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Disclaimer & Legal
This report has been produced by WPI Economics, an independent economics, policy and data insight consultancy. The views expressed in the report are based 
on independent research and represent solely the views of the authors. They are provided for informative purposes only.

Whilst we undertake every effort to ensure that the information within this document is accurate and up to date, neither WPI Economics nor the report’s authors 
accept any liability for direct, implied, statutory, and/or consequential loss arising from the use of this document or its contents.
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Cities are the powerhouses of economic growth. In the UK, while accounting for just 9% 
of the land, cities are home to 55% of businesses, 70% of the most productive jobs and 
account for 63% of economic output. Over the last two decades, people and economic 
activity have increasingly moved to urban areas, driven by the longer-term shift in our 
economy towards a highly developed service sector relying on knowledge-based jobs. The 
combination of these longer-term changes, along with the sharp shock of the pandemic, 
reveals new trends and challenges that all sectors must understand in order to adapt.

Network Rail has undertaken this work with WPI Economics to look more broadly across the different sectors and services 
that rely on successful cities. The digital transformation of work over recent decades and the burgeoning AI revolution 
present opportunities for greater productivity in many areas. Yet dense city centres, with an agglomeration of sectors, create 
microcosms of our national economy and support productivity, employment growth, creativity and innovation in a way that 
the evidence shows cannot be fully replicated through virtual encounters. 

In a situation where productivity is already constrained in many cities, particularly outside of London, rail can support cities’ 
growth through the new and changing reality they face. Rail’s core offer is the ability to transport high volumes of passengers 
at speed within and between urban areas, and high volumes of freight between ports and markets, at low cost and with 
low emissions. While electric road vehicles will reduce the UK’s emissions, they won’t transform the speed of journeys on 
congested city streets or on the motorways.

Fundamentally, rail is an enabler of economic and social activity well beyond its direct financial returns. We must ensure our 
long-term plans secure growth and productivity, support national net-zero targets and provide the high-quality services 
people, businesses and cities require. That requires us to look beyond the indicators we have on passenger markets and 
travel patterns to build a richer understanding of how our economy is evolving by region and by sector. In today’s fiscal 
environment we must make the best use of the investment we have. This deeper insight allows us to better target funding to 
meet future needs, driving revenue growth to ease the call on taxpayers.

I am confident we will adapt to meet the changing needs of 21st century cities. From the industrial revolution to today’s AI 
breakthroughs, the railway has shaped the landscape and economies of our cities while evolving to meet the changing 
needs of the nation. The reforms underway to bring the leadership of train services and infrastructure together under Great 
British Railways remove significant constraints in addressing rail’s long-term strategic challenges, allowing greater financial 
sustainability and better performance for our users.

GBR will enable us to closely collaborate with city leaders to devolve decision-making and help unlock the productivity and 
growth potential of our regional cities. £47 billion more a year could be unlocked for the national economy if the eight largest 
cities outside of London met their productivity potential. Devolution as an integral part of rail reform can help make this a 
reality. 

I would like to thank all those people and organisations who have contributed to this research and extend an invitation to all 
those with an interest in growth to build on this work. The more we understand about the changing dynamics of our cities, 
the better able we are to adapt and thrive. 

Sir Andrew Haines, Chief Executive, Network Rail

Foreword
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Network Rail commissioned this work to consider the key trends that will influence the future of British cities and shape the 
country’s productivity into the future. 2025 offers a moment to reflect on the impact of the pandemic, the way people now 
interact with cities, the benefits that persist and how the role of cities might develop in the future.

The baseline is a picture of British cities with less commuter travel, but where people who have a choice in where to work 
have increasingly shifted back to a hybrid pattern rather than a fully remote one. It is one with higher volumes of leisure visits, 
but more thought behind each trip and more of a focus on value and affordability. This report considers these shifts in the 
international context, as well as looking at how these changing patterns of behaviour will affect:

• the future interconnectedness of cities;

• mobility in the labour market;

• the pattern of work and how this shapes productivity;

• the growth of the experiential economy; and

• the path to net zero.

We sought to understand how trends that predated the pandemic had continued, accelerated or decelerated and which 
new ones had entered the picture. We shortlisted an original 16 themes to a focused set of five, dividing these into three 
central ones: Commuter City; Knowledge City; and Productive Regional City; and two supporting themes: Sustainable City; 
and Leisure City. For the central trends, we found:

Commuter City:

• The commuter city persists, but people come in less frequently and want better experi-
ences at work when they do.

• There remains a high degree of variability in current and future demand for office space, 
with a continued ‘flight to quality’ across the UK.

• The change in commuter patterns also changes the services on offer, which has knock on 
effects for the shape of the leisure city.

Knowledge City:

• Improved digital technology and increased familiarity with home working has not driven a 
permanent move to only working from home.

• Dynamic agglomeration benefits persist in cities and have not been fully replicated  
digitally; something that is unlikely to change in the next few years.

• As workplaces allow for ideas to be exchanged within companies, cities will continue to 
allow for the exchange of ideas between companies and sectors.

Productive Regional City:

• The benefits of agglomeration continue to be felt less in larger cities in the north than in 
smaller cities in the south.

• Productivity in regional cities is likely to remain a priority: an additional £47 billion per year 
would be generated for the economy if the eight largest cities outside London met their 
productivity potential.

• Achieving this will require denser cities with further investment in rail infrastructure 
to increase the agglomeration effects that attract businesses and workers in knowl-
edge-based, high-productivity sectors.

All these shifts – combined with those driven by sustainability and leisure – will have consequences for how British cities 
evolve. Each underlines opportunities, as well as challenges, that lie ahead.

Executive summary
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Cities across the globe were significantly impacted by the pandemic. Once the initial health crisis started to subside, 
questions were immediately asked about the shape of the new normal. Some of this centred on how people would travel 
in and out of cities in the future, but much of the discussion went beyond to more fundamental shifts in what a city is for. 
However, not all of these shifts were new - many were a continuation of changing behaviour that was visible well  
before 2020.

That is the context in which this report was commissioned by Network Rail. 2025 offers a moment to take stock of the key 
trends that were emerging before the pandemic - such as the (then slow) growth of remote working and the shift to online 
retail - and newer shifts that have cemented themselves since, such as the growing role of leisure as a driver for city visits. 
Much has been written about which trends were accelerated, decelerated or unaffected by the pandemic – but the story is 
not yet over. To explore where things stand now, we focused on five themes (detailed in the next section) and explored with a 
range of businesses, sector representatives and others how these might shape British cities into the future.

At the heart of each of these themes are changing patterns of behaviour. It was recently reported that Zoom had hit around 
300 million users a day, from a baseline of closer to 10 million in 2019.1 This speaks to the huge growth in remote working, 
which has stayed with many economies since 2020. However, it is important to bear in mind that, in the 2021 UK Census, 49% 
of people did not work from home. Beyond the commuter picture, there is also a shift in what people are travelling for: the 
usage of cities is changing, with many more leisure visits, seemingly more thought behind each trip and a greater focus  
on affordability. 

While this report focuses on the UK, similar conversations have been underway in other cities across the globe as we head 
to a new normal post-pandemic. This has been particularly visible in the US, with cities such as San Francisco seeing major 
shifts in commuter patterns, reductions in commuter travel overall and lower public transport revenues as a result. However, 
in Germany and Spain, commuter travel is now only slightly below pre-pandemic levels: 3% and 5% below, respectively. 
In France, the volume of commuter travel is now greater than before the pandemic, a trend that has continued despite 
significant disruption. Differences in geography, labour market structure, cultural attitudes towards hybrid working and 
different subsidies explain much of these differences. Meanwhile, in France and Germany leisure travel increased by 15% and 
10% respectively compared to the pre-pandemic baseline.2 

The way people across the globe are using cities is changing, and it is in this context that we selected our themes 
for further exploration as detailed in the next section. Within each of them, there remain questions around the future 
interconnectedness of cities, mobility in the labour market, the nature of long-term remote working, the growth of the 
experiential economy and the path to net zero. The next sections of this report investigate how these shifts are likely to shape 
the UK cities of the future.

Key context - the pandemic, remote 
working and the shape of cities

1CHAPTER



7

wpieconomics.com The Future of Cities - Adapting to changing behaviour and ongoing trends

The uncertainty of the pandemic brought significant disruption to established patterns of behaviour, to the use of cities, and 
to the cultural understanding of what a city is and what it is for. These changes have significant implications for sectors with 
the biggest stake in the future of cities, including the hospitality, business, transport, housing and property sectors. To start 
to look further ahead, we wanted to identify a number of key trends to understand how these have shifted post-pandemic – 
whether they have been accelerated, decelerated, or reversed – and what that means for urban spaces and the people who 
live in them.

In deciding on the themes, we started by casting the net wide and considering a range of issues and trends from key sectors 
that are shaping the future of cities, from logistics and housing through to re-shoring. We also pulled in themes which were 
already a significant focus of interest prior to the pandemic to test and understand how events since then had shifted the 
focus on them. We started with 16 themes:

For each of these themes, we then asked the following questions: 

From this analysis, and in discussion with Network Rail, we identified three central themes and two supporting ones which 
overlay and influence the others:

2CHAPTER The Future of Cities – finding our 
themes

Is it a current 
trend?

Has its 
presentation 

changed since the 
pandemic? If so, 

has it accelerated, 
decelerated, 
una	ected?

What are the 
expectations of 
the future? How 

significant will this 
be looking ahead?

What does the 
data say about 

where this trend is 
headed?

The leisure 
centre city

The knowledge 
hub city

The commuter 
city

The logistics 
hub city

The productive 
city

The re-shored 
city

The ‘levelled 
up’ city

The 
sustainable 

city

The driverless 
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The disrupted 
city
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una�ordable 
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The resilient 
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Central themes:

• Commuter City: The rapid shift to remote working during the pandemic changed how people interact with their 
workplace, how they commute, and their impact on local communities. Is this permanent and, if it is, what does it mean 
for the appearance, culture, infrastructure and purpose of the city?

• Knowledge City (bringing in the Productive City): As information sharing, education and training shifts online and 
remote working is more widely adopted, cities’ role in knowledge and skills clustering is undergoing some change. As 
companies gain access to a significantly wider talent pool through remote connectivity, will the demand for clustered 
labour markets remain?

• Productive Regional City: Varied levels of investment in - and support for - cities across the country means that the 
productivity, economic and wellbeing benefits of cities are not consistently achieved. What would a future with optimally 
productive regional cities look like, not just through the investment into individual cities but through the benefits  
of agglomeration?

Supporting themes:

• Sustainable City: The sustainability and resilience of cities is continuing to become more relevant with each passing 
year. Large-scale weather events, shifting climate regulations, new and consumer expectations and new technologies 
will all drive changes in how our cities look and operate. How will cities adapt to these changing requirements?

• Leisure City: as the purpose of cities shifts and changes away from labour and skills, other activities are gaining 
prominence - leisure travel has more than recovered its pre-pandemic levels. Could cities’ purpose shift towards a 
central meeting point to connect with your community and engage in leisure, arts, sports, culture and entertainment?

Our selected themes were then assessed against the key research questions outlined above to develop a big picture 
understanding of where the theme is now, how it has been impacted by the pandemic (if it has), what we expect the impact 
on the future of cities to be, and what this could mean for the future of the rail network. We conducted an extensive review of 
the evidence available on each of these trends, and built on it with key stakeholders across a series of structured interview 
deep dives into their views on the key themes. We gathered stakeholders in a roundtable discussion to test the key ideas that 
were emerging, and to tease out the areas of agreement and contradiction across the stakeholder group. The interviewees 
were selected from the sectors we considered to have the biggest stake in the future of cities, and the biggest opportunity to 
shape that future, namely: business; property; hospitality; transport; and services. The ideas, quotes and examples provided 
by this stakeholder engagement support our analysis throughout this report. 

All the themes have fundamental implications for the purpose of cities, and differing consequences and requirements for the 
sectors striving to adapt to the shifting sands.
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Before the pandemic, the daily commute was a permanent and largely non-negotiable fixture of the lives of the majority 
of workers in cities across the UK. This constant and highly predictable commuter churn was central to the design and 
development of cities: public transport services and road infrastructure prioritised the mass transportation of workers during 
rush hour; offices and businesses were concentrated in city centres; city centres were flooded with eateries to serve office 
workers on their lunch break; and the value of real estate was largely determined by proximity to city centres and public 
transport links.

Rise of hybrid working 

The pandemic was an immediate shock that forced an unprecedented rise in remote working and an effective stop to 
commuter travel, as well as other types of essential and leisure travel. The end of the pandemic and easing of social 
restrictions led to a rapid bounce back in the volume of rail passenger travel in most cities, with weekend leisure travel now 
exceeding the pre-pandemic level and nighttime and weekday leisure travel also recovering strongly, albeit at a slower pace. 
The exception to this rule is rail commuter travel, which has been fundamentally altered by the shift towards hybrid working 
for those who can make a choice. 

The result of this wide spread and ongoing change is that the volume of total rail commuter travel in Great Britain is still 
hovering around two-thirds of its 2019 levels. By comparison, total relative rail use is back at 97%, including the Elizabeth 
Line, and 83% without it.3 The largest fall in self-reported surveys of commuter travel by rail was seen in London, where in 
2022 ‘[r]ail and London Underground trips were around a quarter below pre-pandemic levels’.4 Relative to smaller regional 
and sub-regional cities, workers in office-based occupations make up a much larger share of the workforce in larger cities 
given the high concentration of jobs in knowledge industries and professional services. This is important since office workers 
are around two times more likely to have the opportunity to work remotely or on a hybrid basis, compared to those working in 
more manual occupations.5 

The geographical divergence in the volume and patterns of post-pandemic commuter travel emerged as an important 
theme at our stakeholder roundtable. In particular, participants emphasised that the decline in the number of rail commuters 
appears to have been less pronounced in most smaller cities, yet the positive impact of this wider bounce back has been 
largely masked given that these regional commuter journeys make up a relatively small share of all commuter travel.

Looking forward, existing data and business sentiment suggests that this new hybrid model of working represents a 
permanent change, even if exact patterns may continue to shift. In 2023, 44% of all workers in Great Britain reported home 
or hybrid working.6 Among home workers, some of the most common benefits reported include ‘improved work-life balance’, 
‘quicker to complete work’ and ‘improved wellbeing’. Moreover, 42% of workers would consider quitting or looking for another 
job if their employer expected them to return to the office full-time.7 To quote Ian Wright from Transport Focus, ‘[t]he genie is 
out of the bottle now with respect to [...] work-life balance’. And the upshot is that ‘the offer of flexible working will remain an 
important incentive that employers offer to get the best workers’. 8 While it is clear that neither employers nor workers want to 
leave the office completely – something explored in more detail in the next chapter – the overriding sentiment is that the rise 
of hybrid working is a ‘fundamental and permanent shift in working patterns and environment’.9

3CHAPTER The Commuter City

Three key takeaways for the future:

The commuter city persists, but people come in less frequently and want better experiences at work when they do.

There remains a high degree of variability in current and future demand for office space, with a continued ‘flight to quality’.

The change in commuter patterns also changes the services on offer, which has knock-on effects for the shape of the  
leisure city.



10

wpieconomics.com The Future of Cities - Adapting to changing behaviour and ongoing trends

Implications for cities going forward

This fall in commuter travel has implications for the provision of public transport, as well as wider effects on the commercial 
and residential makeup of cities. The most immediate impact of the decline in commuter travel has been felt by public 
transport providers, who have seen a marked and sustained drop in revenue from commuter travel since the pandemic. This 
shift has also been visible in the office market in UK cities. A recent report by Savills found office construction in Manchester 
in Q1 2023 was down 29% on the five-year Q1 average.10 Similarly, construction in London in 2022 fell around 30% below the 
previous 10-year average.11 A survey conducted by estate agency Knight Frank in 2023 found that ‘50% of employers with 
more than 50,000 staff intended to reduce office space, typically by 10% to 20% in the next three years’.12 However, the same 
survey also found that smaller multinational firms planned to expand their office presence in the next three years. Participants 
at our roundtable also pointed to a number of major companies that are currently buying back office space that they sold 
during the pandemic. 

Taken together, these findings point to a high degree of variability in current and future demand for office space based on 
geography and commercial exigencies. Demand for premium office space in major cities looks set to continue to rise in the 
near future, particularly among emerging firms and those with multinational workplace policies. As noted in our stakeholder 
roundtable: “[there is] huge demand for premium office space; location matters massively, especially with regard to inter-
regional connections. People want a walk of no more than five minutes from station to office.”13

Looking further ahead, the strong preference of hybrid workers for a shorter commute may yet further alter the demand and 
function of office space in the UK. In the US and other large European countries, an increasing number of companies now 
operate multiple regional or sub-regional offices, whereas before the pandemic operations were centralised in a single city 
centre office. The advantage of this model (known as ‘hub-and-spoke’ or the ‘anchor’ model) is that employees are able to 
benefit from spending time with colleagues without the burden of commuting into the city centre, or to London from a re-
gional city on a regular basis. This enables employees to find a better balance between home-working and office-working, 
and also affords greater opportunity for workers to choose where they want to live, whether that choice is at a national level, 
between regional cities and London, or within cities between the city centre and the suburbs.14 Given the UK’s extremely 
centralised services-based economy, increased adoption of the hub-and-spoke model at a national level could boost 
regional productivity, creating new centres for skills and knowledge. Co-working space providers have highlighted increased 
interest since the pandemic, suggesting they are seeing growing demand from businesses and workers for smaller offices 
space outside of city centres.15 This more flexible approach to location, combined with a hub-and-spoke model at the 
national level spreading work into regional cities, could boost productivity and employment significantly outside of London, 
and outside of city centres.

The decline of the daily commute has also led workers to re-evaluate where they live in terms of proximity to city centres. 
Survey analysis conducted by LifeMoves suggests that many workers, despite commuting less frequently, have a strong 
preference for an even shorter commute than before. Almost half (49%) said that they want to live within 10 miles of their 
workplace, while almost two thirds (65%) said that access to public transport was important.16

Given these findings, in the immediate future more flexible and infrequent commuting is projected to reinforce long-standing 
trends in the residential composition of cities: younger workers will continue to live close to city centres, while workers with 
families will prioritise suburban areas with direct transport links into the centre. The longer-term outlook is less static. A 
shift toward the ‘hub-and-spoke’ office model has the potential to fundamentally alter the residential make-up of cities and 
the nature of the now-hybrid commute, whether at a city level, reducing demand for intracity travel, or at a national level, 
increasing demand for inter-city travel as employees gather regularly at the hub. 

Finally, changes in the volume and patterns of commuter travel have also impacted the demand and distribution of amenities 
and weekday leisure in cities. The reduced presence of commuters in city centres has resulted in lower weekday footfall 
and demand for cafés, on-the-go eateries and post-work amenities such as gyms and hairdressers. The overall impact on 
city economies is captured in a report by the CEPR, which estimates that ‘[n]eighourhoods into which people commute 
20% less often experience an average decline in spending of 7%’.17 Given the rise of hybrid working, people now spend 
more time working from home, and so demand has shifted away from city centres towards neighbourhood and suburban 
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economies. In terms of overall impact, a recent report by the University of Sheffield estimates that the ‘permanent change in 
remote working will shift £3 billion in annual retail and hospitality spend out of the largest city centres’.18 Furthermore, local 
economies with a higher share of resident commuters stand to benefit the most, with research by the CDRC finding that 
high streets in commuter towns have 10% fewer vacancies.19

Recommendation:

While commuter volumes remain lower than pre-pandemic, 49% of people cannot work from home, and most of those 
who can do not do so exclusively. If more companies do shift further towards a hub-and-spoke model to take account of 
changing preferences, this only increases the importance of connections between cities and towns, as well as within them. 
In this context, further investment and service planning for suburban lines and stations may be needed, with knock-on 
potential benefits for local economies.
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As the previous section set out, the coronavirus pandemic significantly disrupted working patterns for people across the UK. 
While the majority of jobs still needed to be done at a workplace, there was a 28 percentage-point increase in the prevalence 
of home working, from 3% in 2011 to 31% in 2021. This trend varied between cities, with a more pronounced shift towards 
home working seen in cities with greater concentrations of office workers: in London, the proportion of residents working 
from home reached 42% in 2021.20

This shift towards homeworking has since partially reversed, with a majority of workers who were previously working 
from home adopting a hybrid model. Various stakeholders noted that between two and four days in the office a week is a 
norm that is now well established. This appears to match workers’ preferences, with three-quarters (75%) of those who 
experienced working from home during the pandemic stating that they wished to work from home “sometimes” or “often” in 
the future. Only 13% wanted to work from home full-time after the pandemic.21

It is worth investigating why improved digital technology, and increased familiarity with home working, has not driven a more 
permanent move towards working only from home. A significant historic reason why companies locate in cities is because 
of the benefits that they gain from being close to deep labour markets, large groups of customers and suppliers, and 
providers of professional services. The greater complexity of cities allows for improved “matching”, with companies able to 
be pickier about the quality of their employees, suppliers, and providers of additional business services; companies are also 
closer to more potential customers. Some of the benefit of locating in cities has been eroded by the proliferation of digital 
technologies, with companies now able to hire anyone with an internet connection, speak to suppliers anywhere, and to use 
professional services from companies that are nowhere near their place of business.

Given the high cost of locating in cities, this would imply that companies should move to fully remote operation. This has 
not happened. That it has not happened is due to the persistent benefits of working in an office. The most significant of 
these – and that which will be most important in the future – is the improved learning, teaching, and exchange of ideas that 
takes place in person. For example, analysis of eye  movement during online conferencing suggests that idea generation is 
harder in these contexts than in person.22 During our roundtable, stakeholders raised the difficulty of maintaining company 
cultures without staff attending an office regularly.23 Because firms still have incentives to require that people work from the 
office at least some of the time, they still need to be located in places that are easily accessible for large groups of workers. 
In most cities in the UK, this means being located a short walk from a railway hub. Stakeholders have noted that there is 
huge demand for premium office space, and that location matters significantly.24 For example, in Leeds it has been noted 
that: “with above average levels of take-up in 2023, demand for best-quality space was strong, accounting for 74 per cent of 
annual take-up”, with a real supply squeeze on Grade A space.25

However, this is not the only benefit of locating in a city. Just as offices allow for ideas to be exchanged between people 
within companies, cities allow for the exchange of ideas between companies and sectors. People working in cities have 
access to significant cultural amenities and are in close proximity to businesses in their sector – and indeed in sectors 

4CHAPTER The Knowledge City

Three key takeaways for the future:

Improved digital technology and increased familiarity with home working have not driven a permanent move to only working 
from home.

Dynamic agglomeration benefits persist in cities and have not been fully replicated digitally, something that is unlikely to 
change in the next few years. 

As workplaces allow for ideas to be exchanged within companies, cities will continue to allow for the exchange of ideas 
between companies and sectors.
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that are apparently unrelated. This creates significant opportunities for the cross-pollination of ideas through informal 
conversation and chance meetings. This is especially true when cities have the social and professional networks that create 
regular opportunities for people working in different companies and sectors to meet and discuss ideas. Physical assets in 
the public realm, cultural assets, and organisations can all improve this diffusion of ideas.26 Knowledge and skills are also 
transferred between companies and sectors when workers move between jobs. In cities, greater proximity to – and visibility 
of – other companies, as well as the aforementioned chance meetings and networking, allows workers more opportunities to 
move into related positions in other companies or sectors. 

The relative erosion of benefits related to “matching” – when set against the continued significance of learning and 
information exchange both within and between companies – means that cities will increasingly serve sectors that 
particularly benefit from this sharing. In fact, this could be interpreted as a continuation and acceleration of a long-running 
trend of cities pivoting towards “interactive” occupations: data shows the share of “interactive” occupations growing faster in 
cities than in non-urban areas, in a trend beginning as early as the 20th century.27 

The acceleration of this trend presents a real opportunity to reshape cities according to their new economic function 
as places of innovation and information sharing. The benefits from diffusion of skills and knowledge between firms and 
sectors is external to individual workers or companies, but companies choosing to locate in cities will increasingly be those 
knowledge-intensive firms that are most incentivised to maximise the dynamic benefits that accrue. An important model for 
how this might be achieved is that of the “innovation district”. This is where established companies, start-ups and universities 
cooperate to put in place the institutions and structures that allow for information sharing and the exchange of ideas.28 

There are different models of how this could work, playing to the existing strengths of different British cities. The “anchor 
plus” model – where significant mixed-use development is centred around major anchor institutions, typically universities 
or other research institutions – may be appropriate for cities with significant research universities and large, attached 
groups of students and graduates. The strength and reputation of UK universities makes this an attractive option for many 
British cities. The “urban regeneration” model is where disused or under-utilised urban areas – often historic waterfronts, 
docklands, or areas of heavy industry – are repurposed. This model is facilitated by historic building stock and easy access 
to city centres. This model is best exemplified by Boston’s South Boston waterfront development and Seattle’s South Lake 
Union area. The development of Canary Wharf and Media City Salford are key examples of how this model can succeed in 
British cities. The third and final model, the “science park” model, is where traditionally low-density areas of innovation are 
densified through development and addition of transport links. This model may be appropriate for medium-density areas on 
the peripheries of cities, or between medium-sized and small cities. Stakeholders raised that regional city economies in the 
UK are not necessarily driven by city centre economies, but areas around the edges of cities and areas in close proximity to 
cities. This model could therefore suit the UK’s urban geography, which – outside of London and a handful of larger cities – is 
characterised by clusters of small and medium-sized towns and cities in close proximity to each other.

While the potential to create innovative “knowledge hubs” exists, this shift may present challenges for other residents of 
cities. For those who do not have advanced qualifications or experience in these high-information sectors, job opportunities 
in these sectors may be closed off. Meanwhile, influxes of highly-paid workers may further increase cost pressures for 
existing residents if there is no accompanying investment in transport infrastructure and housing stock. It should be noted 
that, even in London, those working from home never accounted for a majority of the population during the pandemic. Many 
workers in cities remain dependent on workplaces that they must attend in person. These workers may continue to find 
themselves living in cities that are more expensive without commensurate increases in their incomes. On the other hand, 
clusters of high-value firms present opportunities for companies that sell to employees of those firms – those in retail or 
hospitality, for example. Revenues from these firms may also finance investments to alleviate pressures on local communities, 
to provide opportunities to local people, and to improve urban environments – these steps could significantly improve quality 
of life for all residents, including those not directly employed by knowledge hub companies.
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Recommendation:

Despite the shifts in how cities operate that have taken place, a move to a fully remote workplace has not become a central 
feature. There is significant potential to lean into evolving cities to harness the benefits of dynamic agglomeration and to 
support increased growth and productivity. The knowledge hub model has significant potential but needs to be supported 
by investment in transport infrastructure and housing stock to ensure it can drive the widest possible benefits, and not see 
these limited to only the higher-paid.
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The UK has highly unequal levels of productivity between regions, with studies finding that the UK is among the most 
regionally unequal advanced economies.29 In 2021, London had a Gross Valued Added (GVA) per hour worked of £51.08, well 
above the UK average of £38.33 and 59% higher than the lowest-performing region or country, which was Wales (£32.19).30 

The UK’s regional disparities in productivity are well-known to policymakers and have seen considerable focus as an 
economic priority across local and national governments, with cross-party consensus on the need for action to reduce 
economic disparity between UK cities and regions. Despite seeing the heaviest falls in commuting volumes, London has 
a strong infrastructure base from which to recover commuting patterns. In contrast, regional cities may struggle more, 
according to one of our stakeholders: “Re-establishing the commuter city into northern regional cities is more difficult than 
in London, as a result of poorer transport infrastructure.” 31 With a focus on growth in every corner of the country, the new 
Labour government will consider the opportunities that devolution, the role of Mayors and improving “left behind” areas in 
the country represent in achieving productive regional cities.

However, spatial disparities are not solely at a regional level, but also between cities. Theories of agglomeration highlight 
that larger cities are expected to be more productive as their larger populations facilitate the accumulation of knowledge 
required by high productivity industrial sectors. However, large cities in Scotland, the North of England and Midlands, such 
as Birmingham, Glasgow, Leeds, Liverpool and Manchester, are currently underperforming compared to smaller cities in 
the Greater South East, such as Brighton, Cambridge and Reading (see Table 1).32 This is partly explained by the fact that, 
although high productivity sectors are found in the larger cities, the share of jobs that are in high productivity sectors is low. 
Smaller cities in the South tend to have around one third of their jobs in their five most productive sectors compared to only 
around 10% of jobs in the large cities.33 Henri Murison from the Northern Powerhouse Partnership also suggested that it was 
also often due to a restrained travel to work area due to a lack of connectivity – big Northern cities need a significantly wider 
talent pool to reach the productivity levels expected for their size.34

Investing in the productivity of these underperforming large cities will remain a priority: it is estimated that an additional 
£47 billion per year would be generated for the national economy if the eight largest cities outside London were to meet 
their productivity potential.35 The new Government aims to have “growth in every corner of the country, so that every town, 
village and city has a role to play, and can reap the rewards of a decade of national renewal”.36 According to Centre for Cities, 
in order to reach this objective, large UK cities would need to increase their density and make further investments in local 
transport infrastructure to increase the agglomeration effects that will help attract businesses and workers in knowledge-
based, high-productivity sectors. Other actions identified by the Centre for Cities include:

• Increasing spending in parts of the country that lag behind the current national average;

• End austerity for local government;

5CHAPTER The Productive Regional City

Three key takeaways for the future:

Disparities remain not only between regions but between cities, with the benefits of agglomeration accruing more to smaller 
cities in the south than those in the north due to lesser connectivity.

Investing in the productivity of these cities is likely to remain a priority, as an additional £47 billion per year would be 
generated for the economy if the eight largest cities outside London met their potential.

Achieving this would require denser cities with further investment in rail infrastructure .to increase the agglomeration effects 
and help attract businesses and workers in knowledge-based, high-productivity sectors.
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• Reform local government and devolve powers over services and spending;

• Facilitating bus franchising to improve services;

• Investing in struggling city centres through City Centre Productivity Funds;

• Targeting R&D spending in places that currently underperform but have enough activity to suggest the increased 
spending will have an outsized impact.37

As one of our stakeholders said at the roundtable: “[It is] also important to remember that not all jobs are conducive to hybrid 
working, especially in less office-based economies outside of London. Many don’t have the option, and so will continue to 
rely on public transport for their commute.”38

Table 1: Comparison of productivity between large cities in the North of England, 
Midlands and Scotland and small cities in the Greater South East39

Large cities in the North, Midlands and Scotland Small cities in the Greater South East

City GVA per hour worked City GVA per hour worked

Manchester £36.70 Slough £63.99

Leeds £34.50 Milton Keynes £45.87

Glasgow £34.79 Reading £43.69

Liverpool £33.37 Cambridge £40.74

Birmingham £32.77 Brighton and Hove £39.04

 
In the UK’s biggest cities outside of London, just 40% of people are able to reach their city centre by public transport in less 
than 30 minutes, which lags behind the 67% who are able to do so in similar-sized European cities.40 However, stakeholders 
argued that investment based solely on journey time savings is insufficient and that a broader city-region approach is 
needed, focusing on increasing the effective travel to work area for the entire region, boosting the labour pool and seeking to 
attract the type of higher paying jobs that drive productivity in southern cities. There have been proposals for improvements 
to rail infrastructure across the North and Midlands that take a regional approach. While some schemes such as the 
TransPennine Route Upgrade are underway, stakeholders are concerned that considerably more is needed.41 

Stakeholders debated whether our current approach to agglomeration takes sufficiently into account the benefits of 
investing in city regions, as opposed to individual cities. The previous approach of “levelling up” focuses on giving cities 
in the UK the tools to “be like London” according to Henri Murison from the Northern Powerhouse Partnership, with little 
consideration for how different cities across the country face unique challenges and may not benefit from applying the 
London model to all. 42 This was illustrated with the example of Manchester - even with right investment in place, it was 
argued that the city’s travel to work area is currently too small to support a London model of productivity. However, if 
transport networks could be leveraged to create a Northern City Region similar to the Netherlands' Randstad region, the 
labour and skills supply would be more than sufficient to meet the lofty goals for the city.

Although some stakeholders have called for the inclusion of Birmingham in any Northern rail infrastructure upgrades, there 
is currently a focus on improving East-West links across the North - with a route connecting Liverpool, Manchester and 
Leeds at its core.43 This would allow a wider area and larger population to access city centres and urban environments that 
are often home to high-productivity sector knowledge hubs.44

The recent National Infrastructure Commission Infrastructure Progress Review 2024 identifies areas with poor connectivity 
across the Northern Powerhouse region that remain to be addressed by infrastructure investment policy. This includes 
lines connecting Birmingham to Manchester, Liverpool and the North West, and connecting Birmingham to Yorkshire via 
the East Midlands. It particularly emphasises the importance of long-term strategy and foresight to allow local authorities 
and regional governments to lay the groundwork for the right investment to take place. Taken together, the population 



17

wpieconomics.com The Future of Cities - Adapting to changing behaviour and ongoing trends

Randstad case study:

The Randstad region in the Netherlands is home to almost 
half the country’s population spread between Amsterdam, 
Rotterdam, the Hague and Utrecht in a broad and rich urban 
region. With almost 8.4 million people and deeply intertwined 
city economies, excellent transport links have allowed the 
region to become one single economic area, stronger than the 
sum of its parts. This means economies of scale in terms of the 
labour market, inputs and outputs, and all the other benefits 
of agglomeration that we have described. These benefits 
drive outperformance in the Randstad as compared to the 
Netherlands’ national averages, with 5.3% higher GVA per 
worker in 2013.47 

Agglomeration benefits accrued in particular to workers 
in high-skilled and highly-paid service jobs, for whom the 
Randstad functions effectively as a single city – a model that could support and leverage the UK’s existing specialisation 
in services.48 Given this advantage in services, the Randstad region hosts the third largest number of multinationals in 
Europe, after only London and Paris, contributing over $700m to the regional economy.49 The success of the Randstad 
is often attributed to bringing together “the strengths of the existing transportation networks of Rotterdam (such as its 
metro system) and The Hague (the tram service)”, while providing sufficient connectivity within the whole area to create 
an expanded, highly educated and highly connected labour force, and therefore an attractive location for private sector 
investment, particularly from services sector multinationals.50 Back in Britain, investing new (and existing) policies such as 
the TransPennine Route Upgrade, the Northern Powerhouse and the Midlands Hub to expand connectivity between and 
within these urban regions and their hinterlands is essential to capturing the benefits of agglomeration for Northern cities. 

Recommendation:

Boosting the productivity and potential of cities in the North of England must remain at the heart of a future plan for growth. 
Enhanced transport connections and greater city density are key to achieving the agglomeration benefits currently enjoyed 
by smaller cities in the south of the country. Enhanced enhanced inter-city regional transport links has the potential to 
support a wider Northern City Region and should be part of future discussions on the best way to boost growth.

of the three largest built-up areas outside of London (Greater Manchester, the West Midlands and West Yorkshire) have 
a population of over 7 million.45 The Review recognises the enormous potential for improved productivity held within 
these cities, and what a significant effect it would have on national productivity and growth, and in reducing regional 
disparities. Rail could underpin this opportunity, enabling trips both from the hinterlands into city centres and long-distance 
connections between cities, unlocking the productivity benefits of better-connected leisure and employment, as well as 
improving access to goods and services across the region.46
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The Sustainable City

According to a 2022 report by the Environmental Audit Committee, ‘[t]he UK built environment is responsible for 
approximately 25% of total UK greenhouse gas emissions’.51 Given that the bulk of property and infrastructure development 
is concentrated in cities, it follows that cities will have to undergo a dramatic and rapid transformation for the UK to meet its 
net-zero target by 2050. 

One important aspect of this is the conservation and expansion of open green space such as parks and path networks, 
which contribute to urban cooling and reduce exposure to polluted air.52 Private developers and public urban planners 
today recognise the importance of green space in cities, and so almost all new major city developments of the last decade 
have provided new green space in the form of parks, roof gardens or canopied outdoor areas. The most innovative and 
environmentally-friendly examples provide new green space that is connected to existing green space, creating green 
networks that extend beyond the immediate development area, and so benefiting more people through the greening of the 
wider urban environment. 

The role of adaptation in the process of urban greening also touches on the wider importance of repurposing existing 
land and developments, and therefore moving away from the process of demolition and reconstruction. Although the 
previous Conservative governments were explicit in a commitment to retrofitting and repurposing, the contemporary rate 
of demolitions in UK cities saw very little change in the last decade.53  In 2023 the City of London Corporation became the 
first planning authority to ‘issue planning guidance in which developers will be expected to carry out a detailed review of the 
carbon impact of development options before submitting an application’.54 Other planning authorities are expected to follow 
this example, which should quite rapidly lead to a substantial reduction in the volume of demolitions in British cities. This 
could align with the current Labour Government’s efforts to reform the planning system to build more housing. It is important 
to recognise that despite push-back from some sections of the construction industry, this shift would not necessarily entail a 
reduction in overall construction volume. Instead, construction would focus more on repurposing existing sites, reducing the 
carbon footprint of the industry while still providing the opportunity to deliver new green developments.

6CHAPTER The supporting themes
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Advancements in technology and AI will also play an important role in the development of sustainable cities. For example, the 
rollout of electric vehicles and driverless cars across cities has the potential to radically reduce carbon emissions. Although 
it is generally accepted that mass adoption of electric vehicles will not happen by 2030 (even if prices continue to fall), 
increasingly onerous regulation of non-electric vehicles is expected to at least accelerate the transition. This is especially 
true in cities, with London’s Ultra Low Emissions Zone (ULEZ) already imposing a higher charge on high emission vehicles. 
In the long term, road transport is expected to undergo an even greater transformation, with mass rollout of driverless cars. 
Nevertheless, the timeline for mass adoption remains unclear, given price constraints and concerns around the regulation 
and taxation. This underlines the importance of green public transport capacity.

In the near term, the model of integrated transport systems is receiving increasing attention across the world as a means of 
incentivising modal shift towards public transport. In Finland, Helsinki’s ‘Mobility as a Service’ model has integrated multiple 
different public transport systems within a single digital platform, simplifying and opening up access to public transport 
across the city and thereby encouraging a shift away from car usage.55 Evaluation studies of the Helsinki system, as well as a 
similar model introduced in Lisbon, have observed less road congestion and an increase in the volume and equitable usage 
of public transport services.56 Universal basic mobility approaches are already being trialled in some international locations, 
for example in south Los Angeles where residents are given $150 a month to spend on a menu of transport options to 
encourage a move away from cars towards public transport.57

The Leisure City

Before the pandemic, leisure economies .in cities across Britain were undergoing an important but gradual transformation. 
While city centre tourism and weekday commuter consumption were at an all-time high, government investment in local 
regeneration projects was beginning to transform ailing high streets into multi-purpose communal areas focused on leisure 
activity rather than traditional bricks-and-mortar retail. At the same time, the leisure industry was adapting to changes in 
consumer preferences and the oversaturation of the casual dining sector, with an increasing number of businesses pivoting 
towards a more social and experiential form of leisure and hospitality driven by technological innovation and demand for 
unique ‘Instagram-ready’ experiences.

The initial impact of the pandemic was an effective stop to tourism. This, alongside reduced commuter footfall, was 
particularly damaging for the leisure industry, with out-of-home leisure spending falling by an estimated 37% in the first 
year of the pandemic alone. The local entertainment leisure sector - encompassing pubs, restaurants, music venues – was 
one of the worst hit, with an estimated reduction in spending of 41%. Figures from the AlixPartners CGA Hospitality Market 
Monitor in 2023 showed that 13,000 hospitality businesses had permanently closed, representing around 10% of the overall 
total.58 Other forms of leisure such as theatres and arts centres also experienced a similarly dramatic drop in revenue. Many 
businesses had to close, and those that remained operational took a significant hit to their reserves, resulting in ongoing 
financial uncertainty at a time of rapidly rising costs. 

The reopening of the economy led to a resurgence in leisure spending. Within city centres, weekend leisure and the 
nighttime economy has recovered in many areas to pre-pandemic levels. In some cities that are less dependent on 
international tourism, spending has now risen above the pre-pandemic baseline. Many leisure businesses located outside of 
city centres have bounced back strongly, in large part due to increased footfall from hybrid workers. However, there is also an 
ongoing impact from the cost-of-living crisis, as people continue to be selective about the money they spend and prioritise 
those that deliver the highest-impact experiences. As one of our interviewees said, over time: “[Physical] retail will be more 
centred on showrooms, pop-ups, and services.”

Current data suggests that city centres will continue to drive the leisure economy in the short- to mid-term through a 
combination of flagship attractions, innovative social and technological experiences and the nighttime economy.  
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The projected recovery of international tourism to pre-pandemic levels will further boost the strength of both weekend 
and nighttime leisure in city centres, while better transport connectivity at night would further strengthen the nighttime 
economy. Michael Kill at the Night Time Industries Association told us: “Ultimately people see activity-led leisure - in the eyes 
of the consumer - as more bang for buck, [but this is]  potentially not a silver bullet that all businesses need to follow.”59 This 
touches again on the interplay of what people are choosing to spend on now while cost of living pressures remain front of 
mind, versus what they might choose to do if they had greater disposable income. 

Given the recovery and projected future growth of the leisure economy in city centres, existing inter-city rail infrastructure 
will continue to play an important role in transporting people between and into cities, even while commuter travel remains 
below pre-pandemic levels. With the future growth of distinct localised leisure economies, rail could also continue to 
facilitate intra-city travel alongside other forms of transport, opening up access to cities’ changing variety of leisure 
experiences. However, as stakeholders noted in the roundtable, this could mean a shift for how the rail system is operated 
depending on the choices made on which customers to prioritise. Michael Kill mentioned that there is a: “strong sense 
that despite government and companies saying that transport infrastructure is now focused on leisure, the reality is the 
infrastructure does not yet exist to adequately serve a 24-hour leisure economy.”60
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Our stakeholder engagement not only deepened our understanding and assessment of the key themes we had already 
identified, but it also provided insights into the breadth of opinion when it comes to the future of cities across a range of key 
topics and trends. Whilst there was general agreement about the direction of travel for cities, there was healthy debate on 
the best ways to get there, and the roles our themes would have on influencing that path.

Key insights that came up across the course of our discussions on the central themes were that:

• Commuter City: Hybrid working is here to stay - online working alone does not provide all the interactions employees 
and businesses need.

• Knowledge City: Cities benefit from the continued dynamic aspects of agglomeration – these have not been fully 
replicated digitally, something that is unlikely to change soon.

• Productive Regional City: However, there are significant disparities across Britain, with larger cities in the north 
struggling to realise full agglomeration benefits, demanding a renewed focus.

And on the support themes, stakeholders were clear that:

• Sustainability: Climate change is already driving shifts in how people travel, how buildings are constructed and how 
green space is harnessed – over time, these shifts will dramatically change the way cities look and how we experience 
them.

• Leisure City: The experience of cities is increasingly front of mind, with more transactional leisure online or locally and 
more engaged, experiential activities being sought out in cities.

Our discussions also highlighted a range of topics that fell outside of our core themes but which were still important insights, 
including the future of cities in light of ageing demographics, the potential value of investing into city regions for the UK 
economy, and the impact rapidly changing technologies may have on cities and city life.

Ageing city: European countries in general are facing a demographic crisis, with not enough workers entering the workforce 
to replace those leaving and soon, it is expected, not enough workers paying into pensions to support those receiving 
pensions. Ageing cities would have significant consequences for real estate, with very different residential requirements. 
They would vastly change the type and time of travel demanded and the shape and type of leisure and retail available. 
Moreover, the type of jobs on offer within cities would begin to shift to accommodate a different demand profile for services, 
particularly for care. With existing skills shortages already impacting cities, stakeholders felt it important to underline the 
challenges this demographic transition will bring and the potential lack of able workers it could result in if the immigration 
system cannot respond dynamically.

Tech city: AI was expected by our stakeholders to have a significant impact on the future of work, potentially even reducing 
the number of people that actually need to work in any given economy. The changes advanced technologies may demand 
of our cities as they are implemented are hard to define in advance, in part because we do not yet know what those future 
technologies will be. From a wider societal perspective, the disruption from AI could be so significant as to change our 
economic model, with some seeing the introduction of a Universal Basic Income-type approach as inevitable should AI 
cause such a significant shift in employment. All sectors will be seeking to find a way to balance the new opportunities and 
demands of AI with the needs of their workforce and their customers, so our stakeholders expect to see significant shifts in 
this arena in the coming years.

7CHAPTER Future gazing – what stakeholders 
think about the future of cities
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Exploration of our five themes has enabled us to both interrogate what the data is saying about the future of cities and 
identify where this aligns – and where it does not – with the experience of the stakeholders we interviewed. The key 
takeaways from each of the central themes are summarised as:

Commuter City:

• The commuter city persists, but people come in less frequently and want better experiences at work when they do.

• There remains a high degree of variability in current and future demand for office space, with a continued ‘flight to 
quality’.

• The change in commuter patterns also changes the services on offer, which has knock-on effects for the shape of the 
leisure city.

Knowledge City:

• Improved digital technology and increased familiarity with home working has not driven a permanent move to only 
working from home.

• Dynamic agglomeration benefits persist in cities and have not been fully replicated digitally, something that is unlikely to 
change in the next few years. 

• As workplaces allow for ideas to be exchanged within companies, cities will continue to allow for the exchange of ideas 
between companies and sectors.

Productive Regional City:

• These benefits of agglomeration continue to be felt less in larger cities in the north than in smaller cities in the south.

• Investing in productivity in these cities will remain a priority under Labour’s growth plans: an additional £47 billion per 
year would be generated for the economy if the eight largest cities outside London met their productivity potential.

• Achieving this will require denser cities with further investment in rail infrastructure to increase the agglomeration 
effects that attract businesses and workers in knowledge-based, high-productivity sectors.

These are also shaped by the future of the Sustainable City and the Leisure City:

Sustainable City:

• Future construction will need to focus more on repurposing existing sites, reducing the carbon footprint of the industry 
while still providing the opportunity to deliver new green developments.

• The model of integrated transport systems is receiving increasing attention across the world as a means of incentivising 
modal shift towards public transport.

Leisure City:

• City centres will continue to drive the leisure economy in the short- to mid-term through a combination of flagship 
attractions, innovative social and technological experiences and the nighttime economy.

• The resurgence of the local high street has been accelerated by increased footfall from hybrid workers, which in turn 
should accelerate the transformation of the high street into local hubs of leisure activity.

Conclusion
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Overall, this paints a picture of cities that are different but no less important than they have been in the past. It also displays 
the interconnectivity of the commuter and leisure offer a city develops in the years ahead: commuters are a convertible 
opportunity for enhanced leisure spend and leisure travellers are likely to drive forward enhanced experiential amenities that 
will attract commuters. This means that, rather than thinking about fewer people coming in and out of cities over time, we 
need to have a more nuanced conversation about the connectivity they will expect, the need to make this more sustainable, 
how this can join up the UK’s cities and the benefits to the economy of a wider set of thriving city locations.

Recommendations:

Each of our core themes highlighted a number of opportunities to shape the way cities evolve in the UK into the future. With 
enhanced productivity in mind, we drew out a recommendation from each, which could help cities and the economy to 
thrive into the future.

Recommendation one – supporting the Commuter City: While commuter volumes remain lower than pre-pandemic, 49% 
of people cannot work from home and most who can do not do so exclusively. If more companies do shift further towards a 
hub-and-spoke model to take account of changing preferences, this only increases the importance of connections between 
cities and towns, as well as within them. In this context, further investment and service planning for suburban lines and 
stations may be needed, with knock-on potential benefits for local economies.

Recommendation two – supporting the Knowledge City: Despite the shifts in how cities operate that have taken place, a 
move to a fully remote workplace has not become a central feature. There is significant potential to lean into evolving cities 
to harness the benefits of dynamic agglomeration and to support increased growth and productivity. The “knowledge hub” 
model has significant potential but needs to be supported by investment in transport infrastructure and housing stock to 
ensure it can drive the widest possible benefits, and not see these limited to only the higher-paid.

Recommendation three – supporting the Productive Regional City: Boosting the productivity and potential of our northern 
cities must remain at the heart of a future plan for growth. Enhanced transport connections and greater city density are key 
to achieving the agglomeration benefits currently enjoyed by smaller cities in the south of the country. Creating enhanced 
inter-city regional transport links has the potential to support a wider Northern City Region and should be part of future 
discussions on the best way to boost growth.
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