
Productivity Insights Network
RSAI-BIS Special Sessions,
17th July 2019, Cambridge

@ProductivityNW #rsaibis2019



Regional productivity policy
Session 2 

#rsaibis2019@ProductivityNW

Chair: Professor Gary Dymski



Powering Up the Core Cities: The Nature of the 
Problem and Scale of the Policy Challenges

Ron Martin and 
Ben Gardiner
17/07/2019

RSAI Special Session, Productivity Insights Network, Cambridge 
16-18 July 2019



Outline

• Introduction and context
• Evolving economic performance of the Core Cities
• Economic structure and Core City growth
• Conclusions and policy implications
• (Resilience of the Core Cities to economic shocks)



Introduction and Context

• Previous ESRC research project 
‘Structural Transformation, 
Adaptability and City Economic 
Evolution’ led by Prof Ron Martin 
(www.cityevolutions.org.uk)
– Core city analysis based on TTWAs

• Subsequently Core Cities UK 
interested in renewing the analysis
– Based on own spatial definitions
– Extending the work (again with Prof Martin)

• Two reports, completed early 2019
– Performance-related, productivity, sectors 

and resilience
– Policy focussed

http://www.cityevolutions.org.uk/


Source: Conference Board Total Data Base (Productivity converted to 2017US$)

Post-War Trends in Labour Productivity Growth –G7 
Countries



UK Long-Run Productivity Performance

Source: Office for National Statistics data, CE Calculations



From the National to a City Perspective

• UK productivity has become a political concern and focus of 
policy

– Seen as a problem particularly of country’s major (northern) cities 
‘Productivity is the challenge of our time… The gap in labour productivity 
between the UK’s two largest city economies, London and Manchester, is 
larger than in any other G7 country and more than double that in both 
Germany and Japan. A dynamic economy needs thriving cities. (HM 
Treasury, 2015)’

• Spatial productivity gaps also key aspect of the spatially 
unbalanced nature of the national economy. Key policy initiatives 
include:

– Policy focus on ‘powering up’ Northern cities
– Limited devolution of fiscal and policy powers to major cities (with ‘metro-

mayors’) 
– ‘City deals’ aimed at improving infrastructure
– New industrial Strategy  which recognises need for ‘place-based approach.
– Impact of Brexit a complicating issue



Productivity Performance – London pulling away 
from the mid-80s

Note: Belfast added from 1990
Source: Core Cities UK, CE Calculations



Most Core Cities are within +/- 5pp of the GB 
Average Productivity Performance

Source: Core Cities UK, CE Calculations
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Post-1990 picture has different performance 
groups opening up



Generally speaking, most large cities are a reflection of 
the productivity slowdown

Trend-fitted: 3rd order polynomial



Solow Paradox

Stalled Innovation

Lack of Investment

Tertiary 
Economy

Geographical 
Dimension

Over-Regulation, 
Centralism / 
Governance

Business 
Dynamism

Monopolisation of ICT 
Technologies?

Potential Causes of the Slowdown in 
Productivity



What Role Economic Structure?

• Diversification vs specialisation debate
– Jacobsian vs Marshallian economies
– Related variety middle ground
– Functional and roles of supply-chain networks (e.g. Baldwin)

• Defining specialisation
– Krugman specialisation index (KSI)

• Decomposing productivity growth
– Kruger decomposition -> within and between sector shifts
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Economic Structure and Core City Growth – Only London and Belfast have retained their 
degree of relative specialisation
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Productivity decomposition shows between-sector shift mostly negative but 
within-sector shift is more important

Core City 1971-2015 1971-1990 1990-2015

Total Within Between Total Within Between Total Within Between

Belfast n/a n/a n/a n/a n/a n/a 19.4 39.6 -20.2

Birmingham 77.4 106.6 -29.2 31.4 37.6 -6.2 35.0 47.3 -12.3

Bristol 60.4 88.6 -28.2 26.7 28.6 -1.9 26.6 41.5 -14.9

Cardiff 69.2 86.5 -17.3 40.4 55.4 -15.0 20.5 23.2 -2.7

Glasgow 86.8 110.6 -23.8 47.2 41.7 5.6 26.9 32.4 -5.6

Leeds 90.5 116.4 -25.9 48.7 49.8 -1.1 28.1 37.6 -9.5

Liverpool 74.7 98.8 -24.1 33.2 41.4 -8.2 31.1 39.0 -7.9

London 123.8 172.2 -48.4 57.9 53.6 4.4 41.7 75.0 -33.3

Manchester 90.9 108.1 -17.2 42.2 43.7 -1.5 34.2 39.0 -4.8

Newcastle 78.2 144.0 -65.7 54.8 72.6 -17.8 15.2 34.6 -19.4

Nottingham 74.5 116.7 -42.2 43.3 47.0 -3.7 21.8 43.3 -21.5

Sheffield 77.6 105.9 -28.2 45.3 57.4 -12.0 22.2 32.7 -10.5

Core Cities 79.9 103.9 -23.9 39.9 45.0 -5.1 28.6 37.3 -8.7



Conclusions

• Core city productivity generally mirrors national 
performance
– Early gains (1970s and 80s) eroded in subsequent decades
– Relative to London the core cities have largely been out-performed
– But now London is part of the productivity slowdown too…

• Sectoral structural change not the main driver of 
differential productivity growth across cities
– Further, structural change component is almost consistently 

negative (this parallels similar findings in cross national studies –
eg. Rodrik, Kruger, et al )

– Seems to suggest that structural change has been towards sectors 
that have lower productivity growth

– Debate over whether potential for productivity growth in services 
(digitisation, AI, etc)



Policy Implications – Recent Initiatives

• Place-based Industrial Strategy and Local Industrial 
Strategies

• Powerhouses and Engines
• British Business Bank

– Regional programmes

• Recognition of the scale of the UK’s inequalities (IFS 
Deaton Review, UK2070 Commission, Bank of 
England, etc)



Policy Implications – Required Direction of Change

Based on Gal, P. and Egeland, J. (2018) Reducing Regional Disparities in Productivity in the United 
Kingdom, Economics Department WP 1456, OECD, Paris.



Building in Local Adaptive Resilience



Further details

• Reports for more information: 
https://www.corecities.com/publications/new-report-underlines-power-
and-potential-core-cities-drive-post-brexit-growth

https://www.corecities.com/publications/new-report-underlines-power-and-potential-core-cities-drive-post-brexit-growth
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