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 The Centre for Economic Performance (CEP) is led by the Director (Stephen Machin) as principal 
investigator, with the Research Director (Henry Overman) as co-investigator. The research activities 
are organised into six programmes – Growth, Trade, Education, Labour, Urban and Community 
Wellbeing. Therefore the main research team further includes the seven programme directors as co-
investigators: Growth (Ralf Martin), Trade (Catherine Thomas), Education (Sandra McNally), Labour 
(Guy Michaels), Urban (Daniel Sturm), Community Wellbeing (Alan Manning and Richard Layard). 
Respectively they are Professors of Economics (Machin, Manning and Sturm), Associate Professor of 
Economics (Michaels), Professor of Economic Geography (Overman) and Associate Professor of 
Management (Thomas) at the London School of Economics; Professor of Economics (McNally) at 
the University of Surrey; and Associate Professor of Economics (Martin) at Imperial College.  
 
 The research programme is organised around the big picture aim of improving economic 
performance to deliver inclusive growth. The use of modern economic tools and state-of-the-art data 
sources (primary, secondary and experimental) lies at the heart of the goal of identifying causal drivers 
of economic performance that produce benefits that can be shared fairly across society. Allocating 
projects and researchers into programmes helps to organise CEP’s day-to-day management. However, 
they are not intended to act as silos, as there are cross-cutting activities and deep integration of 
research links across them. In a very general representation, the relationship between the overarching 
themes, their drivers and programmes is shown in the following Figure. 
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Each research programme contains a series of themes and several broad project groupings that contain 
multiple project proposals. The Table summarises the programmes, themes and people heading them up, 
together with key questions associated with each broad project grouping. As shorthand, these are 
referred to in the text that follows by the initial of the programme they appear in, followed by theme 
number, and broad project grouping (e.g. Growth programme, theme 2, project grouping A is G2A).  

 
Theme Project Groupings People (DIRECTOR, Theme Leaders) and Key Questions 
G.GROWTH                                                                (MARTIN, Van Reenen, Aghion) 
G1 Firm 
Performance 

G1A Slow Growth Do intangibles, misallocation and market power explain slow growth? 
G1B Clean Transition  Do slow growth and weak firm performance hamper clean transition? 

G2 Innovation  G2A Slowing Diffusion Has production/diffusion of new ideas slowed, and if so why? 
 G2B New Technology How does new technology adoption affect firm performance? 
T. TRADE                                                                    (THOMAS, Sampson, Dhingra, Ottaviano) 
T1 Barriers T1A Non-Tariff Barriers Do NTBs matter for trade and investment and what regulations are needed? 

T1B Intellectual Property Does IPR in trade agreements boost innovation, tech transfer and 
investment? 

T2 Global Firms T2A Global Value Chains  How are technology transfer and investment in GVCs related to trade? 
T2B Market Power What determines the market power of global firms? 

 T2C Globalisation of Work How do new forms of work and offshoring impact global firms and 
workers? 

T3 Winners and 
Losers 

T3A Trade and Inequality How can new trade models study inequality impacts of globalisation? 
T3B Brexit How do firms/workers adjust to Brexit and did ex-ante models predict this? 

E. EDUCATION                                                        (MCNALLY, Silva, Valero, Blanden) 
E1 School 
Performance 

E1A Scarce School Resources How did austerity impact pupil and school performance? 
E1B The Future Workforce Do curriculum content, pedagogy and basic skills matter for future skills? 

E2 Beyond 
Schools 

E2A Technical Education How does post-16 education provision affect quality and earnings returns? 
E2B In-Work Training Why has in-work training fallen and how does this matter to workers? 

E3 Social 
Mobility 

E3A Inclusiveness Why do disadvantaged students lose out in school and university access? 
E3B Access to Opportunity Does parents’ spending on children and private schooling affect 

opportunity? 
L.  LABOUR                                                                (MICHAELS, Bell, Jaravel, Petrongolo) 
L1 Worker 
Productivity  

L1A Migrants and Natives How do immigrant supply shocks affect workers and firms? 
L1B Good and Bad Jobs, No Jobs What improves wages, career progression and job search of low wage 

workers? 
L2 New 
Technolog ies  

L2A AI, Robots and Technology What are the economic effects of AI, robots and new technology? 
L2B Digital Work How does digital working affect work arrangements and the labour market? 

L3 Inequality L3A Spatial Inequality How can we model spatial patterns of real wage inequality and joblessness? 
L3B Gender Inequality Does atypical working affect women’s job flexibility and career prospects? 

U.  URBAN                                                                  (STURM, Venables, Ahlfeldt) 
U1 Rise and 
Decline  

U1A Long-Run Growth Do innovation, institutions and planning affect long-run growth of places? 
U1B What Places Grow? Why do we see rapid urban development in some places but not others? 
U1C Shocks How do demographic and trade shocks spread and impact different places? 

 U1D Housing Supply Do housing supply and local political fragmentation affect house prices? 
U2 Internal 
Organisation 

U2A Externalities How do within-place variations in structure affect inequality and 
performance? 

U2B Travelling and Shopping How can commute times and access to shops and amenities affect 
wellbeing? 
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C. COMMUNITY WELLBEING                              (MANNING, LAYARD, Gibbons, Kirchmaier) 
C1 Community 
Cohesion 

C1A Wellbeing Inequality How can we measure spatial wellbeing differences and their impact on 
society? 

C1B Isolation What are the community dimensions of loneliness and depression? 
C2 Quality of 
Life 

C2A Housing How does planning affect housing costs, consumption and gentrification? 
C2B Amenities How do the built environment and location affect the quality of amenities? 

C3 Community 
Safety 

C3A Policing Can policing strategies reduce crime and what is the role of police budget 
cuts? 

C3B Violent Crime  Why is violent crime rising and can education prevent it? 
C3C Economic Crime How do organised crime networks launder money, and how to tackle this? 

 

Detailed Research Agenda  

 
CEP’s research agenda is designed to study the two interlinked big picture questions of how to improve 
economic performance without worsening inequality. As the balance of focus on these varies by 
programme, we therefore describe the research detail on how individual projects contribute to each, and 
give concrete examples that cut across programmes.   
 
1). Economic performance [Themes G1, G2, T1, T2, E1, E2, L1, L2, U1, U2] 
 
 How to improve economic performance at different levels of society becomes all the more 
critical considering the sluggish economic growth seen across the developed world in the past 10-15 
years (Gordon and Sayed, 2019). In many advanced economies, growth was slowing before the financial 
crisis and has slowed markedly since (Gordon, 2012; Haldane, 2017). The problem has been reinforced 
in the UK by the Brexit vote (Bloom, Bunn et al, 2019; Costa et al, 2019). At the same time, the benefits 
of growth have been more unequally distributed, with a declining labour share in income and stagnating 
or declining real incomes at the bottom of the income distribution (Karabarbounis and Neiman, 2014; 
Blanchflower et al, 2017). Despite lower growth, there has been an increase in global greenhouse gas 
emissions and environmental degradation (e.g. species extinction). Slower growth, more unequal 
distribution of the benefits from growth and a deteriorating environment impose large social costs and 
risk adverse political division. When such division leads to populist measures – e.g. favouring 
protectionism and restrictions on free movement of labour – there is potential for a vicious cycle that 
could radically worsen living standards. Better understanding of the drivers of firm performance and the 
central role that innovation plays is key to addressing the growth slowdown and is thus a central focus of 
the Growth programme. CEP’s long history of studying growth and its drivers, both in ESRC core work 
and in the two LSE Growth Commissions of 2013 and 2017, places us in a strong position to develop 
this better understanding.  
 The first theme of the Growth programme, G1, is Firm Performance and its first sub-theme 
(G1A) is slow growth. How does the growing importance of intangible capital (Haskel and Westlake, 
2017) and a shift to an intangible rich economy, with e.g. increasing importance of design and branding, 
contribute to the growth slowdown? To help answer this question, our research will develop new 
approaches to improve intangible measurement at the firm level where current measures are particularly 
incomplete. Other key intangible assets, highlighted by seminal CEP research (beginning with Bloom and 
Van Reenen, 2007), are management practices and corporate culture. Previous CEP research was 
primarily focused on providing new evidence via extensive surveys and interviews among managers. Our 
new research will develop more structural models to integrate management practices into standard 
growth models and help to design policies to improve management quality. 
 What is the role of the growth of ‘superstar’ firms’ market power (Autor et al, 2019), enabled by 
intangible assets like web-based platforms, in the slowdown? The consequences for firm performance are 
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ambiguous. Superstar firms could be productivity-enhancing because of scale economies, or 
productivity- and welfare-reducing because of increases in market power. To investigate this trade-off, 
we will look directly at resource allocation and the extent to which this explains UK business dynamism, 
which has been falling in recent years (Decker et al, 2018), a fact that some link to the dominance of 
superstar firms (Akcigit and Ates, 2019). The role of superstar firms in the UK will be studied, 
considering the links to business dynamism and complementing US evidence (Autor et al, 2019). Finally, 
a broadening of focus will involve considering the role of globalisation and technology in explaining 
market power, and concerns that the superstar firm phenomenon leads to wage inequality by analysing 
the consequences of slower firm productivity growth for workers’ wages. 
The other part of theme G1 turns attention from market power and firm dynamism to focus on whether 
there are trade-offs between growth and efforts to mitigate climate change (G1B). CEP research 
(Dechezlepretre et al, 2014) has highlighted that the transition to clean growth could lead to higher 
growth and more action on climate change if clean technologies generate more knowledge spillovers. 
New research will develop structural models to assess whether the mechanism is strong enough to lead 
to net positive growth in the short run and to consider which policies might help achieve this. Could 
easing credit constraints be one of them? We will consider whether lack of credit accounts, in part, for 
the inaction of firms in reducing their climate impact. Policy emerging from this research could lead to 
both increased growth and improved climate outcomes. 
 Innovation is the main driver of growth in the long run. Yet the rate of innovation and idea 
generation appears to be decreasing and our second major line of enquiry (G2) will focus on the impact 
of changing costs and benefits of developing new technologies and innovation.  It will also consider the 
possible barriers faced by the individuals doing the inventing, whose importance features in previous 
CEP research (Bell et al, 2019). Our first project on the costs and benefits of innovation will revisit and 
provide novel evidence on whether ideas are getting harder to find (Bloom, Jones et al, 2019) by 
estimating returns to R&D from patent values. As part of this project, we will look at changing returns to 
new clean technologies due to changes in the price of alternative fuels. A second project on clean 
technologies will take a complementary approach by looking at the demand side and how a dramatic 
reduction in pro-environmental attitudes has reduced willingness to pay a premium for ‘clean’ products. 
Turning to innovators themselves, we will look at barriers faced by two types of inventors – those from 
disadvantaged backgrounds; and those developing ‘clean’ innovations. As always, we will also consider 
the potential for policy remedies. First, we will analyse the role of innovation policy in both the short and 
long run with emphasis on the interaction with the business cycle, something about which little is known. 
Second, we will look at fiscal policy and the way in which this affects both market power and the 
incentives of firms to innovate. 
 The economic impacts of new technologies remain poorly understood. The second strand of the 
Innovation theme (G2B) helps to clarify this by focusing on ‘frontier’ or ‘future’ technologies, which are 
a principal driver of future productivity growth (Brynjolfsson et al, 2018) and environmental outcomes. 
A first project will develop a framework to inform thinking about the drivers of the production and 
adoption of future technologies and to guide the empirical analysis using new data that we will collect or 
consolidate. The methodology will also be applied to develop new measures of innovation in clean tech, 
to enable further analysis of the determinants of invention and adoption of these technologies. To 
analyse the drivers of innovation we will carry out real-world experiments to evaluate the causal impact 
of innovation on firms in the US and UK. The first project considers AI and robotics using econometric 
case studies and RCTs. Working with two global multinationals, and colleagues at MIT, we will 
implement experiments on adoption of AI and robotics to analyse the causal effect on productivity, 
profits, jobs and tasks, and assess whether human-machine interaction mediates effects. The idea will be 
to randomise the adoption of AI methods in some firms and not others, and to evaluate the impact: e.g., 
when robotic process automation is used to replace an array of tasks in outsourcing projects in IT 
companies. This research will move us beyond the speculative anecdotes and coarse macro data that 
dominate current research in this area. The second project will run further experiments with UK SMEs 
(including existing partners GLA, CognitionX and Capital Enterprise) assessing the causal effect of 
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interventions aimed at stimulating adoption of ICT and AI and why adoption might not happen despite 
support. Underinvestment in these is a key factor underlying the UK’s recent poor productivity 
performance. 
 We cannot look in isolation at the performance of firms and their contribution to economic 
performance and the distribution of economic welfare across households, but must consider them in the 
context of globalisation and engagement with foreign markets. How do firms, investors, workers and 
consumers make the choices that shape aggregate flows and how does the rise of trade in services and 
digital trade matter? These questions inform the Trade programme. Understanding why goods and 
services, capital, knowledge and people move across international borders – and the impact of these 
flows – are vital for understanding economic performance and policy design. CEP research has led the 
profession since the 1990s with significant contributions in developing and testing models of 
international trade (Fujita et al, 1999) and the need for this has become even greater in a post-Brexit 
world (Dhingra, Huang et al, 2017).  
 Theme T1 looks at ways in which national borders generate barriers that constrain integration 
and affect firm performance. Traditionally researchers studied how tariffs act as direct protectionist ways 
to restrict trade. We will move beyond tariff barriers, now relatively well-understood, to investigate the 
relevance of non-tariff barriers, such as regulation and other aspects of country-specific institutional 
frameworks, for trade and investment (T1A). A first project will collect and analyse detailed data on deep 
provisions in trade agreements to understand these non-tariff barriers – what they are, how they matter 
for trade and investment and how to reduce them without igniting a race to the bottom. The impact of 
taxation on investment will also be studied, by considering to what extent tax shifting via international 
tax loopholes, and more general investment across different sectors in different countries, underpins 
observed differences in firm performance. To study this, we will develop a theory of international tax 
shifting and apply the model to new data that combines information on firm-level outcomes and on 
bilateral tax treaty provisions to consider the impact on tax revenues, foreign investments and economic 
activity. We will also use insights from international economics in T1B to widen the analysis of 
innovation of the Growth programme, incorporating a trade angle by looking at the role of intellectual 
property protection in trade agreements. A first project will do this by building a quantitative model to 
study the impact of intellectual property rights in open economies. This will shed light on whether 
intellectual property rights in trade agreements improve innovation and technology transfer or whether 
stronger protection is harmful to poor countries because it increases the monopoly power of rich-
country firms (Chaudri et al, 2006). A second project will look at the costs and benefits of innovation 
offshoring, considering the role of regulatory arbitrage and intellectual property rights using data from 
the pharmaceutical industry where these factors are likely to be particularly important. 
 Widening the focus on firm performance of the Growth programme, theme T2 looks at trade 
determinants of firm performance, specifically the role of global firms through global value chains (T2A) 
and their increased market dominance (T2B). These are important, but poorly understood, aspects of 
economic success or failure. The starting point for our research is the observation that global firms take 
advantage of segmented product and factor markets to organise production efficiently, either within or 
across firm boundaries. These activities affect firm and aggregate productivity, as well as shaping the 
distribution of productivity gains. One strand of research on GVC will consider how firms trade-off 
involvement in international trade and foreign ownership when structuring across different international 
markets. Do these decisions drive, or are they driven by, firm engagement in international trade? Since 
decisions around the structure of global firms have implications for firm outcomes another project will 
model how GVCs affect firm incentives to transfer technologies to international suppliers. A second 
strand of research on global firms (T2B) will move away from causes and focus more on the 
consequences of these decisions particularly in determining market power. First, we will model the way 
in which a country’s comparative advantage shapes sector-level competition in domestic and export 
markets; and second, how changes in production-stage-specific technologies affects outsourcing and 
market power.  



6 

 It is also clear – though understudied – that the multinational impacts of firms, technology and 
globalisation will affect labour markets, employment contracts and types of work. Globalisation of Work 
(T2C) will look at how alternative working arrangements (like gig economy work) have become a feature 
of work in many countries, as ‘informality’ (often through digital platform work) has returned to labour 
markets even in the best performing economies. It will also study the implications of technological 
change and globalisation for firm-worker matching, focusing on how workers get information and access 
to new sorts of jobs that are available in increasingly global labour markets. Shifts in the nature of 
employment contracts have also accompanied work globalisation, and how trade is affecting the nature 
of these contracts (e.g. by shifting towards temporary contracts and alternative work arrangements) will 
be studied using primary survey data that we will collect in the UK and in India.  
 Questions of transforming economic performance through improved worker skills have always 
featured prominently in the Education programme. The aims of any education system must be to 
provide relevant skills for life chances, cognitive development and wellbeing, to promote equality of 
opportunity and social mobility and to train a well-educated labour force to meet the changing demands 
for flexibility and responsiveness to an increasingly technologised economy. The LSE Growth 
Commissions I and II point to ‘years of inadequate investment in skills’ as a longstanding structural 
weaknesses in the UK and outlined solutions based on the Education programme’s findings. Since then, 
the Brexit vote and desire to reduce immigration has further sharpened the focus on skills. This follows 
on from the austerity measures that have hit schools badly with cuts in spending per pupil of 8% in real 
terms between the 2009-10 and 2017-18 school years (Belfield et al, 2018). Furthermore, mass 
academisation of schools has led to large reallocation of expenditure between schools and local 
authorities. The Education programme has evaluated both the effects of the expenditure changes on 
overall school performance (Gibbons et al, 2018; Holmlund et al, 2010), and the direct effects of 
academisation on pupil performance (Eyles and Machin, 2019). The challenge for our new research in 
these circumstances will be to consider the drivers of pupil and school performance (E1) facing funding 
retrenchment, new skill demands brought about by the new economy and changes in the post-Brexit 
composition of the workforce between natives and non-natives. 
 Research in E1A will investigate whether differential austerity and reorganisations of delivery 
across local authorities – e.g. differences in rates of academisation – have affected educational outcomes. 
With the evidence from other programmes of an increasingly technologised and digitised economy 
demanding new ways of working, the programme will focus on whether education institutions are 
equipping the future workforce with appropriate skills (E1B) by looking in-depth at school curricular 
changes and the continued relevance of helping pupils achieve basic levels of skills needed to follow 
them. Does school organisational reform (like academisation, free schools or university technical 
colleges) lead to school curriculum reform? Will a new focus on English and maths teaching address 
persistent problems of poor basic skills that continue to plague the lower end of the education 
distribution in the UK where 1 in 5 adults are classified as having severe literacy and numeracy 
deficiencies (OECD, 2016)?  
 Looking at provision Beyond Schools (E2), we will assess how the challenges of helping adult 
workers respond to the changing demand and supply of skills are being met. To do this, we will build on 
established CEP expertise, developed through CVER and ESRC-funded work for the UK’s Industrial 
Strategy, in the use of complex, large-scale administrative student data. Our work will be organised 
around two themes: technical education (E2A) and in-work training (E2B). Our work in technical 
education will look to answer under-researched questions. Does variability in institutional quality in post-
16 technical education provision across England affect individual labour market outcomes? What 
determines differences in wage returns to vocational education and are there heterogeneous effects for 
disadvantaged students? E2B will move the focus onto in-work training and by exploiting a recent policy 
reform that changed the age eligibility of a programme will attempt to assess sources of the underlying 
causes of decline in training quality (Green et al, 2016). The outcomes of all three projects will provide a 
strong evidence base for the development of effective policies for the production of adult skills. 
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 What are the labour market conditions necessary for addressing the relatively lacklustre economic 
performance of the UK? The Labour programme will study labour productivity of workers 
complementing Education programme research on skills of the current (adult) and future 
(schoolchildren) generations. While UK labour market flexibility has helped propel employment rates to 
historic highs, the growth of worker productivity remains anaemic. Compared to the 30-year trend prior 
to the global financial crisis, the UK’s productivity gap is around 14%, severely constraining pay growth. 
Furthermore, income inequality remains stubbornly high, not only by skill and gender, but also across 
regions. Following Brexit and changing patterns of immigration, UK firms and employees will face new 
challenges in adapting to new technologies and sectoral demands. 
 The Labour programme theme L1 will build on previous work on determinants of worker 
productivity by focusing on the impact of immigration and on how productive job matches are created. 
CEP research has explored the underlying productivity mechanisms, including the UK’s poor real wage 
performance and skill shortages (LSE Growth Commission, 2017). It has also explored the productivity 
boosting effect of robot adoption (Graetz and Michaels, 2018), where the UK is lagging, and the wage 
and employment effects of immigration (Ottaviano and Peri, 2012). Research in L1A will look to 
combine some of these insights, to study how the supply of immigrants affects the choice of production 
technology of firms. The plan is to exploit the expansion of the EU to eight East European countries in 
2004 to explore this question. Between 2004 and 2011, most EU countries kept their labour markets 
closed to these workers, while the UK opened up immediately. This differential treatment allows us to 
test whether increased supply of immigrants affected productivity in the industries most affected, and 
whether firms altered production choices in response e.g. substituted workers for technology (Lewis, 
2011). Other migration work will flip the focus to study how local labour markets are affected by the 
outmigration, rather than the immigration, of workers. Here, the research will focus on one of the largest 
episodes of historical outmigration on which we have data, the emigration between 1875 and 1925 of 
more than 8 million Italians, approximately half of whom emigrated to the US. We will assess the short-
run effects on productivity in agriculture and the longer-run effects on industrialisation and the structural 
transformation of the Italian economy. 
 Turning to quality of work and labour market structure, in L1B we will look at Good and Bad 
Jobs, and No Jobs. Such issues have been of longstanding interest to CEP but recent labour market 
trends highlight the need for a renewed focus on questions of unemployment, under-employment and 
informality. While the UK is experiencing record levels of people in work around 15% of the workforce 
are in solo self-employed jobs (Boeri et al, 2019), many of them in the gig economy, with low levels of 
social insurance and covered by limited employment legislation (e.g. no minimum wage). A key question 
is whether this new ‘informality’ offers people flexibility which they value, or whether it means they are 
increasingly stuck in low wage employment with little prospect of career development. Research in L1B, 
some of which is joint with IFS, will look at these new forms of work and at how minimum wages and 
tax credits affect their value to people. Do zero-hour contracts increase income uncertainty and eligibility 
for tax credits, as well as the impact of alternative work arrangements more generally? We will also 
consider whether the minimum wage, whose spread and rate have substantially increased since 
introduction in 1999, restricts career advancement in some sectors, e.g. by reducing promotion prospects 
or by extending employment durations on the minimum wage. CEP carried out pioneering work on how 
the introduction of the minimum wage would not affect employment or competitiveness, key findings 
that increased support for its introduction, but the effect on career advancement is an area on which we 
have no evidence and has important implications for policy. The third area also studies earnings 
dynamics, and will analyse how long individuals stay in high or low wage jobs, and how this has changed 
over time. Finally, on no jobs (unemployment, inactivity and non-participation), we will investigate the 
role of information available to jobseekers. Do those who receive better information have better chances 
of finding suitable jobs by more realistically appraising the opportunities available? We will collect self-
reported information on jobseekers’ beliefs on their re-employment prospects, and use an RCT that gives 
tailored information to some jobseekers and not to others. (A similar approach featured in the Education 
programme’s appraisal of the role of information in the matching of subject choice to future career 
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tracks and wage returns). If better information turns out to influence the chances of job search success, 
this would be a very effective low-cost policy choice. Embedded in all these projects is a pressing need 
for research that helps create good jobs that can function with modern technologies to improve 
economic performance. 
 The Growth and Trade programmes explore the causes of technological change, a central driver 
of long-run growth. The Labour theme New Technologies, L2, will look at the consequences for 
earnings, and living standards and explore the uneven effects of transformation asking who benefits and 
who loses? CEP research has studied the effect of robots on workers’ wages and employment (Caselli 
and Manning 2019; Graetz and Michaels 2018) and the role of technological change more broadly in 
driving labour market polarisation (Goos et al, 2014; Michaels et al, 2014). L2A will push this agenda 
forward studying not only macroeconomic issues, such as the price and employment effects of 
automation and innovation, but also social impacts, such as the damage technology-driven occupational 
obsolescence may do to health, wellbeing, and family stability. These projects will capture the landscape 
and extent of automation and innovation both directly, through e.g. the use of patent data, and indirectly, 
by looking for shocks in prices of imported technologies or the long-run decline of specific occupations. 
In L2B we will focus on digital work. We will study the impact of one technological change in depth, the 
effects of broadband on remote work and how this has scope to differentially affect the careers of men 
and women.  
 Does where we live and work and where employers set up firms affect productivity and 
economic performance? The Urban programme has a track record in studying such spatial effects (Fujita 
et al, 1999). Given that the majority of the world’s population now lives in or is moving into cities, the 
Urban projects will study how the process of economic growth and structural change contributes to the 
evolution of urban systems. What are the initial characteristics of new settlements which when 
established, stay small, while others grow into towns or cities? What do we know about the frequency of 
settlements of different sizes across space? How are outcomes shaped by physical geography, and by 
national policy stances and institutional systems? 
 Urban theme U1 (Rise and Decline) will contribute to these questions through research around 
four sub-themes. CEP and SERC research increased our understanding of how agglomeration 
economies (D’Costa and Overman, 2014), the transport network (Gibbons et al, 2019) and the sorting of 
workers (Gibbons et al, 2014) explain the rise and decline of specific cities. We now plan to concentrate 
attention on institutions and technology, previously studied in the macroeconomic literature on growth 
(Acemoglu et al, 2005) and the economic geography literature (Storper, 2013). Long-Run Growth (U1A) 
will provide new evidence on the long-run effect of institutions, technology and planning on spatial 
productivity. A first project constructs long-run historical data to investigate how broad institutional 
differences shape city fortunes by looking at urban activity within Central Europe, where some regions 
and towns were placed on the ‘Western’ path, others on the ‘Eastern’ trajectory. Long-run historical 
differences will also feature in a second project looking more narrowly at the role of specific institutions 
by examining how the efficiency and specialisation of courts in dealing with cases of the industry that 
dominated in a particular region, affect current patterns of industrial specialisation across UK regions. A 
third project will use historical changes in the London planning system (which at different times has put 
different emphasis on lower versus higher density, the importance of green spaces, and the role of roads 
versus rail) to consider the extent to which historical planning restrictions affect today’s patterns of 
development. Finally, we will use novel historical data from 1700-1900 on individual scientific and 
technological breakthroughs across all of Europe to study how the location and dynamics of innovation 
interact. 
 U1B will look at places in the process of growing, focusing on which land gets developed. This 
links to the projects in U1A which emphasise decisions made today about where to build can have 
implications for future economic performance and how households will live. CEP has a strong tradition 
of research in this area that seeks to understand how institutions, such as planning, and economic forces, 
such as changing transport costs, interact to determine land use (Burchfield et al, 2006) and to 
understand the consequences for firms and households. These issues are acute in rapidly urbanising 
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places and our first project in U1B will focus on this using the example of growth of new mega-cities in 
Africa. Work will develop new theoretical models and make use of extensive satellite imagery since the 
1970s to explain the spatial pattern of urbanisation and the development of urban giants. This research 
builds on extensive CEP work on developed countries (Henderson et al, 2016). A second project will 
focus on location of new urban development in established systems looking specifically at extensive 
building on flood plains. Since this is clearly bad policy we need to understand why and where it is 
occurring. A third project will look at the role of transport infrastructure and whether it really leads to 
new economic activity, through the development of commercial and residential space. Although it often 
seems self-evident that it does – e.g. the ‘big box’ developments that can be seen around the UK in 
primary roadside locations – we have little evidence on whether existing or new infrastructure is the 
more important driver of land use changes. All three projects will develop innovative ways of using 
remotely-sensed land use data to assess the factors leading to changes in the built environment, a 
fundamental determinant of both economic performance and urban inequality. 
 In considering the determinants of city productivity and economic growth, we need to consider 
in U1C the stability of towns and cities and their short- and long-run response to different shocks. A key 
question is how towns and cities adjust to trade shocks, why some adjust faster than others (e.g. London 
after the financial crisis) and the implications for longer-run growth and decline. We will develop a new 
conceptual framework and apply it to towns and cities in the UK. Related research will look at how the 
urban system responds to demographic shocks by analysing the short- and long-run impact of the huge 
demographic changes induced by the First World War. This research clearly complements the even 
longer-run historical projects in U1A. Finally, U1D (Housing Supply) will look at the critical role of 
housing supply in keeping cities affordable and by doing so facilitating population growth in our more 
productive towns and cities. CEP researchers have contributed much to our understanding of these 
issues in the UK, particularly around the role of planning and the lack of response of housing supply 
(Hilber and Vermuelen, 2016). Work here will build on this using more geographically-refined data 
combined with historical data on green belts and planning regimes, to better estimate the consequences 
of supply for local house price elasticity. We will also look at the role of other factors that affect or 
interact with housing supply, including the supply of credit in the mortgage market and the political 
fragmentation of planning authorities (which means many authorities need to collaborate to allow land 
for housing). 
Some of the research in urban theme U2, Internal Organisation, will complement our research on the 
rise and decline of towns and cities by looking at what happens inside those towns and cities, and how 
this helps explain differences in economic performance. We plan to look at the sources and strengths of 
agglomeration forces in U2A, Externalities, by studying within-place variations in urban structure. 
Effects resulting from ‘vertical agglomeration’ can be evaluated, by building on developments in urban 
economics which has recently started to explore the vertical structure of cities focusing on height 
(Ahlfeldt and McMillen, 2018), rent (Liu et al, 2018a), and density (Liu et al, 2018b) gradients. Data from 
the Business Structure Database matched to lease-level data from the leading providers of commercial 
real estate data in the UK (CoStar and Estates Gazette) will be used to look at agglomeration spillovers 
and their effects from using within-building variation. A second within-place project will use variation in 
transport-induced labour market access from all transport improvements in Germany between 1999 and 
2015 to analyse the economic and social impacts of inequalities in transport availability. The impact of 
transport will also be the focus for our third project on internal organisation. Time spent travelling is a 
major cost for households living in our towns and cities and savings to journey times are used to value 
the benefits of transport improvements. However, improvements in commuting times trigger 
reallocations of employment and population that eliminate some of those time savings. Our work will 
use highly detailed spatial data, combined with a general equilibrium urban model to understand how 
changes to transport time change the internal structure of the city and how these effects change our 
understanding of the benefits of transport investments.  
 The Community Wellbeing programme will mostly undertake work to shed light on CEP’s 
second theme – inequality and sharing the gains of prosperity more equally. These projects are described 
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below, but it is worth remarking that some of the work of the Community Wellbeing programme does 
speak to economic performance questions and does cross-cut with some the projects already discussed. 
To illustrate with an example, the research in C3C on the impact of money laundering (discussed below) 
highlights that these activities can distort both asset prices and market prices in communities by pushing 
legal operators out of the market. 
 Before moving to our second major research question, we should point out that the programme-
by-programme presentation above partially masks the strong research complementarities and cross-
cutting dimensions of the programmes and projects. To cite just three examples: 
i) New technology: The extent to which new technologies transform performance is critical and 
features prominently in our research programme. Growth and Labour, will study the role of new 
technologies such as AI and robotics on productivity (G2B, L2A) and the digitisation of the labour 
market, e.g. as featured in gig economy jobs and other alternative forms of employment (L2B). In terms 
of the aim of transitioning to a low carbon economy, adoption of new clean technologies also forms a 
vital research endeavour (G2B). The global dimension of technology, jobs and alternative work 
arrangements will be studied in Trade (T2C). 
ii) Causes and consequences of market power: While modelling imperfect competition in product 
and labour markets has been a core feature of theory and empirical work in economics, the impact of 
market power exercised by global firms on economic performance and inequality has received less 
attention despite its increasing importance at sub-national, national and world level.  CEP will remedy 
this by crosscutting projects on firms in Trade and Growth, and on workers in Labour. The substantial 
market power of ‘Superstar’ firms features in Growth (G1A) and how global firms maintain their market 
power through GVCs (T2A) and how they react to competition (T2B) are studied in Trade. In Labour, 
the implications of increased firm market power for workers will be studied in L1B and L3A. The Trade, 
Growth and Labour projects are bound together by policy concerns that recent trends of rising firm 
mark-ups, and monopsony power may imply an antitrust harm that reduces welfare. 
iii) Policy shocks and their impact on performance: The way in which policy-induced shocks can 
affect economic performance features in the Urban, Labour and Education programmes. For example, 
U1C studies the propagation of different economic shocks (trade and demographic) to see how they 
affect towns, cities and communities. In Labour (L1A, L3A) migration and spatial shocks have potential 
impacts on local wages or employment and on individual earnings dynamics. Education E1A studies the 
impact of policy shocks from the strong austerity-induced cuts to school and further education college 
budgets on pupil and school performance. 
 
2). Inequality [Themes C1, C2, C3, U2, L3, E3, T3] 
 
 How the gains of prosperity can better be shared across the income distribution is the second key 
area of our research. Over time this has come to matter more as the past 30 years have seen income 
growth disconnect, or ‘decouple’, from productivity growth as gains became more unequally distributed. 
Since the financial crisis, the lack of income growth in real terms has made this a pressing issue. 
 The community angle of inequality has received less research attention from economists than the 
huge amount of work on individual and household inequalities. The new Community Wellbeing 
programme will rectify this by improving understanding of how wellbeing can be enhanced to sustain 
and improve community social cohesion, quality of life and safety. The research will focus on the impact 
of unevenly spread effects of economic growth on individual and community wellbeing or happiness, 
quality of life and crime.  
 CEP has been at the forefront of studying and measuring wellbeing and happiness, placing the 
use of wellbeing measures of individual and community welfare high on the policy agenda, making the 
case for public investment in wellbeing and developing research to model wellbeing over the life course 
(Layard, 2011; Clark et al, 2018). This is important, not least because growth brings with it changes that 
are often disruptive to communities, the individuals living in them and the social networks, values and 
norms that bind them together. Although often unavoidable, such disruption can harm social cohesion 
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and as communities respond, this may both undermine wellbeing and, in the long run, potentially harm 
economic growth. Community Cohesion theme, C1, seeks to understand and quantify the relationships 
between community cohesion and economic change to help inform policies that are consistent with 
desirable growth. 
 C1A will use new data and modern econometric analysis to study wellbeing inequalities. This is a 
surprisingly under-researched dimension of the empirical wellbeing and happiness literatures. How do 
economic and social shocks affect community wellbeing, and by affecting some individuals more than 
others, do they affect the inequality of wellbeing? Is variation in community wellbeing stable over time, 
and how much of this variation is explained by differences in demographics? Where are the happiest 
workplaces located, and what is distinctive about them? A first project will study happy and unhappy 
communities, building on the notion that, even when moving rates are high (like in the US) large, 
persistent wellbeing inequalities across regions remain (Glaeser et al, 2016). We will look in more detail at 
community wellbeing inequalities in the UK, and how they relate to patterns of migration and the 
reasons why such inequalities persist over time. This will take into account various standard economic 
explanations (e.g. direct moving costs and indirect, non-monetary costs such as location-specific human 
or social capital) and behavioural factors (e.g. myopia or inertia in time preferences measured through 
self-reports or experimentally using a behavioural task). A second complementary project will develop 
wellbeing maps. These will be both at the global level, using wellbeing information from the Gallup 
World Poll, as in the annual volumes of the World Happiness Report, and at UK-level, with data from 
the Annual Population Survey and Understanding Society. Apart from describing the distribution of 
wellbeing, we wish to understand how this is related to income and other variables. Analysing how much 
of the geographical distribution of wellbeing is explained by income will also allow us to calculate an 
implicit value for the non-pecuniary benefits of different regions. We can then consider how 
geographical inequality in income changes once we correct for the value of non-pecuniary benefits.  
 Loneliness and isolation are on the rise across the globe as changing populations live to older 
ages, people are more likely to live alone and as migration away from birthplaces has risen (Steptoe et al, 
2013). CEP research has also noted the rise in depression and anxiety disorders and their impact on the 
individual wellbeing of children and adults, and on the economy (Challen et al, 2014; Fleche and Layard, 
2017; Layard and Clark, 2015). The economic and social consequences of both of these phenomena need 
to be better understood. On loneliness (C1B), our research will build an extensive and accurate picture of 
loneliness, how its prevalence has evolved over time and space and the role of economic and social 
factors. This is an important aim given that one quarter or more of people in Europe and North America 
now live on their own, with the figure in the UK being 32%, and that loneliness may be driven by 
different factors at different ages (Victor and Yang, 2012). Moreover, isolation and loneliness are 
independently associated with health, health behaviours and mortality (Steptoe et al, 2013, and Shankar et 
al, 2011).  
 For depression, the focus will also be on geographical variations. Recent years have seen a steep 
rise in the prescription of anti-depressants in the UK (BMJ, 2019) and prescription rates show marked 
geographical disparities. Academic studies have investigated a range of issues related to prescribing, 
looking at cross-country associations between socioeconomic factors and prescription rates (Lewer et al, 
2015), neighbourhood variation in prescribing rates (Hull et al, 2005) and associations between 
individual-level employment outcomes and anti-depressant use (Virtanen et al, 2008). But there is no 
systematic evidence on how changing labour market conditions affect the use of anti-depressants at the 
community and local geographical level. We plan to provide this evidence using UK labour market data 
linked to NHS prescribing data available monthly by GP practice.  
 Amenities in different communities forms the second main theme of the Community Wellbeing 
programme on Quality of Life (C2). Community wellbeing depends on more than the economic 
opportunities available to households because a much broader set of factors determine quality of life. A 
large academic literature addresses these issues (Glaeser, 2011). CEP research has contributed to 
empirical literatures on community economic inequalities, e.g. through work in the Communities 
programme on the spatial concentration of joblessness (Amior and Manning, 2018) and through Urban 
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programme work on how local amenities get capitalised into house prices affecting housing affordability 
and the composition of neighbourhoods (e.g. Gibbons, 2015; Gibbons et al, 2013). This needs to be 
extended to broader factors to better judge overall community welfare. 
 In the past, our research on amenities in the Urban programme emphasised their importance for 
overall urban performance – e.g. by looking at the effect of green belts designed to conserve open space 
on house prices and overall city growth (Cheshire, 2014). While study of these effects is still a focus of 
the Urban programme, the Community Wellbeing programme will focus on how housing and broader 
urban area quality and amenities directly affect the wellbeing of individuals living there (C2A and C2B 
respectively). Starting with housing, we will look at how the planning system affects housing unit size. 
Crowded conditions are a major determinant of household wellbeing. The tendency of new build houses 
to be small and poorly designed is frequently cited as an unintended effect of constraints on land supply 
and the associated concentration of market power in the home building industry. Our research will move 
us beyond anecdote by systematically studying the link from planning constraints to housing size 
providing a better understanding of this important policy question. Moving beyond the effects on 
individual households, we will also study the ways in which housing costs affect community make-up, 
another key determinant of community wellbeing. Research will focus on two key dimensions of 
neighbourhood composition by looking at the effect of housing costs on segregation by age and by 
income. The young are disproportionately renters, and the old tend to be owner-occupiers. Current 
affordability issues in large cities have been acute for the young, potentially leading to changes in 
behaviour and spilling over into other forms of inequality. Our research will help understand how 
intergenerational inequalities shape location choice, as well as the subsequent effects on the 
characteristics of neighbourhoods and processes of neighbourhood change. Related research will 
consider the evolution of different housing tenure patterns and local gentrification. The object is to 
examine how changes in the urban environment induced by government programmes affect economic 
and social outcomes, such as crime rates, educational attainment and social behaviour (e.g. voting 
patterns). The UK provides a fertile test bed of programmes designed to change the urban environment: 
most notably the ‘Right-to-Buy’ policy allowing certain council tenants to purchase their council house at 
subsidised prices (and subsequently the policy of ‘Right to Acquire’ for other social housing – see Disney 
and Luo, 2017), but also various urban renewal programmes and subsidies designed to encourage home 
ownership directly such as ‘Help to Buy’. Findings from these related C2A projects will help inform 
discussions on housing policy, which is important for lifetime inequalities in living standards that are 
increasingly pronounced and causing big wellbeing inequalities for younger people. 
 Our work on amenities and consumption (C2B) will broaden focus from housing to other 
amenities that are important determinants of individual and community wellbeing. A natural first step, to 
complement our work on housing and land supply, is to look at broader effects of the built environment. 
A concern here is the relationship between urban density and the extent of urban development and the 
availability of green space. Our existing research tended to focus on the green belt while ignoring 
questions around smaller pockets of green space such as parks. To redress this imbalance, we will explore 
the relationship between the spatial structure of cities and access to public recreational spaces, an issue 
on which systematic evidence is virtually non-existent as pointed out by Ahlfeldt and Pietrostefani (2019) 
in their survey on the economic effects of density. A complementary project will focus on the wellbeing 
impacts of these green urban spaces, extending the existing literature which has traditionally studied the 
impact of these spaces indirectly by looking at the capitalisation into house prices rather than looking 
directly at the wellbeing impact. Both these projects will use innovative sources of data with the first 
focusing on very detailed land use data and the second on using machine learning and Google street view 
to measure the quality of urban spaces. Of course, green space is not the only non-market urban amenity 
that plays a potentially important role in household wellbeing. A third project will again use innovative 
data (geo-tagged big data from social media websites) to document and analyse the spatial distribution of 
a wider set of amenities.  
Turning from amenities, our research on consumption will use high frequency transaction data to 
improve our understanding of consumption dynamics in a large set of developed countries. Although 
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patterns of income and wealth inequality have been documented extensively (Piketty et al, 2018), much 
less is known about inequality in consumption spending. A final project moves away from directly 
measuring spatial differences in amenities and consumption and instead seeks to understand how the 
overall level of amenities differs across space by examining how UK families trade off differences in 
wages, housing costs and amenities when deciding where to live. This research will give us a better 
understanding of how the differences in amenity and consumption that we have been studying in C2B 
help determine the composition of neighbourhoods that was a key focus of our research in C2A.  
 Despite the high economic and social costs of crime, and notwithstanding considerable recent 
progress, partly enhanced by vastly superior police and crime data access obtained by Kirchmaier at 
CEP, the understanding of the economics of crime and policing remains in its infancy (Draca and 
Machin, 2015). If wellbeing is to flourish in communities, we need to know how their safety can be 
maintained. The third Community Wellbeing theme (C3) covers the causes of violent crime, economic 
crime and drivers of police productivity.  
 Policing projects (C3A) will look at the effect of community policing and its impact on crime. 
For these, availability of, and access to, rich administrative data from different police forces will be vital, 
allowing us to study how funding cuts have affected the police service and the impact of non-pecuniary 
incentives for police officers. C3B will analyse why, after decades of falling, rates of violent crimes are 
rising in the UK and elsewhere. We will study the possible role of gangs in driving this upward trend, 
how they form, and their impact in driving knife crime, a current preoccupation of UK policy circles. We 
will also build on highly cited CEP research (e.g. Machin at al, 2011) on the causal effects of education 
and crime by using rich administrative data to consider the impact of education and education policy on 
criminality, and links between discipline and disorder issues in (and out of) school and knife crime. Key 
to this is the question of whether keeping young people in the schooling system lowers the return to 
criminality, because individuals accumulate human capital or because they are not exposed to other 
criminal peers by simply being kept ‘off the streets’. Organised crime groups, which are often active at 
the local community level (e.g. controlling drugs, violence and fraud through social control) can pose a 
major threat to community wellbeing. C3C will look at formation of these groups and how law 
enforcement can combat them. Some of this will be at local level. Also, we will study money laundering 
through access to several novel data sources, including bank data on transactions that flow across 
international borders. 
 Part of Urban theme U2, Internal Organisation, relates to the Community Wellbeing research by 
focusing on place based inequalities of towns and cities where differences can be crucial to 
understanding what happens in communities. Above, we already discussed our research on the link 
between infrastructure and changes to urban structure and economic performance. As mentioned then, 
time spent travelling is a major cost for communities living in our towns and cities so understanding the 
effects of transport investments has a clear community-wellbeing angle. A second transport project in 
U2A will consider this more directly by focusing specifically on commuting flows using Oyster data from 
the London Underground to understand why people dislike long commutes. Is it because tickets for 
these commutes cost more? Alternatively, is the deterrent the opportunity costs of time spent 
commuting or the general disutility of travelling on crowded commuter infrastructure? The other Urban 
research with important implications for place-based inequality turns from travelling to shopping and 
asks how we can combat the decline of the high street and the reduction in community wellbeing that 
follows it – a question of considerable public concern, yet understudied by urban economics. Projects on 
retail in U2B will use novel credit card data to document the source and scope of the consumption 
benefits of cities by analysing how consumers substitute between online stores and new brick-and-mortar 
stores and the spatial re-organisation of commercial retail in response to these on-line competitors. 
These are important, yet under-researched, developments for wellbeing as the rise of online retail over 
the last two decades has precipitated a dramatic shift in consumption patterns that carries broad 
consequences for welfare and the spatial organisation of economic activity. Not least here are the 
contrasting experiences of ‘left behind towns’ and the decline of the high street on the one hand, and 
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thriving communities on the other, differences which are driving spatial inequalities in income and 
wellbeing. 
 Labour market inequality in the UK, as in many western countries, has remained stubbornly high 
in recent years, with important social and political implications. CEP research has studied various aspects 
of this phenomenon, including long-run wage inequality trends and their drivers, top-tail income 
inequality (Bell and Van Reenen, 2013), and regional and localised inequality (Amior and Manning, 2018; 
Manning and Petrongolo, 2017), as well as inequality by gender (Azmat and Ferrer, 2017). The huge rise 
in UK wage inequality that occurred from the late 1970s onwards has not by-and-large been reversed, 
other than a minor pullback since the onset of the financial crisis. The 90-10 wage ratio for all workers 
rose by 53% between 1980 and 2018, reaching a peak (68% higher than 1980) in 2011, then dropping 
back a little subsequently (Giupponi and Machin, 2019).  
 The Labour programme plans to probe this more deeply in several ways to develop a better 
understanding of wage inequality trends. Theme L3 will examine questions of inequality across space, 
gender and jobs. The projects in L3A will investigate spatial inequality, complementing related research 
in the Urban and Community Wellbeing programmes. A first project will use new micro data on 
consumer and house prices to investigate real wage changes in the UK at detailed spatial level. Spatial 
variations in employer market power, features in work that will look at the role of employer 
concentration in local labour markets, and how this affects workers’ earnings. This project will stress the 
importance of worker mobility across occupations and locations and use complementary theoretical 
approaches to help structure the data analysis. We will also look, using US Census data, at migration 
responses to economic opportunity that vary by skill level, to offer different perspectives on persistent 
joblessness – e.g. it may be that migration exacerbates differences in skill levels across areas in a way that 
is to the detriment of those who remain. Sub-theme L3B turns from spatial inequality to develop CEP’s 
work on gender inequality and understanding the wage gap. We will look at the role of flexible working 
arrangements in potentially ameliorating the negative pay consequences of childbirth. Using rich data on 
lawyers, we will investigate the role of early careers aspirations and workplace experiences on the gender 
pay gap. In another strand, the focus will be more on the scope for flexible working arrangements to 
affect gender pay gaps and job flexibility. A UK survey will be designed to better study this, including 
choice experiments where stated preferences for different pay and job flexibility vignettes will be 
randomised for survey participants with the aim of eliciting willingness to pay. This will complement our 
other gender work in L2B on digital work and T2C on the globalisation of work. 
 Closely related to the labour market causes of inequality are the seemingly perennial basic skills 
deficiencies of workers (OECD, 2016) which have contributed to the UK’s problem of low social 
mobility (Elliot Major and Machin, 2018) to be covered by the Education programme. The youth labour 
market has again re-emerged as a problem in recent years, with real wage falls especially pronounced 
since 2008 among younger workers (Blanchflower et al, 2017). Theme E3 will address these challenges 
by looking at the links between education and social mobility. The role of education in combating 
inequality and low social mobility will be investigated in E3A by studying selection issues for school and 
university admissions: for schools, the focus will be on whether access to information about school 
quality and differential preferences leads to segregation in schooling by socioeconomic background; for 
universities, the focus will be the impact on employment of students choosing university courses that are 
less selective than they are qualified for. The other aspect of inclusiveness to be studied will be about 
how well children of immigrants do in the schooling system. It will look at how competition with 
children of skilled and ambitious immigrants affects the investments of UK parents in their children’s 
education. In E3B, we shift to the question of access to opportunity and consider how this varies by 
differential spend of time and money on education according to socioeconomic background. The two 
dimensions to be considered are how parental investment activities (e.g. private schooling; tutoring; 
residential choice) cause gaps in economic and social outcomes for people from different socioeconomic 
backgrounds, and how private schooling affects access to university and subsequent achievement at 
university and in the labour market (developing and extending earlier CEP research on wage returns to 
private school by Green at al, 2012, using more recent and better data). 
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 Long-term trends in the world economy suggest that technological change, globalisation and 
inequality are intertwined. Changes in economic integration across countries caused by resurgent 
nationalist tendencies, epitomised by Trump’s new protectionism and free trade restrictions which may 
follow Brexit, have potentially important distributional consequences for consumers and workers. They 
lend additional salience to the questions posed by our Trade programme over many years. T3 in Trade 
will develop modelling approaches and new empirical analysis to ask: What are the sources of the welfare 
gains and losses for different groups associated with trade expansion and contraction? What are the 
distributional consequences of changes in the extent of economic integration across countries? T3A will 
develop models and empirics that incorporate heterogeneous workers as well as firms, in order to re-
examine the relative impact on income inequality of technological change and globalisation in sectors 
characterised by rising import competition from emerging economies. Consequences of the rise in 
populism will also feature, through study of rising electoral support for economic nationalism in 
geographical areas where those sectors exposed to more trade are clustered. A related area will be to 
study workers’ experience in internationally active firms (by using rich matched employer-employee data 
from Portugal) to assess whether working for an international firm increases current and future wages. 
 T3B studies winners and losers from Brexit, the biggest shock to UK economic policy in a 
generation and symptomatic of a new protectionism among global policymakers (Fajgelbaum et al, 2019). 
The focus is on the economics of Brexit, a research and policy area where CEP has been the pioneer. 
Our work prior to the vote to leave the EU predicting the likely GDP and household income 
consequences has become some of CEP’s most visible, highly cited and quoted research (e.g. our Brexit 
series of papers were downloaded more than two million times up to March 2019). Two strands of 
research are proposed. The first will shed new light on firm and worker responses to the policy changes 
from Brexit. The precise questions studied will depend, in part, on what form Brexit takes, but one 
important dimension will be understanding the effect of Brexit on investment and productivity and how 
these firm-level responses may affect wages and living standards in the UK.  
 The focus of the second Brexit project will be on how well the ex-ante trade models used in the 
highly influential earlier CEP research did in terms of accurately predicting post-Brexit outcomes at both 
the national and spatial level (Dhingra, Huang et al, 2017; Dhingra, Machin et al, 2017). Ex-post analysis 
of the UK economy in the event of Brexit would provide new insights into the sources of divergence and 
the solutions needed to improve the efficacy of quantitative modelling for counterfactual welfare and 
policy projections. The CEP trade model provided some of the early and influential projections of the 
welfare impacts of various Brexit scenarios for the UK economy and the rest of the world. It therefore 
presents a pre-specified research design that can be confronted with actual ex-post data and, as such, can 
offer a stronger evaluation of the usefulness of quantitative trade models for future welfare and policy 
analysis than is usually possible. 
 While the Growth programme focuses more on economic transformation, rather than how 
growth can be shared and can reduce inequality, aspects of that programme, including the proposed 
projects on disadvantaged inventors and on superstar firms have direct implications for inequality and 
the sharing of gains from prosperity. More generally the economic performance findings from Growth 
and what they say about distributional outcomes for firms, regions, communities and workers will be 
vital inputs into the way in which the other programmes and CEP are able to study inequality. 
 Just as for Economic Performance, there are lots of complementarities between programmes and 
projects looking at inequality ensuring issues are comprehensively covered from a range of approaches 
(e.g. micro, macro, looking at a range of outcomes, studying policies in different settings, structural and 
reduce form modelling). Examples include: 
 i) Place-specific inequalities: Assessing the importance of place-based inequalities for 
communities, towns and cities appears in the Urban programme (U2A, U2B) where we look at efficiency 
and distribution issues; in Community Wellbeing - for social problems like crime and low levels of 
wellbeing including loneliness and depression (C1A, C1B, C3B) and in Labour (L3A) looking at 
geographic differences in real wages.  
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 ii) Economic and social mobility of young people: How changing labour, education and 
housing markets have resulted in very different economic and social mobility prospects for younger 
people compared to previous generations is a cross-cutting research endeavour in projects in Education 
(E3A, E3B), Labour (L3A) and Community Wellbeing (C2A, C3B). 
 iii) Economic effects of austerity and populism : How spatial impacts of migration, technical 
change and globalisation affect firms and community wellbeing, people and places left behind in the 
wake of austerity and the rise of populism feature in e.g. Brexit work in Trade (T3C), impacts of 
migration in Labour (L1A), cuts to school and police budgets in Education (E1A) and Community 
Wellbeing (C3A). 

 
 
 


