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Improving productivity requires choosing cities for investment: LSE experts

Massive investment to improve productivity, and incomes, in Manchester and Birmingham would
help improve national economic growth and close the income gap between London and the rest of
the country, an LSE election briefing says.

In the briefing Spatial disparities in productivity and income, researchers at the Centre for Economic
Performance (CEP) based at the LSE say that while continued growth in London and the south-east
is necessary to escape economic stagnation, the next government must address the gaps between
London and other major cities.

“In a world of limited resources, where economic forces reward spatial concentration the biggest
dilemma facing the government is not what and how, but where to prioritise investment,” the
report states.

The authors highlight that:

e The UK has high and persistent spatial disparities in productivity, with the most productive areas
performing 50% higher than the national average.

e The UKis a world leader in complex tradable services — representing 45% of the economy. The
services sector depends on high-skilled workers and the firms that employ them, and these are
both increasingly spatially concentrated, particularly in London and the south-east.

e Improving UK productivity means bigger high value-added services sectors, and a wider range of
cities succeeding with them.

e Levelling up policies will fail to reduce UK spatial disparities unless they better target spending.

The authors warn that even the UK’s most productive areas could do better — high housing costs
constrain growth and increasing housing supply in the right places should be a priority.

Henry Overman, co-author, said: “Escaping from stagnation, raising living standards and improving
generation-on-generation prosperity requires productivity growth. To make the best use of limited
public funds, means making difficult choices and prioritising sectors and places to turn around large,
underperforming cities. Spatially targeted investment of sufficient scale to bring about change is
needed.”

This election analysis describes the spatial disparities in the UK, and what causes them, and sets out
the different policy options, making clear the trade-offs to be considered, to improve UK
productivity.

The full report is available here CEP Election Analysis: Spatial disparities in productivity and income
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Notes to editors

1.

The Centre for Economic Performance (CEP) is an independent research centre based at the
London School of Economics and Political Science. Its members are from the LSE and a wide
range of universities within the UK and around the world.

The Centre for Economic Performance is part-funded by the Economic and Social Research
Council, part of UK Research and Innovation (UKRI) https://www.ukri.org/esrc

The What Works Centre for Local Economic Growth (WWG) helps to make local growth
policy more cost-effective, through better use of evidence and evaluation.

WWG is jointly hosted by the London School of Economics and Centre for Cities. It is funded
by the Economic and Social Research Council, the Department for Business, Energy and
Industrial Strategy, the Department for Levelling Up, Housing and Communities, and the
Department for Transport. https://whatworksgrowth.org/

About the authors:

e Henry Overman is professor of economic geography at LSE, CEP research director of the
Centre for Economic Performance, and director of the What Works Centre for Local
Economic Growth.

* Will Brett Harding is a policy officer at the What Works Centre for Local Economic Growth.

The Centre for Economic Performance, LSE, is producing a series of briefings that aim to
provide an impartial, evidence-based analysis of the key issues in the 2024 UK general
election.
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