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CLOSING MANCHESTER’S PRODUCTIVITY GAP WITH LONDON
New report outlines what can be done to boost skills and improve local living standards

Finding enough highly-skilled workers to enable Greater Manchester to make a serious dent in its
productivity gap with London will require action that goes beyond skills policy alone, a new report
from the Centre for Economic Performance (CEP) shows.

In “Hive of talent: what would it take to raise skills and productivity in Greater Manchester?”,
authors Aadya Bahl and Henry Overman, analyse the pathways through which skilled workers
currently join the Greater Manchester workforce — and the threats and opportunities within these.

“Nowhere understands better than Manchester — one of the cradles of the industrial revolution
and a world-leader in science research - that a city depends on the skills, talent and work of its
people,” co-author Henry Overman said. “Skills policy is key to improving living standards not only
for those workers, but for the city — and country — as a whole. But attracting and retaining the
skilled workers GM needs depends on improvements to jobs, housing, and transport that go
beyond skills policy alone”

Productivity in Greater Manchester before the pandemic was 35% below London’s. Closing this gap
to levels comparable to that between Paris and Lyon, France’s two biggest cities (a 20% gap), would
require a significant expansion of workers with degree and sub-degree qualifications — equivalent
to around 180,000 people.

The report authors explore ways of making that happen, notably in making the city a more
attractive place to live and work — thereby helping to retain and recruit higher numbers of UK-born
graduates — and promoting development of better sub-degree skills among local people who don’t
go to university — in particular encouraging more of them to get qualifications beyond A-levels.

The report, launched at a National Productivity Week event at Alliance Manchester Business
School, finds that:

e Between 2011 and 2019, Manchester added around 11,620 graduates and 2,380 sub-degree
qualified workers each year. Three pathways underpinned those increases: local
education (those who grow up in the city), the higher education system (those who move to
the city to study and stay), and migration (those who move to the city for work or other

reasons).
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e Local graduates who grew up in Manchester make a meaningful contribution to increases
over time. By the end of the 2020s this pathway will add roughly 9,700 graduates per year.
But even were attainment and retention rates raised to match London, the locally born
cohort is simply too small relative to the size of the workforce to generate the scale of
change required.

e Attracting graduates through the higher education sector makes the largest contribution,
with the number of retained graduates (around 11,500 per year by the early 2020s)
exceeding gains from local education by over 1,500. But this pathway is partly dependent on
international students: proposed changes to immigration policy could significantly reduce
the number of retained international graduates.

e Improving Manchester’s overall graduate retention rate (67%) to match London’s (79%)
would more than offset this loss, underscoring retention as the most important lever the
city can act on directly.

e Manchester’s gains from migration for reasons other than education are almost
entirely dependent on international flows, with internal migration currently running in the
wrong direction (to the rest of the UK). The city’s growing profile as a destination for high-
value employers provides grounds for cautious optimism. But translating this into improved
internal migration flows will require sustained progress on other factors like good wages,
transport and affordable housing.

¢ The sub-degree challenge is distinct and more difficult. In Manchester, 92% of those with
intermediate qualifications hold level 3 as their highest qualification and do not progress
further. Migration flows for sub-degree qualified workers are small and largely local, and
recent changes to the Skilled Worker visa threshold will further limit the contribution of
international migration. The city must rely on local talent to meet its needs at the sub-
degree level.

e Adult education provision is currently skewed towards level 3, and the Adult Education
Budget — while a valuable devolved resource — has not yet been systematically oriented
towards generating the level 4 and level 5 qualifications that are needed. Doing so would
make fuller use of the large pool of level 3 holders not currently progressing further and
would ensure that the benefits of growth are widely shared across the city.

Co-author Aadya Bahl, policy officer at CEP, said: “Greater Manchester does not need to replicate
London, nor should that be the objective. The goal is to create a more dynamic and resilient
economy that offers opportunities for residents, attracts skilled individuals from elsewhere and
supports the growth of high-productivity sectors.”

Read the report: Hive of talent: what would it take to raise skills and productivity in Greater
Manchester? By Aadya Bahl and Henry Overman.
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Notes to editors

e 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.

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

e The policy report was supported by the LSE Knowledge Exchange and Impact Fund.

e The report will be launched on 29 April at the Alliance Manchester Business School as part
of the National Productivity Week event: Skills, Talent and Productivity in Greater
Manchester. The event is jointly hosted by The Productivity Institute, Alliance Manchester

Business School and Unit M.

e About the authors
Aadya Bahl is a policy officer at CEP.
Henry Overman is a professor of economic geography at LSE and research director of CEP.

e For more information contact: Helen Ward, head of public affairs and communications, CEP:
07970 254872, h.ward1l@Ise.ac.uk
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