Rustbelts, Regional Inequality MANCHESTER
and the Politics of ‘Levellingup’
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Falling Incomes and Widening

Regional Inequality

7
Norway
PopReegRy slova li
enmark Sweden
L Vi
e [ ] ermany
£ 1 o
s fanc
o Slovenia Luxemboure
o o
= "e® Aust
° AUSTIS i J 3
a nland Czech Republic
E lgium South K -+
& g
5 IPar sra
o 0
= ®
e
= -
¢
=
1 °
UK
e
F.
ontract
LI
1 (
2007-15 annual GDP compound growth rate

MANCHESTER

1824
The University of Manchester

I The rich get richer ]
GDP per person* of poorest and richest regionst
National average =100

0 100 200 300 400
Britain > + 0843
1,150
Germany| 3 ® o
United ° !
> 4 Poor Rich
@
States 00—
France | g e 20150 @
South Py
Korea : ®
Italy : ..
Japan > °
Spain %
*At purchasing-power
Sweden : 3 parity, 2010 prices
Sources: OECD; TOECD lower-level
The Economist regions and US states



Secular Stagnation, Covid and
the Cost of Living Crisis
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Real wages are falling sharply in the eurozone

Nominal hourly wages and salaries adjusted for CPIl, annual % change
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Advanced economies already RSk
polarizing prior to current crises

The University of Manchester
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Long term policy problem: MANCHESTER

UK has higher level of regional inequality than any other
large wealthy country

® Analysis shows UK's regional inequality worse than 28 other advanced OECD countries
& Award-winning regional scientist concerned that media proliferates misleading narratives over inequality
® Professor Philip McCann argues develution and decentralisation will help address causes of Brexit
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16,000 t0 16,999
15,000 w0 15,339
14,500 10 14,939
14,000 %0 14,499
13,000 10 13,599

1824

regional/local inequality...

Table 7.1. International comparison of regional inequality

UK 4 1 1 1 1
Germany 7 3 2 3 2
France 21 20 3 6 8
us 14 17 4 18 1"
Italy 2 9 12 16 12
Netherlands 17 16 11 17 16
Spain 11 18 24 23 20
Sweden 25 26 25 26 26

2 Table 7A.1 in the online appendix shows the ranks for all 27 countries.

Note: Ranks are out of 27. A rank of 1 would indicate the highest level of inequality and a
rank of 27 would indicate the least. Overall rank is calculated as the rank of each country's
mean ranking across all six of our measures of regional inequality in GDP per capita (the four
shown in the table, along with the ratio of the maximum region to the median region, and the
ratio of the maximum to the mean region).

Source: Authors’ calculations using OECD.Stat regional GDP (accessed 19 August 2020).

‘31 years after German unification, the per capita GDP of the North East of our country, Yorkshire, the
East Midlands, Wales and Northern Ireland is now lower than in what was formerly East Germany...’



Places ‘left behind’ decline MANCHESTER
over many electoral cycles
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Don’t Matter?
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The problem is territorial:
places matter! We need better,
not more, not less policy.

~ The welfare of the places that
I.: ‘(:o:ndter”ehx:rfTe s:ilitics rﬁ:jve global democracies’ Rust Belts ; matter depen dS on the we 1 fare 0 f
‘ the places that don't matter.
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Andrés Rodriguez-Pose
Professor of Economic Geography
London School of Economics, United Kingdom
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Brexit: Divided country

‘economically and politically?’

EU Referendum
A Divided Kingdom .

Greater |
Manchester g
divided: 7 ‘Leave’ 7%
3 ‘Remain’

Remain vs Leave

70% 60% 50550 60% 70%
Map i haded by
the share of votes for remaing in / leaving the
European Union.
The basemap is a cartogram transformation

where each areaisresized according to
the total electorate in that area.
. Someareasarelabeled for orientation.

Referendum on the United Kingdom’s
membership of the European Union

Vote only once by putting a cross [X] in the box next to
your choice

Should the United Kingdom remain a member of the
European Union or leave the European Union?

Total electorate:

46,500,001
Total votes:
33577342

Remain a member of the European Union

Turnout: 72.2%

Remain: 95.9%, Leave: 4.1%

Leave the European Union DataSource: UK Electoral Commission (2016) Turnout: 836%
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THE POPULIST REVOLT
AND THE FUTURE OF POLITICS




MANCHESTER

What then is the policy
response to the rustbelt(s)?

US economist/ Bien adviser Jared Bernstein: 'The 'Rust Belt
demands an answer--but does anyone know what it is?’

'Imaginative work on the future policy landscape is sorely
needed which combine sustaining demand in struggling
economies with new thinking about the types of combined
Interventions needed to provide them with at least a chance
of longer-term renewal.” Gavin Kelly, Resolution Foundation

‘Industrial Strategy should not seek to do everything
everywhere but it should seek to do something for
everywhere.” UK Industrial Strateqgy Commission 2017
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Levelling Up & the ‘Six Capitals’ B
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Figure 1 Leveliing Up Capitals Framowork

Some places are caught in vicious cycles - Financial

< O P .
e Dee ——ongtte C apere P—p— —over Pomnid itel S Capnd . PhyS|CaI
Dwrmny of vame A ¢ . Mares
g M dhe B Mk B g Mt . Human
e o - arve-.
.. ' ’ t-u;u | 'w‘... . .
e Srnd | wee | 3RS | temer | Intangible
PORC Yy S .
' ' ' ' . ocial
- - ——— P , P p—
toon ot g N A A @rneon menng beeutd
. e B b & SvunEhan ees b v <. - -
e oo T— SR g Sttt - Institutional

vy ¥ 3 ¥ I
Leading to persistently worse outcomes

Productivity | Qualnyof life . O Place - Leadenship _[5)
e s L l\'.". Poansm 11 wrvw ) o “"-" o i e |:§' Pomer od do e '-%"-"

d s Lokt e sy L gee tome ‘3 ) e A e ot |‘ A
- e et YT PO SR EL V> b ' rmmLsey v o —reery *g
vagrarr abdn rovers boun Pret o Pwaty by pree ol e gy YT e
i - —




The importance of institutions ki
— Universities, Skills and R&D y

the Midwest out of ¥ i
post-industrial decllne"f._:;-:.;e, = iy

Freshly maugurated US president Joe Biden owes his election wctory to N
‘swing states in America's Rust Belt. But is his plan to revitalise them by - -
creating ‘millions of new manufacturing and innovation’jobs realistic?

- And how beést can universities play their part? Johin-Morgan reports =




The Ruhrgebeit: long term WCHE%EER

strategy and stable policy framework

N .academia revive
G\euﬁany s Rust Belt?

Backed by state government, an ambitious
university-led initiative is aiming to restore the
Ruhr Valley's former industrial glory. John Morgan
meets academics behind the experiment in driving
regional renewal by building a reputation for
world-class science

iy,
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Social Capital - iImportance of R
soclal fabric and local identity

Networks, trust — ties that bind together

Social fabric - places and services "’%-' AT LT

BRIlw L)
Anchor institutions: public, private, voluntary /- U e T‘J L{* ﬂ
Chambers of Commerce and business ‘ S U ).J [

organisations

Institutions & activities that build civic pride
and local identity

Bonding and Bridging...

Robert 0. Putnam



Local Multiplier Effect* MANCHESTER
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‘Locking in”knowledge, finance, income, resilience,
enterprise...

Replacing

‘imports’ with
local products — and
externally delivered \
services with locally

designed activity

Businesses and services User led, co-
buying and trading locally produced or locally
owned services, local

services

Promoting and
supporting innovation [ _—p
(and economic
activity/growth) in
business and in public

*Adapted from NEF

¢ / jobs

Attracting
e money, wages
and investment
into locality, but
increasing local
earnings and
spending

~

Building social capital —
networks, volunteering,

Local Multiplier
Effect driving up
social capital
and economy

Utilising ‘anchor
institutions’ — civic assets
including universities,
large public
employers/facilities to
provide focus, capacity
and impact

/ community activities,
X culture

Increasing knowledge,
skills and leadership
held in and available
to community
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Universal Basic Infrastructure? 2

- Properly funded and empowered local
government

- Minimum standards for public services
(health, education, police/emergency etc)

- Connectivity — affordable transport
services and connections, broadband
access

- Locally led institutional and identity/civic
pride strategies

- A platform or foundation of
services/activity on which wealth and a
local economy van be built or rebuilt...

The University of Manchester

Policies for places as well as people

In the UK « as in other developed economies - Levelling wp' 1o reduce
Inequalities between different places has become a key political debate
Reducing these deep-1eated inequalities will not be casy. But here Diane
Coyle and Andy Westwood discuss two significant new policies that would

start to close the gap
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The importance of networks e
and shared practice

This initiative is a partnership of the Chicago
Council on Global Affairs, Georgetown
University’s BMW Center for German and
European Studies, the Michigan Economic

Center, Policy@Manchester at the University Transforming Industrial
of Manchester, the Ruhr-Konferenz, the Regions Initiative
Consulate General of the Federal Republic of We are bullding » network of policy practitionerk
Germany in Chicago, and the Directorate- academics. and political leaders focused 0n economic

revival in industnal regions of North America and

General for Regional and Urban Policy of the Europ
European Commission.

https://www.thechicagocouncil.org/research/cent
er-global-cities/research/transforming-industrial-
reqgions-initiative



https://www.thechicagocouncil.org/research/center-global-cities/research/transforming-industrial-regions-initiative

