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Executive summary

Over the past decade, Greater Manchester has pioneered a practical, evidence-based approach to
local economic growth policies and programmes. This approach has included a wide collaboration of
Greater Manchester public and private partners, spearheaded by the 10 local authorities that make up
the Association of Greater Manchester Authorities (AGMA) and since 2011, through the city-region’s
combined authority.

The 2009 Manchester Independent Economic Review (MIER) was a key moment in the city-region’s use
of evidence in policy development. That evidence-led approach has now evolved to include the wider
reform of public services. There are a series of good practice lessons for the use of evidence in policy-
making that have been borne out through experience in Greater Manchester. Whilst emerging from very
specific local circumstances in the city region, these are likely to have resonance with policy makers

in other places who wish to make better use of evidence to support policy making and partnership
working. These are examined throughout this case study document and are summarised below.

Recognise that developing an evidence-led approach 1s a long-term project

Greater Manchester’s experience suggests that time and consistency of aspiration is necessary

to create an ‘evidence ecosystem’ where evidence is asked for, created and acted upon. Moving
towards this approach requires cultural change, which can begin quickly by the embedding of
evidence within specific projects or processes. To be truly effective however, the development and
use of evidence needs to be seen as a long-term process that is as much about leadership and
developing effective decision-making structures — as well as the capacity to use them — as it is about
undertaking robust pieces of research.

Create demand for evidence, don't just create evidence

In order for evidence to be influential it needs to be seen as robust and useful by those best able to
exert influence on policy. As such, it is crucial that demand for evidence from key decision makers is
developed ahead of, or at least alongside, its supply. Evidence without demand is unlikely to move
beyond documents, data and statistics into the sort of narratives that help get buy-in and deliver
change. The best way to create demand is by getting those who will need to act on the evidence
bought-in from the start. Ideally those who will need to act on the evidence should have a role in
commissioning and funding the research so that they have a sense of ownership of the outcomes
and feel more compelled to act on the basis of the evidence produced. In this way evidence gathering
should lead into policy change and delivery.

Bring your partners along

Whilst technical knowledge is important in the development and use of evidence, it is only through
the use of the right type and right amount of engagement that buy-in is achieved from a suitably
wide range of organisations and individuals. Rarely in the development of local economic growth
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policies in the UK can one organisation act in isolation from its partners. The interdependencies
between different parts of the system are simply too great. Rarer still can one individual armed with
even the most robust piece of evidence ensure that the results are acted on. Without engagement,
evidence can often be viewed with suspicion as being skewed towards the views of the organisation
or individual that has produced it. Sitting down with partners to discuss, understand and agree the
evidence base is a key tool in developing and delivering sustainable new ways of working.

Encourage external challenge

Opportunities to get the views of others, particularly those with an independent viewpoint — be they
from academia, business or other parts of local or national government — should be welcomed
wherever available. Externally verified evidence can help ensure that findings are viewed as high-
quality, robust and independent, again helping avoid evidence being seen as skewed to the priorities
of a particular organisation or individual. Externally verified and championed evidence also makes
difficult findings more difficult to ignore by those responsible for acting on them. The panel of high-
profile economists and business-leaders that guided the MIER was critically important in ensuring that
evidence led to action.

Acknowledge and address negative findings

True evidence-based policy making needs to engage with negative as well as positive findings.
Findings that show that historic approaches do not work or new proposals are flawed are at least

as valuable as positive findings. MIER was instrumental in enhancing the way in which Greater
Manchester engaged with evidence not least because of the ‘warts and all analysis’ that it presented.
The Review challenged conventional wisdom in a number of areas and, as such, prompted a debate
and the development of new consensus on the way forward for the city region.

Create compelling narratives

The right presentation is central to ensuring that evidence moves from the page and into live political
discourse. Central to this is the establishment of a narrative that effectively conveys the thrust of the
evidence base in a way that is accessible and engaging to as wide an audience as possible. The
creation of compelling narratives built on a foundation of robust evidence have been at the heart of
Greater Manchester’s most significant achievements in the use of evidence from the MIER to the
recent devolution deal.

Use it or lose it

A keen understanding of the usefulness of an evidence-led approach, and a willingness by Greater
Manchester’s political and officer leadership to drive though the difficult decisions it often results

in, has ensured that evidence is not only sourced and mobilised, but acted upon. Mature political

and officer level relationships between the 10 local authorities of GM, and other local and national
agencies operating in the city, have also facilitated this. This has been essential to ensure that
evidence development is not seen as a luxury, but central to the development and refinement of policy
across the city. Ultimately, unless evidence is seen to be acted on, an evidence-based approach will
quickly lose currency.
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Shape your own destiny

To be truly transformative, those involved in local economic growth should always seek to develop
evidence that is useful for understanding and responding to the long-term drivers of economic growth.
Simply producing evidence that responds to externally imposed requirements (by central government
or other funding bodies for example), is unlikely to generate real change. Since the 1980s, Greater
Manchester has moved steadily away from responding reactively to national policy initiatives towards
anticipating developments and leading its own growth and public service reform programmes.

This approach has helped to develop a new proactive dialogue with central government aimed at
going beyond the centrally imposed requirements of policies towards the development of ambitious
and locally focused plans and initiatives. This has been achieved because Greater Manchester

has invested time and resources in developing a sophisticated understanding of its own economic
opportunities and needs.
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Introduction

The What Works Centre for Local Economic Growth aims to significantly improve the use of evidence in
the design and delivery of interventions for local economic growth. A key part of this is engagement with
practitioners to share best practice and guidance about improving policy development and evaluation.

Since the mid-1980s Greater Manchester has sought to use evidence to develop policies and
programmes to support local economic growth and has made significant investment in this capability.
This has accelerated since the publication of the Manchester Independent Economic Review in 2009
and Greater Manchester now has a strong claim to be one of the world’s most evidence-literate cities.
Whilst this work began with a fundamental focus on economic growth, this evidence-led approach is
now aligned with activity to reform public services.

At the same time as developing a more evidence-based approach, Greater Manchester has

moved steadily away from responding reactively to national policy initiatives towards anticipating
developments and leading its own growth and public service reform programmes. This commitment
to agenda-setting at the city region scale, with all 10 Greater Manchester districts working
collaboratively, has been particularly valuable in light of the changing political and institutional
landscape, not least the abolition of Regional Development Agencies and a growing recognition of the
importance of co-ordinating policies for ‘natural economic areas’, including city regions. The bottom-
up creation of robust institutional and governance arrangements at the Greater Manchester level has
provided growing autonomy and capacity for functional economic area centred upon Manchester.
Strong leadership and mature political and officer level relationships between the 10 local authorities,
and other local and national agencies operating in the city, have allowed for evidence not only to be
sourced and mobilised, but acted upon.

This case study report focuses on Greater Manchester’s approach to developing and using evidence,
particularly through the MIER and the period that followed its publication. MIER is the most significant
and influential piece of independent economic research to have been produced for any UK city-
region this century and has played a key role in the city region’s success. While Greater Manchester’s
experience is unique, the report identifies the lessons learned for policy makers in local areas across
the UK who wish to make better use of evidence to support policy making.

It highlights:
e The importance of independent challenge to thinking and innovation;

* The benefits of an outcome-oriented and pragmatic approach to evidence;
e The need for sufficient resource and scale; and

* The underlying conditions, not least strong leadership and collaborative governance, which
can facilitate the process.
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This paper is structured as follows:

Chapter 2 sets out the background to Greater Manchester’s growing commitment to
evidence-based policy

Chapter 3 outlines the role of the MIER

Chapter 4 examines the effect of the MIER on other types of evidence-gathering and how
this has helped produce more robust and collaborative policy making

Chapter 5 provides conclusions on the role of evidence-led policy and key lessons for those
involved in local economic growth.
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How did Greater
Manchester get where 1t 187

The people of Greater Manchester have never been short of innovative ideas. The city has produced
no less than 25 Nobel laureates and, from the birth of the Industrial Revolution to the first modern
computer and more recently the discovery of graphene, the city has benefited from consistent
breakthroughs in locally-produced knowledge. An evidence-led approach to decision making has
been a growing feature of policy making in Greater Manchester since the late 1980s and this has
helped deliver better economic outcomes for residents and businesses in the city region. It has
brought Greater Manchester to the point where it has now agreed a landmark Devolution Deal with
the UK Government. Significant powers are being devolved to the conurbation (including control of
policies and funding for skills, transport, housing and health and social care) which will make Greater
Manchester the most devolved city in the UK. The delivery of this deal will continue to be a key feature
of policy making going forwards as the Greater Manchester makes the case for increasing powers to
manage its own affairs based on the strength of its evidence.

As detailed in later sections of this report, the production of the MIER was a defining ‘breakthrough
moment’ in the evolution of an evidence-based approach to policy development. The 10 independent
local authorities that make up Greater Manchester would not, however, have been in a position

to think about raising funding for the MIER, shown sufficient confidence in it being undertaken
independently, nor made effective use of its findings, had there not already been a 20-plus year
process of innovation in policies linked to local economic growth. It would certainly not have
happened had significant time and political capital not been put into encouraging collaboration
between the local authorities, central government and the private sector. If there is one overarching
message about Greater Manchester’s recent experience, it is that it takes time, and consistency of
aspiration, to develop the relations of trust and credibility and the capacity necessary to pursue a
collaborative strategy for a highly complex city-region effectively. ‘Technical’ knowledge is important in
this process, but so buy in from a wide range of participants that might otherwise remain suspicious
of each other’s motives. There are a number of key features that help explain how Greater Manchester
arrived at a point where it was able to commission and deliver the MIER, in the eyes of key figures
who have played prominent parts in its history.

The first of these is a function of GM’s administrative and economic geography. The
comprehensive reform of local government in 1974 created a local government ‘map’ for Greater
Manchester that left the City of Manchester ‘underbounded’ by comparison to other big provincial
English cities. Even at the latest census (2011), after a decade in which population growth in the City
far outstripped that of any other GM district,’ Manchester’s share of GM’s total population remained
less than 20%. This has meant that the City has been ‘first among equals’, in terms of population

1 ONS figures show that the City of Manchester population increased by 19% over the decade to 2011. The next highest
increases in GM were in Salford and Trafford (both 7.8%).
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size, but not dominant, within GM, in the way that Birmingham or Leeds, for example, are within their
respective metropolitan areas. The historic pattern of housing development, whereby the share of
social housing in the City has remained higher than in other GM authority areas, means that many of
Manchester’s ‘suburbs’ lie outside the core city, in local authority areas to which the City is connected,
physically.

Relations of interdependence between districts are strengthened by the fact that GM has a largely
‘monocentric’ economy. GM'’s largest and densest employment centres are found in the city region
core, particularly:

e |In Manchester city centre and around its universities (the ‘Manchester Corridor’);
* In neighbouring areas in the inner parts of Salford and Trafford; and

e Close to the airport, which lies at the southern tip of the City of Manchester but close to parts of
Trafford and Stockport.

Figure 1: Map of Greater Manchester
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Patterns of employment change have intensified the importance of these areas as GM has
experienced the transition to a service sector-dominated economy in which southern GM (comprising
Manchester, Salford, Stockport, Trafford and Tameside) is increasingly dominant. Southern GM,

for example, recorded some of the highest levels of GVA (Gross Value Added) growth outside of
southern England during the long national economic boom that preceded the financial crisis of 2008.
Northern GM (comprising Bolton, Bury, Oldham, Rochdale and Wigan), by contrast, was one of only
seven NUTS 3 areas in the UK to suffer a reduction in GVA in the decade to 2008 and experienced
no growth in overall employment during that time. The experience of recession and more sluggish
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economic growth during the recent years of austerity has not changed this dynamic. Indeed, it has
accelerated it. A combination of economic and administrative geography, therefore, means that (a) the
needs of southern GM’s most dynamic employment centres are linked with outlying residential areas,
many of which lie outside immediate local authority boundaries (and some outside GM entirely), and
(b) it has become more important for less dynamic areas in northern GM to consider how current or
potential future residents can access employment opportunities in growing employment ‘hot spots’.

The complex interdependencies between different areas within GM are demonstrable analytically, but
getting them recognised is not just a matter of presenting statistics. To have purchase, they needed
to be expressed through a process of narrative-building that each of the local authorities could
support. This process developed in stages from the early 1990s, beginning with the first City Pride
prospectus. Manchester, along with Birmingham and London, was asked to develop the prospectus
by national Government when it became apparent that many regeneration initiatives that were running
in that period were successful, in their own terms, within a small area, but did not connect effectively
with the needs and potentials of other areas in the city. The City of Manchester was unique in opening
the City Pride process out to other local authority areas, and coined the phrase ‘the regional centre’ to
draw attention to the cross-district area of high actual and potential employment growth in the centre
of the conurbation. This was the first stage in the development of collaborative, cross-district planning
for GM. It spawned a number of joint-initiatives between pairs of local authority areas and opened up
the way for GM-wide economic strategies — and, eventually, the MIER — which drew upon common
analysis and action plans across local authority boundaries.

Collaborative thinking and planning was given greater attention by the development of institutional
capacity at the GM level, and in turn became more coherent. There are some aspects of
institutional development that are peculiar to GM. Its international airport, for example, is uniquely
and jointly owned by the 10 local authorities. GM was also the one conurbation which established

a standing, voluntary body, the Association for Greater Manchester Authorities (AGMA), following

the abolition of the six, short-lived metropolitan counties that were created by local government re-
organisation in the mid-1970s. AGMA was created to provide some oversight of the various special-
purpose, conurbation-wide bodies that continued to exist after the metropolitan counties’ abolition
and to provide a forum for discussion of GM-wide issues. This voluntary alliance recognised that by
working together as a single economic geography they could achieve far more than as individual
boroughs. Over time, AGMA has been joined by other GM-wide institutions that provide thinking and
delivery capacity for actions agreed by the 10 authorities.

These institutions grew, in some cases from collaborations between a sub-set of GM authorities.
MIDAS, the inward investment agency, for example, started off as a ‘regional centre’ organisation,
covering Manchester, Salford and Trafford before achieving GM-wide coverage and support.
Marketing Manchester, the visitor-promotion agency partly sponsored by the Airport, by contrast, has
always had a GM-wide remit. GM institutions grew in an ad-hoc way as further functions that were
seen to require GM-wide analytical and delivery capacity were added to the mix. The result is that the
capacity that the ‘GM family’ of organisations has built is now unequalled in any area outside London.
A recent initiative has drawn ‘the family’ together within a single umbrella body, the Manchester
Growth Company, designed to further improve the links between research, strategy and service
delivery across the institutions.

This maturity led, in April 2011, to the announcement that Greater Manchester would create the first
Combined Authority in the country (the Greater Manchester Combined Authority, GMCA), providing
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a statutory framework to coordinate key economic development, regeneration and transport
functions right across the conurbation. The GMCA has been designed “bottom up” as opposed to
being imposed by a higher tier of government. The strategic, corporate body has powers in its own
right, and as such it is not dependent on delegations from its constituent authorities. Decisions to
pursue a particular policy are binding and this provides long-term stability. The outcome has been

a stable and accountable platform for Government to devolve powers and functions. In addition to
the establishment of a more formal institutional structure, each local authority leader now takes on a
Greater Manchester policy portfolio, helping to embed conurbation wide priorities in the day-to-day
work of leaders.

Greater Manchester’s commitment to the use of evidence and intelligence in policy making is
reflected in its investment in a company, New Economy, to lead the development of local economic
research, strategy and policy. New Economy was named in the Combined Authority’s order in 2011
in recognition of this fact and has a direct reporting relationship to the GMCA. Now an operational
part of the Manchester Growth Company in recognition of the importance of joining up research,
strategy and evaluation with service delivery, it is still wholly-owned by the GMCA. Since its inception
New Economy has seen its remit grow to include the breadth of GM’s growth and reform priorities.
Its status as an independent company owned by the GMCA, as well as an operational part of the
Manchester Growth Company, allows it to be both an integral part of policy formulation and service
design in GM, while giving space for a level of independent challenge and innovative thinking.

GM’s embedded resource, established structures and various functions have meant it has been
able to develop a leading position on the national debate on devolution. For example, in late 2014
and early 2015, on the back of the Scottish independence debate, Greater Manchester was able to
gain national traction on its own devolution asks based on its strong involvement in the ResPublica
DevoMax: DevoManc? report and the RSA City Growth Commission.

The Greater Manchester devolution deal, signed in November 2014, now heralds a new era of
evidence-led policy development and collaborative governance for GM. The creation of a GM-wide
Mayor as an 11th member of the Combined Authority will provide a new voice in the development of
policies and programmes aimed at increasing local economic growth. Strong evidence is central to
the effective implementation of the devolution deal, with the deal committing GM and Government to
a comprehensive programme of evaluation to test the impact and identify lessons learnt from this new
way of working.

2 http://www.respublica.org.uk/our-work/publications/devo-max-devo-manc-place-based-public-services/
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The role of MIER

Greater Manchester’s position as one of the world’s most evidence literate cities was clearly set in
train through the Manchester Independent Economic Review. Led by global economic experts, MIER
was the first independent economic review of a city region to be undertaken in Europe. MIER marked
a key moment in evidence-led policy for Greater Manchester and has truly accelerated the city region
to become one of the world’s most evidence literate cities. MIER was borne out of an evidence

review paper New Economy drafted in 2007. This recognised that whilst existing evidence had been
valuable for decision making to that point, there was a need for a greater understanding of Greater
Manchester’s economy to better respond to its structural strengths and weaknesses. It identified what
was missing in terms of evidence and why this was crucially important. The paper was important as

it acted as a crisis narrative, convincing GM’s political and officer leadership that its current level of
understanding of the unique opportunities and challenges faced by the city region was not strong
enough. The paper also made the case that the evidence development process could be a valuable
route through which the 10 local authorities could develop their strategic and operational collaboration
and overcome barriers to achieving higher levels of economic growth. It was remarkable that 10 very
different local authorities not run by the same political party could come to an agreement to undertake
this substantial and potentially very challenging piece of work, placing their differences aside to create
a unified evidence base for the greater benefit.

e The MIER’s terms of reference set out that it was to provide a detailed and rigorous
assessment of Greater Manchester’s economy to:

e Understand the potential for a higher long-term growth rate for Greater Manchester,
including the relevant policy levers;

e Analyse the links between the Greater Manchester economy and the economy of the North
West region as a whole;

e Analyse the potential role of the Greater Manchester economy in the context of the extreme
regional imbalance of growth in the UK;

e Establish the means by which Greater Manchester’s growth could be shared as widely as
possible within the city region, and beyond, thereby helping address stubborn areas of
economic and social deprivation.

The Review was led by an Independent Panel made up of Jim O’Neill, Head of Global Economic
Research, Goldman Sachs; Professor Edward Glaeser, Professor of Economics, Harvard University;
Diane Coyle, Managing Director, Enlightenment Economics; Sir Tom McKillop, RBS; and Jonathan
Kestenbaum, Chief Executive, National Endowment for Science, Technology and the Arts (NESTA). It
was felt that a truly independent, non-biased view of the workings of the region was needed to push
the boundaries and set a more ambitious agenda for a city region approach to driving economic
growth. Without strong leadership and the governance of the sub-regional partnership of AGMA

this ambitious research could not have been envisaged. It required confidence on behalf of the city
region’s leadership to agree to a ‘warts and all’ analysis. The £1.3 million cost of the MIER (funded
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through the North West Development Agency, NESTA, AGMA and the Learning and Skills Council)
again required real confidence to drive this programme through and justify the scale of investment.

The MIER itself comprised of a series of detailed commissioned reports and provided a fresh
economic narrative to both inform and raise the level of debate about the economic future of Greater
Manchester. The research covered key areas where there were known to be evidence gaps, including
how the city region worked as a functional economic area, levels of innovation and trade, a detailed
investigation into how the labour market functions, and the economic role of different neighbourhoods
in GM. An important early win was Government asking the MIER to include a further piece of work on
their behalf to be undertaken alongside the Review programme of work on the potential contribution
of the Daresbury campus to science and innovation in the UK economy as a whole, the North West
science base and Greater Manchester. This brought Government into the MIER process, helping to
secure their interest and anticipation of the findings.

The Independent Panel was supported by a secretariat working on the premises of New Economy to
provide capacity to manage through the research and ensure strong stakeholder communications.

A Policy Advisory Group made up of key Greater Manchester public, private and academic advisers
was also established. This group had a key role in ensuring that the research that emerged from

the Review accurately reflected local circumstances and made practical policy recommendations.
This structure ensured strong management of the research programme, meaning that the complex
research from academics and researchers could be converted into meaningful recommendations for
each of the local areas and be disseminated effectively. Having leading public sector officers on the
group with influence over policy development and programme delivery was important in ensuring that
the results were “owned” and acted on when they were released.

Throughout the 18-month life of the MIER there was a clear focus on stakeholder engagement. Key
early outputs were an economic baseline and a literature review of existing research on the MIER
subject areas locally, nationally and internationally. These provided the “as is” understanding of the
evidence base. These documents were widely consulted on, ensuring that the MIER was seen as
comprehensive and inclusive. Pragmatically, they also served a purpose to reduce the risk that a piece
of previously unknown evidence would emerge that conflicted with anything the MIER had found.
Stakeholders also had the opportunity to input to how the MIER was formulated at a high profile
launch, at which the then Chancellor of the Exchequer, Alistair Darling, provided the key note speech.

During the course of the MIER, a series of five workshops were held with senior research, policy and
commissioning officers from local government and other government agencies working in Greater
Manchester. These workshops brought together key individuals who would be responsible for
ensuring the MIER recommendations were acted on, both in strategic and delivery terms, creating

a community of interest in GM of people who were all grappling with similar issues and challenges.
They also helped build economic understanding generally, and understanding of the MIER findings
in particular, in organisations that were not generally used to thinking in these terms. The report was
launched with a conference which presented the results and their implications for Greater Manchester
to over 250 stakeholders. Events were also held in each GM district, with the agenda set to present
the MIER findings in a way that was specific to the individual implications for each district, to ensure
that the findings landed at a district as well as GM level.

Although the MIER reports run to many hundred pages, the key output was the MIER Reviewers’
Report — a short 20-page narrative document that summarised the implications of the totality
of evidence that had been gathered. This condensed 18 months of research and stakeholder
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engagement into 10 easy to understand and act on policy recommendations. The recommendations
were carefully drafted by the MIER secretariat in discussion with the Policy Advisory Group, senior GM
officers and politicians, and academics who had worked on the MIER research programme, to ensure
that the Panel had a set of academically robust yet pragmatic recommendations that it could debate
and put forward to GM. It was seen as important to limit the number of recommendations to focus
GM’s attention and mitigate the risk that the hard hitting recommendations would get watered down
by focusing on a longer list.

Despite its inclusive approach, the MIER recommendations were challenging to local decision makers.
The findings themselves challenged conventional wisdom in a number of areas: critiquing sector

and cluster strategies, highlighting that some place-based interventions were not effective, and
demonstrating some of the negative impacts of planning and green belt policies on growth. MIER also
concluded that Greater Manchester did not perform as strongly as it should, with productivity and
skills below the levels that would be expected for a conurbation of its size, and that GM’s governance
needed to be further strengthened. It did however signal to those within and outside Greater
Manchester that the city region had enormous potential, being the best-placed conurbation outside
London with the ability to increase its long-term growth rate and was therefore critical to raising overall
economic growth not only in the North, but the UK as a whole. MIER ultimately set out a blueprint for
growth which did not seek to hide weaknesses from senior officers and elected members.
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Evidence gathernng &
policy-development

Since the creation of the MIER, there has been a heightened recognition of the value of evidence

in policy making as the principal means to achieving agreement amongst GM’s local authorities.
Effectively there has been a shift from a mind-set of ‘political decisions supported by evidence’, to one
of ‘evidence underpinning political decision making’.

An early example of this is the impact the MIER had on GM’s decision making following the collapse
of its Transport Investment Fund (TIF) bid. The national TIF bid almost brought GM’s local governance
model to breaking point. In the period up to 2009, the 10 authorities had worked collectively and
extensively on an ambitious programme of transport improvements. A total of £3 billion of locally-
transformative projects had been identified (with projects in all 10 local authority areas). A key element
of GM’s TIF bid was the introduction of a congestion charge, which was considered crucial to funding
the delivery of the package of transport improvements. Although the bid was jointly developed and
agreed by AGMA, under significant pressure from residents and businesses, a minority of local
authority leaders were reluctant to sign off the congestion charge. Despite there being no legal
requirement to do so, a referendum was held on whether to introduce the congestion charge. In
December 2008, the referendum delivered a ‘no’ vote by a majority of voters in all 10 of the local
authority districts, making it impossible for the TIF bid to progress. The fallout from the referendum
led to deep divisions between the local authorities. It also left government unconvinced that GM’s
voluntary governance model was strong enough to have significant powers devolved to it. At this
time it was entirely possible that AGMA would disband and the 10 local authorities would operate
independently or in other blocs not covering the entirety of the functioning labour market.

MIER however provided the intellectual framework through which the £3 billion worth of projects
identified for the TIF package was slimmed-down to the £1.3 billion that was subsequently available
through the GM Transport Fund. This was done through the creation of a Single Assessment
Framework (SAF) that appraised all the projects in all of the 10 districts and ranked them in terms of
their total economic impact on the GM economy. SAF enabled a set of crucial, politically sensitive
decisions to be taken on the priority projects that were going to receive funding from the new
investment fund. The outcome was that, although all 10 local authority areas contributed to the fund,
fewer than 10 projects were funded in a limited number of areas. Without MIER as the precursor it

is unlikely that a framework like this would have been as effective. The independent nature of the
framework — having been developed by an independent leading economist on the basis of the MIER’s
agglomeration analysis — also supported its objectiveness and appeal.

GM has now put the principles of the SAF at the heart of its investment decision-making process,
assessing the economic impact of housing, employment, and low carbon projects as a key part

of the investment appraisal process. The local transport fund has been expanded into a single GM
investment fund through leveraging additional European, national and local funds. It is now a national
exemplar of how to fund local economic development projects.
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The SAF approach was also central to assessing potential locations for Greater Manchester’s
Enterprise Zone. The Coalition Government announced in 2010 that they planned to embark on

a new wave of Enterprise Zones across the country. Greater Manchester was invited to be one

of four vanguard zones and given the flexibility to determine where, within the GM boundary;, its
Enterprise Zone would be located. The Zones would provide a number of benefits to businesses
including discounted business rates, simplified planning processes and enhanced relief on taxation
of capital developments. GM’s local authorities took the decision that the Zone should be located
where it would provide the greatest GVA boost. The SAF process was used to evaluate a number
of sites across the city region for their ability to create employment and crucially, deliver additional
GVA through their connectivity to other parts of GM. This analysis showed that the best connected
site capable of delivering the greatest level of net economic impact for GM was an area close to
Manchester Airport, leading to the establishment of the Airport City Enterprise Zone.

This signalled a significant moment in the use of evidence for GM: not only had an active decision

to take an economic evidence-based approach been made, but the results, despite being politically
challenging, had been seen through to their conclusion. Placing the Enterprise Zone at the centre

of one of the strongest economic parts of the conurbation, despite strong arguments for it to be
placed in a weaker performing part of the city region, highlights the weight that was put on economic
evidence by GM'’s leadership.

Developing the Greater Manchester Strategy

As a direct response to the MIER, GM'’s local authorities and their partners developed the Greater
Manchester Strategy (GMS). The GMS is a shared strategic vision for the city region which provides
an actionable plan for growth and reform based on the recommendations of the MIER. It was signed
off by all 10 local authorities in 2009 shortly after the MIER was published and was subsequently
adopted by the Greater Manchester Local Enterprise Partnership.

In 2012 and 2013, to take into account the significantly changed economic and fiscal circumstances,
the GMS went through a refresh process. Due to the significant pressure of local public services,
there was a particular focus on understanding how the development of more proactive models of
public service delivery might impact on expenditure on high cost, reactive services. Based on a
comprehensive mapping of public sector spend, it was possible to show for the first time the scale
and make-up of total public expenditure in GM. As shown in the chart below, analysis showed how
(in real terms) total expenditure had remained largely unchanged between 2008/09 and 2012/13
despite spending cuts, with increases in welfare and tax credits, pensions and health spend balancing
out reductions in local authority budgets. In particular, this analysis highlighted the need to scale up
activity on work and skills and health and social care, to address the high concentration of reactive
spend in these areas. The analysis showed the ineffectual nature of focusing simply on trying to
reduce spending on services — as any savings just reappear in the form of increased demand on
other parts of the public sector — and clearly made the case for investing time and resources in
developing new models of public service delivery. GM’s revised strategy, published in 2013, brought
together economic growth and public service reform priorities for the first time, an approach that has
subsequently been replicated by other places in the UK.



Using evidence: Greater Manchester Case Study - August 2015 16

Figure 2: Public sector spend breakdown in Greater Manchester
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This analysis, and the understanding it provided of how GM'’s fiscal deficit could be addressed, was
made possible by GM’s investment in developing a Cost Benefit Analysis (CBA) approach to the
analysis of public service transformation projects. The development of CBA can be traced back to
2010 when, building on the Total Place Programme, Greater Manchester launched a series of pilot
projects across the conurbation looking at how multiple agencies within a locality could come together
to deliver better services for residents. Two key areas for pilot activity were improving services for
residents and communities who were out of work and improving services for families with pre-school
age children.

From the outset, it was realised that the success of the pilots would be measured not just in the
impact they had in specific neighbourhoods of Greater Manchester, but also in their potential to be
scaled up and rolled out across other parts of Greater Manchester. To facilitate this process, robust
data would be needed demonstrating how the approaches used by the pilots delivered value for
money for individual agencies (through reduced demand for services) and for GM as a whole (through
increased economic activity). Accordingly, resource was dedicated to developing a cost benefit
analysis framework through which the performance of the pilots could be measured, and information
could be produced to inform future joint agency investment.

The initial CBA model took 12 months to build. Analysts from New Economy and other GM agencies,
worked to identify the intended outcomes of pilot activity and from this, calculate the fiscal, economic
and social benefits delivered in monetary terms by the pilots. Analysts within central government
were heavily involved in the development of the model, providing links to secondary research and
commenting on the theoretical and practical approaches which underpin the model. Towards the
end of the first 12 months, a first version of the model was applied to the most advanced of the pilot
projects. These trials showed that the model was usable and training of local authority staff in how to
use the model began.
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In 2011, the government announced that Whole Place Community Budgets, exploring the potential
for multi-agency working, would be launched. GM was chosen to be one of the four pilots, with a
remit to focus on reforming how health and social care, criminal justice, early years and family support
programmes were both delivered and funded. Work began to expand the CBA model so that it could
consider the fiscal, economic and social value of interventions within these policy areas. By early
2013, more than 600 additional fiscal outcomes had been identified and catalogued for inclusion in a
‘unit cost database’, refined versions of the excel model had been produced, and officers from across
GM had been trained in how to use the model to review their projects. GM used the newly expanded
model to produce numerous cost benefit analyses evaluating the outcomes of projects under the four
themes of Community Budget work. On the basis of these analyses, an increasing amount of the pilot
activity began to be mainstreamed.

In 2014, GM’s CBA model became a technical annex to HM Treasury’s Green Book, becoming the
standard way of undertaking cost benefit analyses of local projects — a measure of the progress made
with the use of evidence is that the MIER recommended that GM adopt a Green Book compliant
appraisal process, it had now written part of the Green Book. In summer 2014, all areas bidding

to DCLG for Transformation Challenge Award funding were required to use the CBA model to

support their proposals, as were neighbourhood and parish groups taking part in DCLG’s Our Place
programme. Because the model encourages users to input primary data whenever possible, with
each application of the model, GM learns more about the costs and benefits of public policies; these
insights in turn help to improve ex-ante appraisals of projects.

Agencies are now using New Economy’s model to rethink whether activities previously funded and
delivered by one agency can be better funded and delivered by partnerships. Topics upon which the
model has been applied include support for troubled families, health and social care provision and
redesigns of the criminal justice system. The methodology has been developed with assistance from
the Technical Advisory Group which is a joint group of analysts from Central Government and GM.
Their input has ensured that the methodology is robust and takes the most up to date research into
account. In order to assess where fiscal savings can be made, partners have got together to see
how they can redesign and jointly invest in services and better understand the potential cost-saving
benefits of preventative approaches. The involvement of Government in the development of the model
also helps secure buy-in from Government departments and agencies to proposed reform projects,
crucially important as they are often the main beneficiaries of any proactive spend.

All 10 local authorities now use the CBA model while developing their public service reform proposals.
New Economy has trained over 150 analysts working for local authorities and other public and
voluntary sector organisations in Greater Manchester in the use of the model and it has had a

wide range of practical applicability. For example, the CBA of GM’s post-DWP Work Programme
intervention proposition (Working Well) was fundamental in convincing Government of the value in
supporting the intervention, with the investment case clearly demonstrating the reduced worklessness
benefit payments that would flow to the DWPs’ Annually Managed Expenditure (AME) budget.
Similarly, CBA of a related proposition around mental health and work has achieved buy-in from both
government and health agencies across GM. CBA of Manchester City Council’s Troubled Families
programme has drawn upon evidence of the cost and benefits of the programme derived from an
ongoing randomised control trial; the quality of this evidence has helped to build confidence that the
delivery model is working and has supported the decision for continued investment in the programme.
The CBA findings have also helped to build the case for partners such as GM Police, Manchester
College and local housing providers to commit to working to a similar model.
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Finally, CBA evidence has also been instrumental in informing the design of new public service reform
delivery models. CBA undertaken for integrated care models, originally developed as part of the
Whole Place Community Budget pilot, demonstrated that a narrow focus on the highest risk groups
would not represent value for money, given the cost of sustaining such individuals in out of hospital
settings. As a result, the focus has been extended to include lower risk cohorts and encompass
anticipatory care models. Similarly, GM’s Early Years delivery model was refocused to include a
greater emphasis on parental employment in the shorter term, following CBA findings that showed the
majority of benefits only coming on stream many years after the initial investment. This found that the
pay-back period for the initial investment was longer than anticipated and was therefore deemed to
be an unviable investment proposition.

Devolution

The strength of its evidence base, combined with strong leadership and governance, has ultimately
secured ground-breaking levels of independence for GM from Whitehall and a sound base for further
growth. The lessons from MIER were also evident in the use of external independent-led advice via
Respublica and the City Growth Commission (CGC) to support the move towards greater devolution.
This external input undoubtedly helped to provide confirmation and national veracity on which the
asks to Government could be based.

Greater Manchester was involved in the creation of the CGC, with New Economy’s Chief Executive
acting as Commission advisor throughout its lifetime and the Core Cities Group (of which Manchester
City Council is a member) providing funding for the Commission. The CGC followed the blueprint

of MIER in many ways by bringing together a group of senior economists, academics and policy
makers to look at the importance of cities and to ask the question of how cities and city regions can
be better empowered to drive local growth. The final report recommended a significant shift in policy
and finance from the centre to cities. It gained national traction, including a mention by the Prime
Minister at PMQs on the day of the report’s release. Alongside this, Greater Manchester worked with
an independent think tank — Respublica — to support their report ‘Devo Max: DevoManc’. Respublica
examined the work undertaken in Greater Manchester on public expenditure and tax take and
concluded that, whilst Greater Manchester’s work to date was excellent, to really achieve change,
city region leaders — as well as central government — needed to be more radical. It recommended
that Greater Manchester have the totality of its public spend (£22bn) devolved, with flexibility to spend
outside of the current parameters.

The Devolution Deal struck between GMCA and UK Government in November 2014, was the first in
the UK and is testament to GM’s strategy and the evidence which has supported it. It included greater
local flexibility in transport policy with a longer term budget to enable better planning and a revamp of
the earn-back model for investment in infrastructure improvements. Devolved planning freedoms were
included alongside control of a new Housing Investment Fund. [t also provided greater powers to
influence further education provision in the city region by giving skills providers the financial incentive
to match the supply of skills to the needs of local employers. The Deal will also introduce a new
elected Mayor who will work as part of the Combined Authority with responsibility for new devolved
powers and resources.

That the impact of the MIER is still being felt today in GM can be seen in figure 3 which tracks each
of the MIER recommendations to the GM strategy and outlines how they are being implemented.
What is striking is that, six years’ on, the recommendations continue to form a core part of the Greater
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Manchester Strategy and have been reflected in the priorities set out with Government as part of the

devolution deal.

Figure 3: MIER recommendations and their implementation

MIER recommendation

GMS priority

Implementation

Improve the very early years experience of all
young people in MCR

Review housing strategy with an emphasis on
demand conditions and the easing of planning
restrictions

Review transport planning within Greater
Manchester from the perspective of improving
productivity

Planning policy should be reviewed to
acknowledge the reality of economic demand
and permit more expansion of suitable business
premises in those parts of the city region where
demand is strongest.

GM to move as quickly as possible to a
unified regime for planning, regeneration and
neighbourhood renewal.

GM, regional and national government partners
undertake further detailed studies to identity
whether there are government investments in
science and elsewhere in the non-traded sector,
in GM which would be productivity enhancing for
the UK.

City region looks again at how it takes major
decisions in order to ensure that the difficult
decisions needed to promote sustainable growth
are considered effectively.

Development of a more effective system

of programme and project evaluation. We
suggest that housing, economic development,
regeneration, skills and other policy areas join
transport in being evaluated rigorously on a city
region-wide basis

GM and central Government explore fully the
potential for delegation and devolution, of some
decision-making powers, including funding.

In respect of trading links and skills in particular,
the response to this review should be led by the
private sector

v

v

New delivery model developed
Early years included in devolution
deal

New delivery model developed
Housing fund and GM spatial
framework included in devolution deal

SAF model developed
Transport reform included in
devolution deal

Spatial framework being developed
and forms part of the devolution deal

Spatial framework being developed
and forms part of the devolution deal

Study undertaken in 2010 identifying
opportunities

Significant investments made in GM
by government in areas of strength,
e.g. Sir Henry Royce institute,
National Graphene Centre

Combined Authority created
Mayor announced in devolution deal

SAF and Cost-Benefit Analysis
models developed

Strong evaluation of impact included
in devolution deal

City deal, growth deal and devolution
deal agreed

Private sector governance
established for all economic
development functions

Skills and trade in devolution deal
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@ Conclusions

This report has provided a case study of Greater Manchester’s evolving approach to developing

and using evidence to underpin decision making. It has focused on the role that the Manchester
Independent Economic Review (MIER) — a significant piece of independent economic research
focused around the evidence gaps that were identified within the conurbation — has played in the city-
region’s success.

While Greater Manchester’s experience is unique, the report identifies lessons learned for policy
makers in local areas across the UK.

Lessons learned for policy makers

Greater Manchester places the role of evidence at the forefront of policy making. The 10 Greater
Manchester local authorities took clear decisions to retain and develop the institutions and machinery
which have facilitated the use of evidence gathering and development to support policy making,
demonstrating their continued importance.

Greater Manchester has benefitted from being a city which is unafraid to test the boundaries, develop
new ideas or think in innovative ways, and this has been translated into its approach to evidence. The
latest work on evaluation which has been written into the Devolution Deal is in clear recognition of this
fact. It has created scope for Greater Manchester to push forward in applying new techniques to the
evaluation of economic development, such as Randomised Control Trials (RCTs), aligning with the
work of the What Works Centre and the most innovative cities across the globe.

Greater Manchester has shown a willingness to identify and address negative findings to prevent
evidence production becoming a box ticking exercise, demonstrating the city’s openness to change.
An example of this is the recent work undertaken in collaboration with independent think tank,
Respublica, which played a central role in Greater Manchester’s ask to government for devolved
powers. This is in addition to the role that independent academics and researchers have played in
both the formulation and success of MIER, the City Growth Commission and other initiatives. This
type of independent and objective research can be costly and, as such, universities across England
should continue to play a role in supporting local research priorities.

The pragmatic and outcome-oriented approach which the city has adopted over the last three
decades has also been critical in its success. The level of analysis and evidence gathering has
increased significantly during this period. Alongside this, there has also been greater focus on the policy
implications when analyses are practically applied. The use of workshops and stakeholder engagement
has been valuable in articulating the findings and implications of research pieces to a wider audience.

It has ultimately placed GM in a position where it can use evidence and evaluation to be pro-active in
setting the agenda for the city region, rather than being re-active to national policy initiatives.
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To summarise, there are eight key messages to take from the Greater Manchester experience:

Recognise that developing an evidence-led approach is a long-term project. Time and
consistency of aspiration is necessary to create an ‘evidence ecosystem’ where evidence is
asked for, created and acted upon.

Create demand for evidence, don't just create evidence. In order for evidence to be
influential it needs to be seen as robust and useful by those best able to exert influence on

policy.

Bring your partners along. Whilst technical knowledge is important to the development and
use of evidence, it is only through the right type and right amount of engagement that buy-
in is achieved from a suitably wide range of organisations and individuals to deliver practical
impact.

Encourage external challenge. Externally verified evidence can ensure that findings are
seen as high-quality, robust and independent, helping avoid evidence being seen as skewed
to a particular agenda. It is also more difficult to ignore.

Acknowledge and address negative findings. Findings that show that historic approaches
do not work or new proposals are flawed are at least as valuable as positive findings.

Create compelling narratives. The right presentation is central to ensuring that evidence
moves from the page and into live political discourse and implementation.

Use it or lose 1t. Unless evidence is seen to be acted on, an evidence-based approach will
quickly lose currency. This requires strong and consistent leadership.

Shape your own destiny. Anticipate developments and invest time and resources in
developing an understanding of the opportunities and challenges that will be raised.
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Appendix:

Interviewees consulted for this report

Sir Howard Bernstein Chief Executive, Manchester City Council

Mike Blackburn Regional Director (NW), British Telecom and Chair, Greater Manchester Local
Enterprise Partnership

Mike Emmerich Chief Executive, New Economy

Rupert Greenhalgh New Economy and former lead officer, Secretariat for the Manchester
Independent Economic Review

Lord Heseltine Former Deputy Prime Minister

Sir Richard Leese Leader, Manchester City Council and Deputy Chair, Association of Greater
Manchester Authorities (AGMA) and Greater Manchester Combined Authority(GMCC)

Chrs Murray Director, Core Cities group of local authorities

Tom Russell Ex-Assistant Chief Executive, Manchester City Council and ex- Chief Executive, New
East Manchester regeneration company

Lord Peter Smith Leader, Wigan Borough Council and Chair, AGMA and GMCC
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