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MARTIN R., SUNLEY P., GARDINER B. and TYLER P. How regions react to recessions: resilience and the role of economic struc-
ture, Regional Studies. This paper examines how employment in the major UK regions has reacted to the four major recessions of
the last 40 years, namely 1974–76, 1979–83, 1990–93 and 2008–10. The notions of resistance and recoverability are used to
examine these reactions. The analysis reveals both continuities and significant changes in the regional impact of recession from
one economic cycle to the next. Further, while economic structure is found to have exerted some influence on the resistance
and recoverability of certain regions, in general ‘region-specific’ or ‘competitiveness’ effects appear to have played an equally, if
not more, significant role.

Recessions Economic cycles Resilience Resistance Recoverability Regions Economic structure

MARTIN R., SUNLEY P., GARDINER B. and TYLER P.区域如何回应经济萧条：回復力与经济结构的角色，区域研究。本
文检视英国主要区域的就业如何回应过去四十年来的四大经济萧条，意即 1974 年至 1976 年、1979 年至 1983 年、

1990年至 1993 年，与 2008 年至 2010 年。本文运用抵抗与恢復能力的概念来检视这些回应。本分析同时揭露从一个
经济循环至下一个经济循环中，经济萧条的区域影响的持续性与显着改变。再者，当经济结构对于部分区域的抵抗
和恢復能力具有部分影响时，一般而言，“特定区域”或“竞争力”之影响，似乎扮演着均等——如果不是更为显着的
角色。

经济萧条 经济循环 回復力 抵抗 恢復能力 区域 经济结构

MARTIN R., SUNLEY P., GARDINER B. et TYLER P. La réaction des régions aux récessions: la résilience et le rôle de la structure
économique, Regional Studies. Cet article examine comment l’emploi dans les principales régions du R-U a réagi aux quatre réces-
sions majeures des 40 dernières années, à savoir de 1974 à 1976, de 1979 à 1983, de 1990 à 1993 et de 2008 à 2010. On se sert des
notions de résistance et de capacité de redressement afin d’examiner ces réactions. L’analyse laisse voir à la fois des continuités et
d’importants changements des retombées régionales d’une récession d’un cycle économique à un autre. Qui plus est, tandis que la
structure économique s’avère avoir exercé quelque influence sur la résistance et la capacité de redressement de certaines régions, en
règle générale il semble que les effets ‘spécifiques à la région’ et les effets ‘de compétitivité’ jouent un rôle tout aussi important, sinon
plus important.

Récessions Cycles économiques Résilience Résistance Capacité de redressement Régions Structure
économique

MARTIN R., SUNLEY P., GARDINER B. und TYLER P. Wie Regionen auf Rezessionen reagieren: Resilienz und die Rolle der
Wirtschaftsstruktur, Regional Studies. In diesem Beitrag untersuchen wir, wie der Arbeitsmarkt der wichtigsten Regionen Groß-
britanniens auf die vier größten Rezessionen der letzten 40 Jahre – von 1974 bis 1976, von 1979 bis 1983, von 1990 bis 1993
und von 2008 bis 2010 – reagierte. Zur Untersuchung dieser Reaktionen nutzen wir die Begriffe der Widerstandskraft und Erho-
lungsfähigkeit. Die Analyse lässt zugleich auf Kontinuitäten und signifikante Veränderungen hinsichtlich der regionalen Auswir-
kungen der Rezession von einem Wirtschaftszyklus zum nächsten schließen. Darüber hinaus stellen wir fest, dass die
Wirtschaftsstruktur zwar einen gewissen Einfluss auf die Widerstandskraft und Erholungsfähigkeit bestimmter Regionen ausgeübt
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hat, aber die ‘regionsspezifischen’ oder ‘wettbewerblichen’ Effekte generell eine ebenso wichtige oder sogar wichtigere Rolle
gespielt zu haben scheinen.

Rezessionen Widerstandskraft Resilienz Wirtschaftszyklen Erholungsfähigkeit Regionen Wirtschaftsstruktur

MARTIN R., SUNLEY P., GARDINER B. y TYLER P. Cómo reaccionan las regiones a las recesiones: resiliencia y el rol de la estruc-
tura económica, Regional Studies. En este artículo analizamos cómo ha reaccionado el mercado laboral en las principales regiones
británicas a las cuatro recesiones principales de los últimos 40 años: de 1974 a 1976, de 1979 a 1983, de 1990 a 1993 y de 2008 a
2010. Para examinar estas reacciones utilizamos las nociones de resistencia y recuperabilidad. El análisis indica tanto continuidades
como cambios significativos en el impacto regional de la recesión de un ciclo económico al siguiente. Además, observamos que
aunque la estructura económica ha ejercido cierta influencia en la resistencia y la recuperabilidad de ciertas regiones, en general
parece que los efectos ‘específicos de la región’ o los efectos de ‘competitividad’ han desempeñado un papel igual de importante
o incluso mayor.

Recesiones Ciclos económicos Resiliencia Resistencia Recuperabilidad Regiones Estructura económica

JEL classifications: E32, R11, R12

INTRODUCTION

Although the death of the business cycle has been fre-
quently proclaimed in the post-Keynesian era, there are
grounds for thinking that, like Mark Twain’s obituary
notice, such claims are a little premature.

(HAGGETT, 1971)

Even now, many economists still think of recessions as a
minor issue, their study as a faintly disreputable subject;
the trendy work has all been concerned with technological
progress and long-run growth. These are fine, important
questions, and in the long run they are what really matter
– but as Keynes pointed out, in the long runwe are all dead.

(KRUGMAN, 1996)

Interest in regional business cycles and regional economic
fluctuations has a long history. The first systematic analyses
were those of Vining and Neff in the 1940s (VINING,
1945, 1946a, 1946b; NEFF, 1949). Important studies by
other economists then followed in the 1960s and 1970s,
including classics by BORTS (1960), BRECHLING

(1967), HARRIS and THIRLWALL (1968) and VAN

DUIJN (1973) (for a detailed survey, see DOMAZLICKY,
1980). Attention focused on the sensitivity of regions to
the business cycle, on the degree of synchronicity (leads
and lags) of business cycles across regions, and on identify-
ing the sources of regional variations in sensitivity and
timing, especially the role of industrial structure and diver-
sity (CONROY, 1975). Research into such issues typically
drew on ideas from Keynesian business cycle theory and
export base theory. During this period, and particularly
in the 1970s, economic geographers also directed attention
to the topic, mainly inspired by and drawing on Brechl-
ing’s work (e.g., BASSETT and HAGGETT, 1971;
HAGGETT, 1971; JEFFREY et al., 1969; JEFFREY, 1974).
After the late 1970s, however, research on the subject
within economic geography waned as the focus shifted
away from business cycles to regional production net-
works, regional agglomeration processes, regional inno-
vation systems, regional competitiveness and a host of

other issues concerned with uneven regional
development.

But in the past few years interest in regional business
cycles and fluctuations has resurfaced, though mainly
among economists rather than among economic geo-
graphers. The overwhelming focus of this more recent
stream of work has been on the degree of synchronicity
of regional business cycles, that is, on the degree of co-
movement of regional time paths of economic activity,
where those time paths contain both trends and cycles.
Some papers have concentrated on statistically identify-
ing the relative contribution of common (national) and
region-specific components to regional differences in
economic cyclicity (e.g., CARLINO and SILL, 1996,
1997; CLARK, 1998; CLARK and SHIN, 2000; ARTIS

et al., 2009). Others have focused on developing time-
series and statistical methods for isolating trend
and cyclical components and analysing their interaction
(e.g., HARDING and PAGAN, 2002; ZARNOWITZ and
OZYILDIRIM, 2006). Several others have been mainly
concerned with assessing changes in the synchronicity
of regional business cycles over time (e.g., OWYANG

et al., 2005; TONDL and TRAISTARU-SIEDSCHLAG,
2006; MONTOYA and DE HAAN, 2008; HAYASHIDA

and HEWINGS, 2009; PANTELADIS and TSIAPA, 2011;
BIERBAUMER-POLLY, 2012). Yet others have
examined the implication of asymmetries in regional
business cycles for monetary integration and common
currency areas (BAYOUMI and EICHENGREEN, 1993;
KRUGMAN, 1993; FRANKEL and ROSE, 1998;
BARRIOS et al., 2003; BARRIOS and LUCIO, 2003;
PARTRIDGE and RICKMAN, 2005).

How far this revived interest in regional business
cycles has been due to the impress of external economic
circumstances is difficult to gauge, particularly as there is
some debate over whether and to what extent economic
fluctuations have become more or less pronounced over
the past 30 years or so. Several claims were made in the
early 2000s that since the early 1980s the volatility of

562 Ron Martin et al.



the US economy had becomemuch attenuated, eliciting
the moniker of the ‘great moderation’ (the term coined
by STOCK and WATSON, 2002, 2003). However, such
studies typically look at the year-on-year variability in
economic growth rates, which is not the same thing as
comparing the severity of successive recessions. In the
case of the UK, since the early 1970s, when the so-
called long post-war ‘golden age’ of relatively stable
growth and mild economic cycles came to an end, the
economy has been subject to a succession of sharp reces-
sions, much deeper than those in preceding post-war
period. The warning issued by HAGGETT (1971) (in
the above quotation) turned out to be highly prescient.
With the recessionary contractions of the mid-1970s,
and especially those of the early 1980s and the early
1990s, the economic cycle returned with a vengeance.
Then the ‘long boom’ from the early 1990s into the
late 2000s seemed to herald another ‘golden age’ free of
major recessionary disruption, a sort of ‘great moder-
ation’ to parallel that claimed for the US economy, and
was interpreted as such by many UK economic and pol-
itical observers.1 However, as is now known, in the UK
as in the United States, and elsewhere, the boom of the
1990s and 2000s turned out to be unsustainable and
unstable, and was brought emphatically to an end in
2008 by the financial crisis which then triggered the
worst cyclical contraction in output since the Great
Depression of the early 1930s. This time it was Paul
Krugman who proved to be prophetic: on several
occasions in the mid-to-late 1990s he had pointed to
various warning signs of impending economic turmoil,
even as the apparent ‘boom’ in Western economies was
gathering pace.2 For the UK, the 2008–10 recession
marked the latest in a series of contractions of historically
significant amplitude.

How deep recessions impact across regions (and
cities) within nations is an important issue. After all,
the depth of a national recession, and the speed of recov-
ery from it, are but reflections of the contractions and
recoveries in the individual regional and local econom-
ies of which the national economy is composed. But
more than this, not only may regional variations in the
depth of recessionary contraction create spatial inequal-
ities in the negative consequences for employment,
household incomes and welfare, but also there is the
possibility that such effects may not be merely transitory,
to be eliminated during the subsequent recovery phase,
but prove to have longer-lasting repercussions. To use
the phrase invoked by CROSS et al. (2009), the
‘memory of recession’ (or ‘remanence’) may linger
much longer in some regions than in others. Or to
put it more formally, regions may have different
degrees of resilience to recessions in the sense that
regional economies possess different abilities for recov-
ery, and in some cases recessions may have permanent
or hysteretic effects on a region’s growth path. Thus, a
region that experiences a particularly severe contraction
of its economy during a recession may not necessarily

‘rebound’ or return to its pre-recession growth trajec-
tory, but emerge on a lower or inferior growth path:
recessions may shape regions’ long-run growth rates,
and thereby influence patterns of long-run regional
economic convergence or divergence (MARTIN,
2012, 2016; MARTIN and SUNLEY, 2015). In short,
recessions and recoveries may not be events that
simply take place ‘around’ autonomous long-term
regional growth and development paths: they may
shape and be part of those paths. Indeed, one way of
viewing long-run regional growth is as a succession of
phases of contraction and expansion, with turning
points defined as ‘peaks’ and ‘troughs’ in activity (the
terms used by BURNS and MITCHELL, 1946, in their
classic work on business cycles).3

Given these considerations, the aim in this paper is to
examine the geographies of the past four economic
cycles across the principal regions of the UK. To do
this it constructs simple measures of regional resistance
to, and recovery from, successive recessions in order to
analyse whether and in what ways regions have varied
in their behaviour from one economic cycle to the
next. The particular focus is on the influence of indus-
trial structure on the resilience of UK regions to these
recessions. There is a view, both in studies of regional
business cycles and in more recent work on regional
resilience (and indeed on regional growth more gener-
ally), that industrial structure plays a formative role in
explaining regional differences in economic perform-
ance. This is an intriguing issue, especially when, as
here, a number of successive recessions are under inves-
tigation, since regional industrial structures themselves
change and evolve over time.

THE RESILIENCE OF REGIONS TO ECON-
OMIC RECESSIONS: CLARIFYING

CONCEPTS

There is no single agreed approach to analysing regional
reactions to economic cycles, construed as comprising
recessionary contractions or shocks and subsequent
recoveries or expansions. Several different perspectives
can be identified. A common approach in the contem-
porary literature on business cycles is to isolate ‘cyclical’
movements by first de-trending the data, for example,
using some form of band-pass filter (for an example,
see PARTRIDGE and RICKMAN, 2005). One problem
with most such studies, however, is that statistical
trend-cycle decompositions make no distinction
between business cycles and growth cycles, and
because they often involve smoothing the time series
in question they can give misleading estimates of cyclical
intensities and turning points (ZARNOWITZ and
OZYILDIRIM, 2006). A different approach is to assume
that economic cycles present movements around some
long-run ‘equilibrium’ time path, and then use time-
series error-correction models to estimate both the
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long-run ‘equilibrium’ path and the speed of adjustment
to cyclical shocks that move the system away from that
path (FINGLETON et al., 2012). Yet another approach is
to use an explanatory structural (causal) model to
produce counterfactual paths against which the impact
of cyclical disturbances can be estimated (for an
example, see FINGLETON et al., 2015). Others have
suggested that recessionary shocks can be interpreted
as the occasional ‘plucking down’ of an economy
from its (upward-trended) ‘maximum feasible growth
ceiling’ (given by an economy’s resources and the effi-
ciency with which they are utilized), and to which it
subsequently recovers: this is essentially the approach
discussed, for example, by FRIEDMAN (1988) in his
work on business fluctuations in the US macro-
economy. This obviously requires estimating what this
‘maximum feasible growth ceiling’ actually is: Friedman
himself suggests the hypothetical line connecting succes-
sive cyclical peaks.

A common theme running through these various
approaches is that recessions represent a form of econ-
omic ‘shock’ in the sense that they are (in general) unex-
pected and unpredictable events that disrupt the
‘normal’ growth path of an economy. Recessions are
distinctly negative in nature, involving the contraction
of economic activity (output), the possible closure of
firms and a fall in employment (due to a cessation of
new hires and a rise in layoffs or redundancies). Given
its association with the study of shocks, the notion of
resilience is a potentially useful concept with which to
examine how regions are affected by recessionary
downturns (MARTIN, 2012). The basic idea of resilience
is that it captures how an entity or system reacts to and
recovers from an adverse disruption. Interest focuses on
how long the entity or system in question takes to return
to its pre-shock state, and whether in fact it returns
to that state or is moved by the shock to some other
(preferably more favourable) state. Although the idea
of resilience, which originated in the physical sciences,
has been used in ecology and certain branches of psy-
chology for some time, it has yet to receive much atten-
tion in economics (though one or two authors have
begun to explore its applicability; BRIGUGLIO, 2004;
BRIGUGLIO et al., 2009). However, in recent years
it has been taken up with some enthusiasm in
economic geography and regional studies, where there
is now a growing literature (e.g., CAMBRIDGE

JOURNAL OF REGIONS, ECONOMY AND SOCIETY,
2010; HASSINK, 2010; BRISTOW, 2010; SIMMIE and
MARTIN, 2010; MARTIN, 2012; FINGLETON et al.,
2012; SCOTT, 2013; DORAN and FINGELTON, 2013;
MARTIN and SUNLEY, 2015; BOSCHMA, 2015). In
his discussion, MARTIN (2012) distinguished between
four ‘dimensions’ or aspects of regional resilience to
recessionary (or other such shocks): resistance (the
degree of sensitivity or depth of reaction to the
shock); recovery (the speed and degree of recovery
from the shock); re-orientation (the extent of

reorientation and adaptability of regional economy in
response to the shock); and renewal (the extent to
which regional economy renews its pre-shock growth
path or hysteretic shift to a new path). In their compre-
hensive exploration of the meaning and application of
the notion of resilience in the study of regional develop-
ment, MARTIN and SUNLEY (2015) revise and develop
this characterization in a number of ways. First, they
emphasize that resilience is a multifaceted process, not a
singular, static state of affairs or fixed characteristic of a
regional or local economy, and can be viewed as com-
prising four sequential (and recursive) steps: the risk (or
vulnerability) of a region’s firms, industries, workers and
institutions to shocks; the resistance of those firms,
industries, workers and institutions to the impact of
shocks; the ability or otherwise of the region’s firms,
industries, workers and institutions to undergo the
adjustments and adaptations necessary to resume core
functions and performances, what one might call (adap-
tive) reorientation; and, finally, the degree and nature of
recoverability from the shock (Fig. 1).

Second, these sequential aspects of the resilience
process depend on the nature, depth and duration of
the recession, on the prior growth path of a region,
and on the various determinants of that growth path
(regional economic structures, resources, capabilities
and competences, together with any supportive
measures undertaken by local or national institutions,
including government, such as welfare policies, business
support programmes and the like). Those determinants
shape a region’s risk and resistance (depth of reaction)
to recessionary disturbances, but may themselves
undergo shock-induced changes and adjustments, as
the region’s economic structures and forms undergo
change and adaptations caused by, or which are in
response to, the pressures of the shock. The ability of
a region’s economy – its firms, industries, technologies,
working practices, institutional arrangements etc. – to
undergo positive reconfiguration so as to restore core
performances, such as profitability, full employment,
investment and so on, defines that economy’s adaptive
robustness. The notion of ‘adaptive robustness’ is used
in the study of complex biological, organizational and
physical systems, where, traditionally, the term was
interpreted as meaning that the characteristics of a
system are unaffected by perturbations: that is, where
there is a consistency (stability) of structure and function
(WHITACRE, 2012). But more recently the term has
been reconceptualized to refer to the ability of a
system to resist external and internal disturbances and
disruptions if necessary by undergoing plastic change
in some aspects of its structure and components in
order to maintain or restore certain core performances
or functionalities (KITANO, 2004). It is important to
recognize that under this new interpretation, robustness
is concerned with maintaining some key functions or
performances of a system rather than system states or
structures, and that maintaining (or regaining)
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performance and functionality may actually involve –
even require – changes in a system’s structural com-
ponents and mode of operation. Maintaining (or restor-
ing) profitability, employment and growth can
legitimately be viewed as ‘core performances and func-
tionalities’ in an economic context, and clearly different
configurations of industries, firms and skills can be com-
mensurate with maintaining those core performances.

Thus, apart from the technical issues involved, from
an ontological viewpoint treating recessions as shocks
to an autonomous ‘trend’ or equilibrium economic
path is not unproblematic. To do so is to assume that
a trend or equilibrium exists independently of cyclical
movements, whereas in reality the two may be inextric-
ably interrelated. Slow-moving structural changes and
shifts, for example, may alter the cyclical behaviour of
an economy; and, conversely, a major recessionary
shock may well change the pace and direction of struc-
tural and developmental change. Separating trend and
cycle may thus be misleading, however sophisticated
the technique used to undertake the exercise. The
approach here is to not to assume some autonomous
path or to attempt to ‘de-trend’ the regional series,
but to focus on how regions react to recessions
defined by the national downswings from peak to
trough, and recoveries defined as the national upswings
from trough to peak.

MEASURING RESISTANCE TO AND RECO-
VERABILITY FROM RECESSIONARY

SHOCKS

To do this, this section focuses specifically on measuring
two of the four dimensions of resilience set out in Fig. 1,

namely resistance and recoverability, before turning to
the role of structure and the issue of adaptability in the
next section. Several different measures of resistance
and recoverability can be devised. At their simplest,
they could just be the straightforward proportionate
falls and increases in the chosen indicator (such as
regional employment or output). But a more convin-
cing approach is to compare such movements (contrac-
tions and expansions) in relation to expected or
‘counterfactual’ falls and increases in the regions con-
cerned. For example, in their study of the resilience of
US counties to the recession of 2008–09, HANS and
GOETZ (2013) compute such expected falls and recov-
eries by projecting forward into the recession (2008–09)
and recovery (2009–11) what local county output
would have been on the basis of its own recent
‘average trend growth rate’, estimated over 2005–08:
in effect, what would have happened in the absence
of the recession. The deviation of the actual level of
county output from its corresponding trend-based
‘expected’ level is then used to compute a measure of
what they term ‘drop’ and ‘rebound’, and the ratio of
the latter to the former is deployed to yield a measure
of ‘resilience’.4

Since of interest is how different regions (or localities
or cities) are affected by a common (nationwide) reces-
sion, a particular type of expected or ‘counterfactual’
reaction suggests itself, namely, the resistance and recov-
ery of the national economy as a whole. In other words,
the expectation is that, other things being equal, each
region’s employment would contract (in recessions)
and expand (in recoveries) at the same rate as that
nationally. Thus, the expected change in, say, employ-
ment in region r during a recession or recovery, say of

Fig. 1. Regional resilience to recessions
Source: Adapted from MARTIN and SUNLEY (2015)
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duration k periods, would be given as:

(DEt+k
r )e =

∑
i

gt+k
N Et

ir (1)

where gt+k
N is the rate of contraction (in recession) or

expansion (in recovery) of national employment; and
Et
ir is employment in industry i in region r in starting

time t, the base year, that is, the turning point into reces-
sion or into recovery.5 Then a measure of regional
resistance can be expressed as:

Resisr = (DEContraction
r )− (DEContraction

r )expected

|(DEContraction
r )expected| (2)

and a corresponding measure of regional recoverability
as:

Recovr = (DERecovery
r )− (DERecovery

r )expected

|(DERecovery
r )

expected|
(3)

By definition, the two measures in equations (2) and (3)
are centred around zero. Thus, a positive value of Resisr
indicates that a region is more resistant to recession (that
is, less affected) than the national economy, and less
resistant (more affected) for a negative value. For
example, a value of Resisr of, say, 0.5 would indicate
that the regional economy in question is 50% more
resistant than the national economy, and a value of
−0.5 that its resistance is only half that of the nation.
Similarly, a region that has a positive value for Recovr
has a higher recoverability compared with the national
economy, and conversely if it has a negative value.
This gives a 2 × 2 configuration of resilience possibilities
(Fig. 2). On a priori grounds one might expect most
regions to fall in either the top right (strong resistance
and strong recoverability) or bottom left (weak resist-
ance and weak recoverability) quadrants, although
regions that fall in either the top left and particularly
bottom right (weak resistance but strong recoverability)
quadrants are also of interest.

In using these measures to investigate the impact of
the last recessions on the major regions of the UK,

one analyses regional employment rather than output
on the grounds that, ultimately, it is a region’s work-
force that bears the brunt of adjustment in recessionary
contractions: workers laid off during a recession may
or may not be rehired when the demand for a region’s
products and services begins to recover, and of those
who remain unemployed, some may have to move to
other regions to find a job, while those who cannot
move may well end up as long-term unemployed, or
even drop out of the labour force.6 In general, cyclical
movements in employment tend to be more pro-
nounced than those in output, although in the most
recent recession the proportionate fall in employment
was untypically less than that in output.

As mentioned above, there have been four main
recession–recovery cycles in the UK economy over the
past 40 years: namely, from peak to peak, 1974–79,
1979–90, 1990–2008 and from 2008 onwards, this last
cycle being as yet incomplete. In terms of employment
movements, there is a striking difference between the
two downturns of 1974–76 and 2008–10, on the one
hand, and those of 1979–83 and 1990–93, on the other
(Fig. 3). The latter two recessions were far more severe
and of far greater duration than the other two. The pro-
portionate drop in employment in the downturns of
1979–83 and 1990–93 was around three times that in
the recessions of 1974–76 and 2008–10, and employ-
ment took twice as long to recover to its pre-recession
peak level.

Even a casual inspection of the employment paths of
the major UK regions, shown by the annual series in
Fig. 4, suggests that both the intensity of employment
contraction in these four recessions and the speed and
extent of the subsequent recovery expansions have
varied across regions.7 Furthermore, it is apparent that
these differential responses are inextricably bound up
with quite divergent long-run employment trajectories
among the regions. Thus, it would appear regional
employment paths diverged during both the 1974–76
and 1979–83 recessions, but noticeably less so in the
subsequent downturns of 1990–93 and 2008–10. At
the same time, significant divergence took place in the
recoveries of 1976–79 and 1983–90 and has also
occurred since 2010, but much less so in the long recov-
ery-upswing phase of 1993–2008. The net result has
been an overall marked cumulative divergence of
employment growth paths among the regions, and
especially between those in the south and those in the
north of the country. There has long been discussion
over the persistence, if not widening, of disparities in
economic fortune between the south and east of the
nation, on the one hand, and the more northern areas,
on the other, often under the contentious and contested
sobriquet of a ‘North–South Divide’ (e.g., MARTIN

1988, 2004; JACKMAN and SAVOURI, 1999; ROW-

THORN, 2010; GARDINER et al., 2013). The employ-
ment evolutions shown in Fig. 4 tend to support the
idea of this broad divide. On the one hand, the SouthFig. 2. Combinations of resistance and recoverability
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East, East of England, East Midlands and South West
have all expanded their employment by between 40%
and 60% over the whole 1971–2014 period. Regions
in the ‘northern’ group have experienced much
slower employment growth, at best around 20–25%
(in Wales and Yorkshire–Humberside), at worst barely
any increase at all (in the North West and North
East). Two regions complicate this ‘North–South
Divide’, however. Thus, Northern Ireland has
matched the four southern regions in terms of its rate
of job growth, while up until the early 1990s’ recession
London, often regarded as a leading southern region,

was in fact the worst performing region of all in terms
of employment growth and experienced – in common
with the North East and North West regions – an
overall decline in employment up to that juncture.
Since then it has undergone a significant turnaround
(GARDINER et al., 2013; MARTIN, 2014), recording a
growth rate on a par with that in regions in the southern
group, though not sufficient yet to lift it into that group
in terms of its long-run cumulative growth position.

The resistance and corresponding recoverability
indices for the UK regions, calculated using equations
(2) and (3), for the last four recession–recovery cycles,

Fig. 3. UK employment over the last four recession–recovery cycles, 1971–2014
Note: The most recent cycle is as yet incomplete.

Source: Office for National Statistics (ONS)

Fig. 4. Employment in the UK regions over the last four recession–recovery cycles, 1971–2014
Note: National recessionary downturns are shaded

Source: Cambridge Econometrics Regional Economic Data Base
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are depicted in Fig. 5, where each recession–recovery
cycle is portrayed in the form of the four-quadrant
typology shown in Fig. 2.8 Several striking features are
evident. The most obvious is that, apart from the
cycle of recession–recovery cycle of 1990–2008, there
has been a positive relationship between resistance and
recoverability across regions, that is, regions that have
been most resistant to recession have also enjoyed the
strongest recoverability. However, this relationship is
not particularly strong, with that between the recession
of 1979–83 and the subsequent recovery of 1983–90
being the most significant. The recession–recovery
cycle of 1990–2008 emerges as quite different from
the others. Secondly, and more notably, there are
certain regions – specifically the South East, East of
England and South West – that tend to recover strongly
(in relation to the national economy) more or less
regardless of their resistance to recession. At the same
time, there other regions – the North East, Scotland
and the North West – that tend to display weak

recoverability regardless of their resistance to recession.
Thirdly, there are some regions that have undergone
marked shifts in resilience from one recession–recovery
cycle to the next, namely London, Northern Ireland
and the West Midlands.

A fourth characteristic is that since the early 1970s, at
least until the most recent recession and recovery, differ-
ences in resilience across UK regions appear to have nar-
rowed (compare the horizontal and vertical scales of the
graphs for successive cycles), which begs the question of
whether this trend itself reflects a convergence in certain
structural or other economic attributes of the regions
over this period. The halt to this trend and the widening
of regional differences in resilience over the most recent
cycle, 2008–14, is mainly due to the particular geography
of recovery since 2010. This has been emphatically led by
London (TOWNSEND and CHAMPION, 2014), and the
slower recovery in much of northern Britain could well
be associatedwith the greater dependence of employment
there on the public sector, which was the target of the

Fig. 5. Regional resistance and recoverability for the last four economic cycles, UK
Note: Calculated using equation (2) and (3). The cycle for 2008–14 is as yet incomplete (see note 7)
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Conservative–Liberal Democrat Coalition government’s
fiscal austerity programme. The continuation of this pro-
gramme of cutting public expenditure under the
Conservative government elected in 2015 may well
further slow the recoverability of this part of the UK.

What is clear from Fig. 5 and Tables 1 and 2 is that
these findings caution against any idea that regional resi-
lience is some fixed attribute or capacity, and hence
against reading off any definite conclusions about regional
resilience from an analysis of just a single recession
or cycle, or from ‘averaging’ across cycles.9 For one
thing, recessions differ in their cause and nature, and for
this reason alone they are likely to impact differently
across regions and localities. In the UK, the last four
recessions have differed in their proximate causes: the
oil crisis-induced recession of 1974–76 impacted particu-
larly on manufacturing, and the recession of 1979–82
even more so; that of 1990–93 also hit private services;
while that of 2008–10 was largely attributable to the
sharp credit squeeze triggered by the financial crisis
(MARTIN, 2010). Regional reactions to these different
types of recession might be expected to have varied
accordingly. But in addition, longer-term processes and
developments may also change regional resistance to
and recovery from successive recessionary contractions.
In this context, given that the study period spans 40
years, marked changes have inevitably occurred to the
economies of the regions, including major shifts in indus-
trial structures. The impact of the latter, in particular,
warrants investigation, and this is the focus of the remain-
der of the paper.

THE ROLEOF INDUSTRIAL STRUCTURE IN
SHAPING REGIONAL REACTIONS TO

ECONOMIC CYCLES

The resilience of regional and local economies to reces-
sions is determined by a complex array of factors (Fig. 6).
As depicted in Fig. 1, these factors shape the

vulnerability of a region’s economy to recessionary
shocks, its resistance to such shocks, its adaptability
and its recoverability. In the process, those very same
characteristics and factors may themselves undergo per-
manent change and transformation so that regional reac-
tions to the next recessionary shock may alter
accordingly (MARTIN and SUNLEY, 2015). It is in this
context that the notions of resilience as ‘positive adap-
tation’ or as a new developmental pathway (Fig. 1) are
relevant. Many of these factors – around labour
markets, financial systems and governance arrangements
– might be described as ‘institutional’ in so far as they
represent more durable patterns and combinations of
formal and informal ways of organizing economic
activity. However, most recent studies have related
these institutional dimensions to long-run development
rather than to responses to adverse shocks (GERTLER,
2010; RODRIGUEZ-POSE, 2013).

Isolating the contribution of the multifarious deter-
minants shown in Fig. 6 to resilience would be a
major task, assuming that the requisite data were even
available, and would be best accomplished by a case
study-orientated research strategy. The aim here is
much more modest. Of the various factors assumed to
exert a formative influence on the sensitivity of regional
and local economies to cyclical shocks and pertur-
bations, industrial structure has frequently been assigned
key importance since it shapes a region’s exports and,
hence, exposure to externally originating demand
shocks. Indeed, in the past couple of years or so the
issue of regional economic structure has attracted
renewed discussion and debate. In essence, the key
question is whether specialization is ‘good or bad’ for
regional development. According to some economic
geographers, industrial specialization is the major driver
of regional economic growth (STORPER, 2013;
STORPER et al., 2015). Others, however, argue that it
is the diversity – the complexity – of a region’s or a
city’s economic structure (its industries or its products)
that imbues it with higher growth and greater stability

Table 1. Correlations between regional resistance and different recessions

Resistance, 1979–83 Resistance, 1990–93 Resistance, 2008–10

Resistance, 1974–76 −0.049 (0.879) 0.677 (0.016) −0.230 (0.473)
Resistance, 1979–83 −0.123 (0.702) 0.341 (0.278)
Resistance, 1990–93 −0.299 (0.346)

Note: p-values are given in parentheses.

Table 2. Correlations between regional recoverability and different recessions

Recoverability, 1983–90 Recoverability, 1993–2008 Recoverability, 2010–14

Recoverability, 1976–79 0.725 (0.008) 0.259 (0.416) 0.044 (0.892)
Recoverability, 1983–90 −0.120 (0.710) −0.299 (0.087)
Recoverability, 1993–2008 −0.298 (0.0972)

Note: p-values are given in parentheses.
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(e.g., HAUSMANN et al., 2013). Still others argue that
what matters for regional economic growth and stability
over the long run is ‘diversified specialization’ (FAR-

HAUER and KRÖLL, 2012), while yet others emphasize
what they call ‘related variety’ (FRENKEN et al., 2007).
Also, other possible determinants – such as the age
structure of local firms, wage costs, workforce skills,
workplace cultures, entrepreneurship and business for-
mation rates, and the like – are to some extent them-
selves functions of a region’s industrial composition
and its industrial history. Indeed, some of these indus-
try-related factors may linger on, in a path-dependent
manner, even if the particular industries around which
they developed and with which they were originally
associated, have long since declined or disappeared.

In his interesting study, CONROY (1975) demon-
strates in some detail how a region’s economic structure
–what he calls its ‘industrial portfolio’, the particular mix
of economic activities and their interrelationships – can
influence the reactions of a region’s economy to reces-
sionary disturbances and fluctuations. Subsequent
studies have likewise assigned a similar importance to
regional economic structure, and to the possible impli-
cations of structural diversity (or variety) versus specializ-
ation for cyclical stability (e.g., SHERWOOD-CALL,

1990; SIEGEL et al., 1994, 1995; DISSART, 2003;
ORMEROD, 2008). A recurring theme is that, other
things being equal, a diverse or varied economic structure
confers greater regional resistance to shocks than does a
more specialized structure, since different industries
themselves have different elasticities of demand, different
export markets, different dependence on monetary con-
ditions (exchange rates, interest rates, debt financing),
and so on (GARCIA-MILA and MCGUIRE, 1993;
HORNSTEIN, 2000; BELKE and HEINE, 2006). Put
another way, a diverse economic structure should allow
a regional economy to ‘spread risk’. Conversely, a
highly specialized regional economy – say one heavily
dependent on manufacturing – is potentially more vul-
nerable and unstable, since if its principal industrial speci-
alism is badly hit by a downturn it has much less scope for
other, less-sensitive (more resistant), industries to provide
some measure of buffering against the contraction. For
these reasons, according to DAVIES and TONTS, 2010):
‘The general contention is that those places with
diverse economies are more resilient in socio-economic
terms than those with a narrow economic base’
(p. 232). As Table 3 shows, not only have different UK
sectors of activity had different rates of employment
growth or decline over the 1971–2014 period as a

Fig. 6. Determinants of regional economic resilience
Source: MARTIN and SUNLEY (2015)
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whole, but also they have differed in their ‘cyclical sensi-
tivity’.10 For example, manufacturing and production
activities tend to have high cyclicality, motor vehicles
and construction being prime examples, while employ-
ment growth in services and utilities tends to much
more stable over time, as evidenced particularly by elec-
tricity, gas and water, retailing, health, education, and
other services. There is evidence of an inverse relation-
ship between ‘cyclical sensitivity’ and growth: those
sectors with the highest long-term average growth rates
tend to be the least cyclically sensitive, indicating that
buoyant growth tends to be associatedwith greater resist-
ance to shocks. These attributes give some credence to
the argument that within a regional setting, a diverse
industrial structure might be expected to be less vulner-
able and resilient to recessions. However, specialization
need not be problematic per se: much depends on the
particular cyclical vulnerability or sensitivity of that
specialization. A region that is specialized in manufactur-
ing, for instance, is likely to be much more affected by
recessions, other things being equal, than is a region
that has a disproportionate dependence on public services
– or at least this was the case until the new era of fiscal aus-
terity when public sector activities have become much
more vulnerable to shocks, both in and out of recession.

Empirically disentangling the influence of differences
in industrial structure on regional responses to recessions

is not straightforward. In their study of regional cyclical
synchronicities across Europe, PARTRIDGE and
RICKMAN (2005) first extract the trend from each
region’s employment series to generate a regional ‘cycli-
cal series’, to which they then apply what is essentially a
shift–share decomposition to identify the contribution
of industrial structure to each region’s cyclicity. For
the reasons enumerated above, however, distinguishing
trend from cycles may not be ontologically meaningful,
so that approach is not adopted here. Further, since, as
seen above, a region’s reaction to and recovery from
recessionary shocks may well vary from one cycle to
another, and since this may be due to changes in
regional industrial structures over time – perhaps as a
result of successive recessionary shocks themselves –
this paper identifies the impact of industrial structure
on regional resistance separately for each downturn
and each subsequent recovery upswing.

More specifically, and in order to link the analysis
with the resistance and recovery indices computed
above in the second section, the paper applies a shift–
share procedure to decompose the change in a
region’s employment during a recession or recovery
period, DErecess

r or DErecov
r , into three components: a

national component, an industrial mix effect and a
regional ‘shift’ or regional ‘competitiveness’ effect. For
a given change over the time interval t, t + k and for a

Table 3. Sectoral employment growth rates and ‘cyclical sensitivity’ in the UK, 1971–2014

Sector
Average annual growth
rate, 1971–2014 (%)

Coefficient of ‘cyclical
sensitivity’

Agriculture −1.21 0.88
Mining and quarrying −3.80 1.19
Food, drink and tobacco −1.38 0.76
Textiles, clothing and leather −5.18 0.95
Wood and paper −1.93 1.15
Printing and publishing −1.53 1.07
Fuels and chemicals −2.25 1.63
Non-metal and mineral products −2.08 1.87
Basic metals and metal products −2.73 1.63
Mechanical engineering −2.30 1.72
Electronics, electrical and instrument engineering −2.50 1.39
Motor vehicles −3.00 2.18
Other transport equipment −1.66 0.76
Other manufacturing −1.44 1.11
Electricity, gas and water −0.77 0.10
Construction 0.36 2.08
Distribution 0.03 0.90
Retailing 0.77 0.72
Hotels and catering 1.91 1.24
Transport and communications −0.62 2.29
Finance and Insurance 1.25 0.66
Other business services 2.91 1.22
Public administration −0.43 0.07
Education and health 2.01 0.34
Other services 3.06 0.74

Correlation R=−0.42

Note: The ‘coefficient of cyclical sensitivity’ is the regression coefficient of the percentage change in employment in
an industry (%ΔEi) on the percentage change in national total employment (% ΔEN), calculated for the whole period
1971–2014.
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given industry i in region r, the shift–share decompo-
sition can be written as:

DEt+k
r =

∑
i

(gt+k
N Et

ir )
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N )Et
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(4)

where gt+k
N is the percentage rate of change of national

employment over the period of recession or recovery;
gt+k
iN is the corresponding rate of change of employment
in sector i nationally; gt+k

ir is the rate of change of
employment in that sector in region, r; and where ‘(a)’
is the national effect or component, which is the
change in regional employment in a downturn (or
recovery) that would be expected if employment in
each of the region’s industries contracted (or increased)
at the same rate as the national rate of employment
change. In other words, this is identical to the ‘expected’
(counterfactual) regional response (DEt+k

r )e that was
used in equations (2) and (3); ‘(b)’ is the industrial mix
effect, which is the fall (or increase) in regional employ-
ment in a recession (or recovery) allowing for the fact
that some national industries may contract in recession
or expand in recovery at faster rates than national
employment as a whole. It thus captures that part of a
region’s relative resistance to and recoverability from
recession attributable to the region’s mix of (specializ-
ation in) more and less nationally resilient industries.
The more a region’s economic structure is dominated
by sectors that nationally are more (or less) resilient to
recessions, the more (or less) resilient will the region
be to recession compared to the national economy;
and ‘(c)’ is the difference between actual regional
employment change in recession or recovery and that
part of regional employment change attributable to
national and industrial mix effects, and captures differ-
ences in behaviour between the industries in a region
and those same industries nationally. In standard shift–
share analysis it is usually assumed to reflect features
and characteristics specific to a region (so-called ‘compe-
titiveness effects’) that result in its industries behaving
differently from their national counterparts.

By taking the national component (a) to the left-
hand side of (4), that is:
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+
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one is in effect decomposing the numerator in the resist-
ance and recovery measures in equations (2) and (3) into
an industrial structure effect and a regional ‘competitive-
ness’ effect. Whereas standard shift–share decomposes

Fig. 7. Contribution of ‘industry mix’ and ‘region-specific’
effects to regional differential resistance and recoverability for the

last four recession–recovery cycles
Note: Regions are arranged (from left to right) in

ascending size of the total average annual percentage
differential rate of employment change (above or below

the national rate) over each cycle
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the change in regional employment over a specified
period using the initial industrial structure and holding
that constant over the period as a whole, this paper
uses a dynamic version in which the changes are calcu-
lated on a year-by-year basis and cumulated over the
recession or recovery concerned (see BARF and
KNIGHT, 1988, for a discussion of dynamic shift–
share; for a recent city application, see MARTIN et al.,
2014).11 This allows for the fact that regional (and
national) industry structures may change over time.
Even during the course of a downturn, and especially
if the contraction is a deep or prolonged one, shifts in
a region’s industrial structure may occur. During recov-
eries, which tend to be longer in duration than reces-
sions, such shifts are even more likely. This dynamic
version of shift–share thus allows for structural change,
including any adaptation of a region’s economic struc-
ture as part of its recovery from recession.

The results, using the 25-sector disaggregation, are
shown in Fig. 7, where the graphs give the percentage
change in regional employment attributable to industrial
structure and regional shift factors in each region’s per-
centage cumulative differential employment change
(that is, relative to the national or ‘expected’ change
component), expressed as an annual average rate, over
each of the four recession–recovery cycles. The
regions in each graph are ranked from left to right by
the size and sign of their total differential proportionate
response, relative to the national response. The graphs
give an indication of the contribution of structure and
competitiveness effects to the position of each region
in the quadrants in Fig. 5. Thus, for example, for the
1974–79 recession–recovery cycle in the case of
London, a positive industrial mix effect was far out-
weighed by a large negative regional effect, resulting
overall in a negative resistance and recovery indices for
the region as in the bottom left-hand quadrant of
Fig. 5; whilst at the other end of the distribution,
Wales’s relatively high resistance and recoverability
indices over that same cycle were overwhelmingly the
result of a strong positive regional effect.

Several features are evident from Fig. 7. First, it is
clear that, within the constraints of the level of sectoral
disaggregation possible for this analysis, the relative role
of industrial structure and region-specific effects has
varied from one recession–recovery cycle to the
next. This is not surprising, since it may reflect the
different nature of each of the recessions, as discussed
above. Second, it is also evident that, for the most
part, the effect of industrial structure has been what
would be expected: namely, that the effect has been
negative in those regions – the North East, North
West, Yorkshire–Humberside, West Midlands and
East Midlands – that have been relatively more depen-
dent on manufacturing, and positive in the more
southern, less industrial, more service-orientated
regions – the South East, London, South West and
Eastern region. London has consistently benefited

from a favourable industrial mix effect. But thirdly,
what is particularly striking is the relative contribution
of region-specific effects to the differential responses
of regions to recessions and recoveries. In almost all
cases the regional effect exceeds the industry mix
effect. In some instances, the regional ‘competitiveness’
effect has also changed significantly over time. For
example, for the first two cycles London had a nega-
tive regional ‘competitiveness’ component in recessions
and recovery: this now seems to have become positive,
and substantial. On the other hand, in the East Mid-
lands, a positive regional competitiveness effect has
declined over time and now appears to be negative.
Overall, the findings in Fig. 7 suggest that, despite
the importance often assigned in the literature to
industrial structure in shaping regional growth and
cyclical dynamics, in the case of the UK region-specific
or ‘competitiveness’ effects seem to have played the
dominant role in shaping how regions have reacted
to economic cycles.

Of course, it may be that the relative effect attributed
to the ‘regional’ effect is influenced by the level of sec-
toral disaggregation used to determine the industrial mix
component. A finer level of disaggregation might reveal
a larger role for industrial mix and a smaller role for
region-specific effects. But the size of the region-specific
effect suggests that it is unlikely simply to be an artefact
of the level of disaggregation used here. Further, the
findings parallel similar results by OHGUS and
SKINNER (2010) and JONES (2012) who used shift–
share analysis to examine regional growth patterns (of
output and employment, respectively) across the UK
during the recovery (‘long boom’) of 1993–2008.
They too found that for most of the UK regions, indus-
trial structure played a secondary role.

CYCLICAL RESPONSES AND LONG-RUN
STRUCTURAL CHANGE

The fact that regional differences in both resistance to
and recoverability from recession have tended to dimin-
ish over time, at least until the most recent downturn
(Fig. 5), and that the relative contribution of industrial
structure and ‘competitiveness’ to those responses has
varied from one economic downturn to the next, and
further that ‘competitiveness’ effects have tended to out-
weigh structural effects, suggests there are long-run
trends and developments at work that have influenced
how the UK regions have been impacted by successive
economic cycles. One obvious possibility is that over
time a region’s industrial structure may undergo far-
reaching changes, so that the region’s cyclical behaviour
will likewise change. In his classic study of regional
business cycles in the US more than 50 years ago,
BORTS (1960) suggests that state differences in cyclical
sensitivity were declining as a result of the diversification
of state-level industrial structures, and similar results
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using more recent data have been obtained by KIM

(1995). In the UK context, writing about the regional
sensitivity to recessions as measured by unemployment
movements in the 1980s and 1990s, JACKMAN and
SAVOURI (1999) argue that shifts and changes in indus-
trial structure across the UK regions had rendered this
factor much less important as a source of regional differ-
ences in cyclical dynamics, particularly as between
northern and southern areas of the country:

The traditional ‘north–south divide’ unemployment
problem has all but disappeared in the 1990s. This may
prove to be a permanent development, since the manufac-
turing and production sectors, the main sources of regional
imbalance in the past, no longer dominate shifts in the
employment structure to the same extent. Future shocks
will have a more balanced regional incidence than has
been the case in the past.

(p. 27)

Essentially, the underlying thrust of their argument was
twofold. The first point was that over the course of the
1980s and 1990s the process of deindustrialization had
significantly reduced the historic reliance of the coun-
try’s northern industrial regions on manufacturing,
while their dependence on services (both private and
public) had been correspondingly enhanced. That is,
the economies of the old industrial regions – the West
Midlands, North East, North West, Yorkshire–Hum-
berside, Scotland and Wales, but one might also add
London, since that had also been a major centre of man-
ufacturing – had become more like those of the South
East, East of England and South West. The second
aspect to the argument was that since services (and
especially public services) are much less prone to cyclical
shocks (Table 3), recessions would not only be less
severe nationally but also felt more evenly across the
country.

To explore this issue, this paper follows ROBSON

(2009) in calculating ‘Lilien indexes’ (LILIEN, 1982) of
structural change in the regions over the 1971–2012

period. This index is defined as:
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that is, as the square root of the sum of sectoral-share-
weighted deviations of regional sectoral employment
changes from regional total employment change. This
index gives a measure of the shifts of employment
between sectors over a given time interval. Table 4
shows the results calculated over each recessionary and
subsequent recovery periods (including the current but
incomplete recovery phase). Although the degree of
structural change has varied across regions, in all cases
it has tended to be greatest during recoveries than in
recessions, which is not surprising given that the
former tend to be longer than the latter. Structural
change was particularly marked during the long recov-
ery phase from 1993–2008. In this period, structural
change was most rapid in the Eastern region, East Mid-
lands, North East, Wales and Northern Ireland, and
slowest in the South East, North West and Scotland.

While these indices suggest that structural change has
indeed been an ongoing feature of the regions, it tells
little about the nature or direction of that change.
Some additional insight can be gained by calculating
Krugman structural specialization (dissimilarity) indices
for each region, which compare the employment
shares of each industry in a region with the correspond-
ing shares nationally:
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The index ranges from 0 (no dissimilarity) to 2
(maximum dissimilarity) (see KRUGMAN, 1993, DUR-

ANTON and PUGA, 1999, and BARRIOS et al., 2003,
for discussions of this index). The higher the index,

Table 4. Lilien indices of regional structural change in successive recession and recovery phases

Recession,
1974–76

Recovery,
1976–79

Recession,
1979–83

Recovery,
1983–90

Recession,
1990–93

Recovery,
1993–2008

Recession
2008–10

Recovery
2010–14

London 0.280 0.652 0.286 0.523 0.438 0.902 0.476 0.602
South East 0.307 0.682 0.303 0.470 0.448 0.743 0.418 0.552
Eastern 0.523 0.874 0.598 0.792 0.677 1.516 0.938 0.802
South West 0.388 0.737 0.357 0.508 0.438 0.900 0.548 0.613
West Midlands 0.293 0.695 0.444 0.500 0.443 0.959 0.702 0.744
East Midlands 0.322 0.680 0.412 0.572 0.487 1.146 0.487 0.599
Yorkshire–

Humberside
0.366 0.731 0.422 0.527 0.387 0.985 0.604 0.701

North West 0.291 0.685 0.413 0.439 0.393 0.827 0.546 0.623
North East 0.451 0.828 0.498 0.766 0.612 1.292 0.840 0.878
Wales 0.404 0.834 0.494 0.730 0.582 1.148 0.628 0.640
Scotland 0.343 0.786 0.413 0.502 0.375 0.836 0.433 0.631
Northern

Ireland
0.282 0.753 0.443 0.519 0.324 1.459 0.542 0.595
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the more dissimilar – or more ‘specialized’ – is a region’s
economic structure relative to that of the national
economy as a whole, and conversely. The indices for
the UK regions over the period 1971–2014 are shown
in Fig. 8. Several features are apparent. The most
obvious is that, with the exception of London, regional
differences in industrial structure have declined over
time (supporting JACKMAN and SAVOURI’s, 1999,
argument), although the actual pattern of regional
differences in specialization has remained relatively
stable, with the old industrial regions of Northern
Ireland, Wales, the North East and West Midlands,
together with London, remaining more relatively
specialized than regions such as the North West,
South East, Eastern and South West. For most regions

the decline in structural dissimilarity occurred mainly
in the first two decades of the period, in the 1970s
and 1980s, and since the early 1990s’ recession, differ-
ences in industrial structure across the regions appear
to have stabilized. The exception is Northern Ireland,
where the decline in its structural dissimilarity acceler-
ated after the early 1990s. The basic point, however, is
that, apart from London, over the past 40 years or so
the regions have become increasingly similar in terms
of their economic composition.

But while the Krugman index indicates that
regional industrial structures have converged, this
may be – as JACKMAN and SAVOURI (1999) contend
– because each region has become increasingly orien-
tated around, that is specialized in, services: that is,

Fig. 8. Structural specialization among UK regions, 1971–2014

Table 5. Declining share of manufacturing in regional employment, by cyclical phases (%)

1976 Trough 1979 Peak 1983 Trough 1990 Peak 1993 Trough 2008 Peak 2010 Trough

London 17.5 15.1 12.7 8.5 6.8 3.3 2.7
South East 22.7 22.1 18.9 14.8 12.5 7.2 6.6
Eastern 24.5 22.7 19.1 15.0 13.2 9.1 8.2
South West 22.9 20.8 17.5 14.9 13.4 9.6 8.8
West Midlands 38.6 34.9 28.5 24.4 21.5 12.4 11.6
East Midlands 34.3 32.0 26.7 23.5 21.6 13.1 12.7
Yorkshire–Humberside 31.2 28.3 22.3 19.3 18.2 11.4 10.4
North West 31.5 27.9 22.7 19.6 17.5 10.5 9.4
North East 33.0 29.2 24.0 20.8 18.4 11.0 10.0
Wales 26.6 23.6 18.7 18.3 17.9 11.9 9.8
Scotland 26.5 22.7 18.5 15.7 13.9 7.7 7.2
Northern Ireland 26.9 22.1 16.4 14.8 15.1 10.2 9.4
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regional sectoral structures can converge because each
region is becoming similarly specialized. Tables 5 and 6
show the shares of manufacturing and private services
in regional employment over the entire study period.
The decline in manufacturing as a share of total
regional employment has been dramatic, particularly
in the recession of 1979–83, and in the long recovery
boom years of 1997–2008 (Table 5). Those regions
that were most dependent on manufacturing in the
early 1970s – the West Midlands, East Midlands,
Yorkshire–Humberside, North West and North East
– still had the highest proportions of employment in
that sector in 2010, but the degree of dependence
had slumped by then. At the same time, the increasing
concentration of regional employment structures
around private services is equally striking (Table 6);
by the end of the study period, all the regions had
become firmly orientated around private services.

These findings go some way to explain why indus-
try mix seems to have played a relatively minor role in
shaping the differences across UK regions in their
responses to the past four economic cycles, and they
reinforce the view that it is the differential perform-
ance – the ‘competitiveness’ – of a given industry
from region to region that matters. Put another way,
a given sector, say mechanical engineering or business
services, performs differently, in terms of its reaction to
a particular recession or recovery, from one region to
another. Interestingly, in their study of employment
growth and variations across US states, MILA and
MCGUIRE (1993) found that the cyclical sensitivity
of employment within a given industry differed sig-
nificantly from one state to another. This is also the
case for the UK regions, illustrated, for example, by
comparing the East of England and the North West
(Fig. 9). For virtually every sector, relative employ-
ment growth in the East of England region (one of
the more resilient) has been greater than that nation-
ally, whereas in the case of the North West (a much
less resilient region) virtually every sector has under-
performed in employment growth. What this suggests
is the need to explain why it is that the same sector can

perform quite differently in different regions, for it
would seem that such differences – and their evol-
utions over time – can exert a significant influence
over how regions react to successive economic
cycles. What this certainly points to is the fact that to
understand regional resilience to recessionary and
other shocks one needs to explore the various other
sets of factors and determinants, other than just indus-
trial structure, summarized in Fig. 6.

EXPLORING THE REGION-SPECIFIC COM-
PONENT OF RESILIENCE

Numerous factors may account for why firms in a given
sector in a given region grow faster (or slower) than their
counterparts in the same sector nationally: for example,
differences in particular market segments they supply, in
levels of capacity utilization, their technological sophis-
tication and efficiency, the functional nature of the firms
involved (e.g., whether head offices or back offices,
whether branch plants or principal facilities), in their
wage cost structures, profitability and financial viability,
the skill make-up of their labour forces, and in their pro-
ductivity and competitiveness more generally. As argued
above, with the major exception of London, these
differences in regional ‘competitiveness’ effects, particu-
larly in periods of recovery, seem to show a reasonably
persistent regional pattern. A full answer must wait for
more in-depth research, but one can suggest several
possible sources for this persistence. The first is that
many of these effects are likely to reflect the outcome
of firm interactions and the cumulative build-up of
stronger service markets in some cities and regions.
Inter-firm interdependencies are as significant in the
post-industrial economy as they were in the industrial
past, as many service industries are heavily influenced
by, and integrated in, direct and indirect relationships
with other industries, both services and non-services.
There are strong spatial divisions of labour within
many producer and business service sectors because of
the way in which firms are shaped by the nature of

Table 6. Increasing share of private services in regional employment, by cyclical phases (%)

1976 Trough 1979 Peak 1983 Trough 1990 Peak 1993 Trough 2008 Peak 2010 Trough

London 57.7 59.4 62.2 66.7 69.3 74.0 73.7
South East 44.8 47.7 50.6 55.6 57.9 63.8 62.2
Eastern 43.6 45.9 50.2 55.1 57.6 62.1 62.3
South West 76.5 75.9 74.8 76.8 74.8 76.6 75.4
West Midlands 37.0 38.9 43.7 48.2 50.1 58.0 56.4
East Midlands 38.0 40.1 44.2 47.7 51.2 57.1 57.2
Yorkshire–Humberside 39.3 42.4 47.0 50.6 51.7 57.3 56.6
North West 41.5 44.1 48.4 52.4 54.9 59.5 59.2
North East 37.4 40.5 43.7 46.7 49.1 55.8 53.7
Wales 39.7 41.7 46.0 48.5 49.2 53.3 53.9
Scotland 41.0 43.6 46.8 51.1 53.8 58.0 58.6
Northern Ireland 29.6 32.1 34.5 37.8 38.0 51.1 52.8
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demand and whether their markets are local, regional or
global (i.e., by the extent and orientation of the tradable
base), and to what degree their clients are based in public
or private sectors. Producer service firms serving global
and international clients are quite different creatures
from those servicing local markets. Similarly, the
growth of consumer service firms reflects, and amplifies,
differences in rates of growth in income, prosperity and
housing wealth. Such factors appear partly to explain

why it is that of all the former large manufacturing
centres, London since 1993 has best been able to dra-
matically escape the legacy of deindustrialization
(MARTIN, 2013). In addition, however, the persistence
of these regional effects also suggests that firm-level
differences may well have become heavily interlocked
with institutional differences between the regions.

As noted in the fourth section,what onemight call the
‘institutional context’ of regional economic growth and

Fig. 9. Sectoral employment growth differentials (relative to national sectoral rates), East of England and North West compared,
1972–2014
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development could well be important to the processes
underlying resilience. By ‘institutional context’ one is
referring to the sets of established practices, conventions
and policies that influence firm behaviour, the operation
of the financial system and labourmarkets, and the nature
of policy interventions, all of which regulate and govern
economic activity, and hence thereby may influence the
resilience of individual regions, cities and localities to
major recessionary and other shocks. Such influences
operate at several scales simultaneously. National-scale
institutions and policies typically produce uneven
regional effects and outcomes, while at the same time
there is some evidence of differences between institutions
between different regions.

There are several such institutions and institutional
arrangements that may condition (positively or nega-
tively) the adaptive strategies that firms pursue in
response to deep recessionary downturns. Even national
or nationwide institutional forms and conditions can
have spatially differentiated impacts on economic
activity. One such is the national innovation environ-
ment or regime. There are strong grounds for believing
that innovative firms are much more likely to be more
competitive and adaptive in the face of economic
shocks. So one possible source of the ‘regional-specific
or competitiveness’ component of resilience identified
in the fourth section may be differences in firm innova-
tiveness across regions. While the UK economy as a
whole shows what some regard as an ‘institutionalized’
weakness in the development of innovative, export-
focused small and medium-sized firms, there is consider-
able evidence that the problem is more severe in the
northern regions. The concentration of research and
development expenditure and innovative activities in
the South East is pronounced and well known (CANT-

WELL and IAMMARINO, 2000; ROPER et al., 2015).
Knowledge spillovers from innovation are bound to
be greater in such localities and may differentiate firm
growth within sectors. Institutional forces plus more
informal cultural norms and aspirations also combine
to produce stubborn regional differences in entrepre-
neurial activity, as suggested by lower new firm start-
up rates in the northern regions of the country
(HUGGINS and WILLIAMS, 2011). Moreover, the con-
sequences of entrepreneurialism for growth depend on
the institutional support provided to start-ups and on
the degree to which entrepreneurs are assimilated into
regional knowledge networks and become part of sup-
portive ‘ecosystems’ (HUGGINS and WILLIAMS, 2011).
Regional firm-based competitiveness effects may thus
to some extent reflect whether localities and regions
provide a supportive entrepreneurial and innovation
‘ecosystem’ or knowledge infrastructure that allows
firms to develop, absorb and share knowledge. There
are many key questions concerning whether the reliance
on foreign direct investment in former industrial regions
has allowed and promoted the growth of such ecosys-
tems. Significant regional differences in their extent

and coherence are likely to prove more significant as
firms seek to grow in periods of expansion and recovery.

Certainly, there are indications of regional differences
in the quality of institutional support to firm growth and
expansion. Small and medium-sized firms, for example,
may be crucially dependent on credit in order to remain
viable during difficult economic times and to be able to
‘ride out’ deep recessions. The spatial organization and
lending strategies of the banking system may thus be
important. For instance, the UK’s banking and
venture capital system has remained heavily concen-
trated London and the South East and has created unba-
lanced reinforcing logics between the demand for and
supply of development finance (MARTIN et al., 2005).
Both bank lending to, and equity investment in, small
and medium companies have been disproportionately
focused in London and the South East (BRITISH

BUSINESS BANK, 2014; KLAGGE et al., 2016). It is
entirely plausible that spatial asymmetries in capital
markets become more of a constraint in upturns, and
thereby reinforce regional ‘competitiveness’ effects.
Indeed, as DEGRYSE et al. (2015) have shown in their
detailed analysis of bank lending to manufacturing small
and medium-sized enterprises (SMEs) in the British
regions over 2004–11, the thin and highly centralized
branch banking system in Britain has worked to expose
the more peripheral regions to substantial variation in
credit supply over the economic cycle (see also ZHAO

and JONES-EVANS, 2015). In their view, functional dis-
tance between bank branches and their institutional
headquarters was a key factor in SME access to finance
during the recession. Their findings indicate that

during and after the financial crisis, the distance between
bank branches and headquarters plays a significant role,
suggesting the presence of a ‘flight to headquarters’ effect
of banks in rebalancing their loan portfolio across different
local markets in the post crisis period.

(DEGRYSE et al., 2015, p. 28)

This suggests an important avenue for further research
into how geographical differences in local firms’ access
to finance may influence the regional pattern of econ-
omic resilience.

Another aspect of the ‘institutional context’ that can
condition firms’ responses to deep recessionary down-
turns relates to the labour market. The labour market
is highly structured and regulated institutionally. At a
basic level, KRUGMAN (2006) argues that educational
institutions form a key part of what he calls the ‘funda-
mentals’ that shape the performance, prosperity and
adaptability of a region’s economy. A well-qualified
and skilled local workforce not only influences how
firms utilize labour but also provides the local
economy as a whole with greater scope for adapting
out of major crises. Segmented labour market theory
suggests that firms try to hold on to skilled personnel
at times of depressed demand and cyclical downturn,
since such workers are not only key to productivity
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but also if laid off may be difficult to recruit when econ-
omic circumstances improve. There are significant
differences in the educational–institutional bases of the
UK regions, whose differences influence the supply
and movement of educated and skilled labour. For
example, the proportion of working-age adults with
no qualifications is about one-third higher in traditional
northern manufacturing regions than it is in London and
the South East (OFFICE FOR NATIONAL STATISTICS

(ONS), 2014). The supply of skilled and educated
labour varies markedly by region, so that while 40% of
London’s population is educated to degree level the
figure for the North East is just 24% (WRIGHT et al.,
2010). Moreover, these differences appear to have
widened over the past 30 years with regions with the
highest supply of skilled workers showing the fastest
trend rates of growth in employment (WRIGHT et al.,
2010). It is well known that there is a positive relation-
ship between the skill endowment of a region’s work-
force and the productivity of its firms, and the higher
the productivity of local firms the more resilient they
are likely to be.

It also tends to be the most educated and skilled indi-
viduals who are the most geographically mobile. One
might expect a net movement of workers out of those
regions worst affected by major economic downturns,
although the ability to move may itself be dampened
at times of nationwide economic recession. The elas-
ticity of inter-regional migration of (especially educated
and skilled) workers with respect to the regional impact

of recession is thus an interesting issue. It too is shaped
by institutional factors, such as the way that the
housing market and housing finance system operate,
with the latter being highly influenced by interest
rates, which in turn are shaped by the Bank of
England base rate, itself a key national policy lever. In
the UK, historically there has tended to be a net
outward migration from the slower growing and
lower recoverability northern regions of the UK into
the faster growing and higher recoverability southern
regions (Fig. 10). On the one hand, this net drift south-
wards can be argued to have kept northern unemploy-
ment lower than it might otherwise have been and, on
the other hand, it is likely to have been the more skilled
and enterprising workers who have migrated south-
wards, thereby depriving the northern regions of more
productive human capital (ROWTHORN, 2010).
However, while this movement has been distinctly
cyclical in nature, it is not straightforwardly correlated
with the succession of economic recessions and recov-
eries. Further, the scale of the net movement has steadily
declined over time. In fact, the net movement from the
north to the south seems to have declined in the latter
half of each recovery phase of the economic cycle,
and may well reflect the rapid rise in house prices in
the south (London and the South East especially) that
has characterized these periods. The widening gap in
house prices between the south and north of the
country has been largely attributed to a serious lack of
housing supply in the former, which in turn is argued

Fig. 10. Net inter-regional migration between the North and South of the UK
Note: South – London, South East, South West, East of England, East Midlands; North –West Midlands, Yorkshire–
Humberside, North East, North West, Wales, Scotland and Northern Ireland. National recessionary downturns are

shaded
Source:Data are based on national health registration records, and are kindly supplied by Professor Anthony Champion,
Newcastle University. Data refer to the movement of residents within the UK and do not include overseas migration

(in or out)
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by some to be caused by the UK’s national system of
restrictive planning regulations that prevent local auth-
orities from allowing new housing developments in
‘Green Belt’ areas.12 So again, institutional factors can
shape the underlying resilience of regions and localities,
and hence how they respond to and recover from major
economic shocks.

Yet another possible determinant of regional resili-
ence to recessions that links to institutional arrangements
is regional policy. Post-war regional policy in the UK, at
least to the end of the 1970s, was primarily focused on
encouraging manufacturing industries to expand in or
relocate to the more northern areas of the country,
with controls on office space also being used in London
and other parts of the South East. The precise impact
and implications of this policy are open to debate.
While it has been estimated that perhaps as many as
500 000 jobs were created in the northern regions of
the UK by means of regional policy over the 1960s,
1970s and early 1980s, many of these jobs were in
branch plants that then proved prone to closure when
faced with the winds of economic slowdown and reces-
sion, while at the same time the growth of London and
the South East was possibly held back. Furthermore,
regional policy rarely had the specific aim of diversifying
the economic base of the industrial northern regions, and
may in fact have served to prop up industries and firms
that were not competitive. How regional policy has
impacted on the economic resilience of the UK regions
is an unexplored subject.

More generally, how the various forms of public
spending, from fiscal and monetary measures (such as
interest rate policy – a key measure used in the UK to
stimulate recovery from the recession of 2008–10), to
social welfare spending to investment in infrastructure,
impact across regions may well play a significant role
in determining the resilience of regions to recessions.
Little is known, for example, about how far (and with
what long-run as well as short-run consequences) the
automatic inter-regional redistributive mechanisms
associated with the UK’s national tax and benefit
systems shapes the reaction of the country’s regions to
shocks. Differences across regions in the severity of a
common shock initiates automatic fiscal transfers
between regions (from lower unemployment regions
to higher unemployment ones), but whether such trans-
fers aid recovery in the worst-hit regions or if they give
rise to hysteretic effects (leaving a higher proportion of
the local labour force as long-term unemployed depen-
dent on benefits) is unknown.

A government’s overall fiscal stance in response to a
deep recession may also have disparate regional conse-
quences. Historically, UK governments adopted a basi-
cally Keynesian approach to managing economic cycles
by relaxing fiscal policy and increasing public spending
in downturns. How such countercyclical policy
impacted across the regions remains an under-

researched topic. In the recent recession, however, gov-
ernment policy has been quite different, involving the
imposition of substantial cuts in public spending. This
fiscal austerity programme, still ongoing, has had quite
uneven geographical effects, falling most heavily on
those regions that had a higher dependency on public
sector employment, which included most of the north-
ern regions. Thus, between 2008 and 2014, the North
East lost 19% of its public sector jobs, Yorkshire–Hum-
berside 12.6%, the West Midlands 12.4% and Wales
9.5%. This contrasts with London, which lost only 3%
(SHEFFIELD POLITICAL ECONOMY RESEARCH INSTI-

TUTE (SPERI), 2015). This uneven geography of public
employment decline, which will in all likelihood be
permanent (and there are more cuts to come), has
almost certainly served to slow the relative recovery of
the northern regions from the 2008–10 recession com-
pared with their southern counterparts. Meanwhile,
while these cuts have been imposed, London has bene-
fited from one of the biggest ever public infrastructural
projects in Europe, the £15 billion Cross Rail project,
a new 42 kilometre east–west rail link, much of it tun-
nelled under the city itself. There can be little doubt that
this project has in effect served, in part at least, as a
specific form of regional policy to the benefit largely
of London and its environs.

Clearly, in thinking about the role of region-specific
non-structural ‘competitiveness’ effects in the develop-
ment of regional resilience, the research agenda is poten-
tially extensive. The natural inclination is to search for
factors and determinants that are themselves regionally
specific. KRUGMAN (2006) calls such factors and con-
ditions ‘fundamentals’, to distinguish them from influ-
ences associated with the particular structural form of
economic development and specialization in a region.
It seems inescapable that any detailed analysis of the
nature and role of such region-specific ‘fundamentals’
in determining resilience to recessions (and other
shocks) will require in-depth (comparative) case study
research. But it is also the case that national-level, osten-
sibly non-spatial processes and policies can have quite
different impacts on the pattern and process of regional
development, and hence on regional resilience. Thus, a
case study approach would also need to examine how
such national factors play out in specific regional contexts.

CONCLUSIONS AND DIRECTIONS FOR
FURTHER RESEARCH

The aim of this paper has been to explore how the last
four economic cycles of recessions and subsequent
recoveries have impacted across the UK regions. Not
only is it clear that the economic cycle is far from
dead, but also it is evident that the geography of each
recession and subsequent recovery has varied from one
cycle to the next. There are some similarities and
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broad patterns that recur over time, in that overall the
southern and eastern regions of the country have
tended to be more resilient, apparently able to
‘bounce back’ strongly even if badly hit by a recession.
There are also significant differences across and within
regions in both their resistance to and recoverability
from successive recessionary shocks. Of particular inter-
est is the fact that, up until the most recent cycle,
regional differences in resistance and recovery appear
to have narrowed somewhat: the regions seem to have
been converging on a broadly similar pattern of cyclical
behaviour. Whether the reassertion of regional differ-
ences in recoverability thus far observed in the current
cycle marks a reversal of that trend, or is a temporary
departure, is as yet unclear, not least because this part
of the cycle is not complete.

The findings in the paper raise three key issues that
require further research. The first concerns the role of
economic structure. While economic structure has had
some influence on how particular regions have
responded to the last four economic cycles, its impact
has not been consistent, either geographically or tem-
porally. Furthermore, the influence of economic struc-
ture appears to have declined over time, especially in the
recessionary phases of each successive cycle. Of course, it
could be argued that the level of industrial disaggrega-
tion employed here masks important structural differ-
ences across the regions, and that a more detailed
analysis might yield different results. In addition, it
may well be that it is not economic structure per se
that matters but the linkages and interactions between
industries within and across regions, an issue that has
not been investigated here. In this context, writing
some 30 years ago, MASSEY (1984) argued that the
spatial division of labour across the UK was being trans-
formed from a regional pattern of sectoral specialization
that had underpinned the industrial era of national econ-
omic development to a regional system of functional
specialization in which firms in the same industry
perform different functions in different regions (such
as research in one region and production in another;
or head-office functions in one region and back-office
activities in another). This points to a relational view
of regional economies, and may mean that the same
industry behaves differently in different regions in
response to major recessionary downturns.

But, second, the fact that the role of ‘region-specific’
factors appears to be so prominent requires considerably
more attention. The size of this effect suggests that it is
not simply an outcome of the level of economic disaggre-
gation employed here. In theory, this effect has to do
with the conditions found in a region that influence
how its industries perform compared with their counter-
parts nationally. The range of possible relevant ‘region-
specific’ factors is extensive. The relative importance of
small enterprises might be one such; the degree of
foreign ownership of local industry another; the nature
and geographical distribution of supply chains yet

another; even the legacy of inherited local labour
market conditions and institutions might be still
another. The size of a region in terms of local ‘home
market’ effects may also play a role. Alternatively, the
export orientation and dependence of a region may be
a key factor (serving particularly buoyant overseas
market segments may act as an important buffer against,
and a source of recovery advantage, from recessionary
downturns). Or it could be that there are important func-
tional economic differences within sectors across regions.
And then there is the role of institutional conditions and
effects, both local and national. One simply does not
know how these and other locally specific ‘competitive’
effects influence the spatial anatomy of economic cycles.

Third, within the limitations of the available data
used here, the findings in this paper suggest that long-
run trends and shifts in regional economies, in both
their industrial structures and locally specific conditions
and factors affecting economic performance across
sectors, are key influences on the evolving geographies
of resistance to and recovery from recessions. Cyclical
dynamics are embedded within – are both shaped by
and help shape – long-term regional developmental
paths. Put another way, recessions and recoveries are
part of the evolving dynamics of regional growth, not
events superimposed upon some exogenously given,
predetermined trajectory to which a region’s economy
automatically returns. The implication is that, when
compared over any extended period of time, regional
responses to recession and recovery are almost certain
to vary from one cycle to the next, and that to under-
stand such variations requires not just an explication of
the nature of each recession–recovery cycle itself but
also how the impact of that cycle is both configured
by and in turn reconfigures each region’s mode of
growth. The study of regional cyclical resistance and
recoverability is thus integral to understanding long-
run patterns of uneven regional development.
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NOTES

1. For example, in his speech to the Labour Party confer-
ence in 2004, British Chancellor of the Exchequer
Gordon Brown was moved to proclaim that Britain
was ‘no longer the boom–bust economy’. The
acronym NICE (non-inflationary continuous expansion)
became common parlance to describe the performance of
the UK economy in that period.

2. Not just in the quotation given at the beginning of this
paper, but also, for example, in his Return of Depression
Economics (KRUGMAN, 1999).

3. In this sense, Krugman’s seeming acceptance of a clear
distinction, in the quotation given at the beginning of
this paper, between economic cycles and long-run
growth may not, in fact, be correct.

4. The period 2005–08 would seem to be a very short time
span from which to calculate ‘an average trend’ for com-
puting expected (counterfactual) levels of output during
the 2008–09 recession and recovery phase of 2009–11.

5. Exactly the same measures could be made using output.
We prefer employment as the measure of regional reac-
tions to recessions, for the reasons stated below.

6. And some workers may only be able to retain their jobs,
or find new ones in their region, if they are prepared to
take wage cuts or reductions in working hours.

7. There is considerable ‘noise’ in quarterly employment
data for regions, and, moreover, an industrial disaggrega-
tion of regional employment movements is not available
at this observation frequency. For these reasons, this paper
will use annual data in the regional analyses. These data
were kindly supplied by Cambridge Econometrics.
Using annual data also minimizes differences in the

timing of recession and recovery across the regions.
Cycle turning points refer to the years in which peaks
and troughs occurred at the national level.

8. The recoverability indices for the most recent recovery,
2010–14, are necessarily based on an incomplete cycle
(which would be up to the next cyclical peak, whenever
that occurs). The results for this recovery phase are there-
fore necessarily somewhat tentative.

9. Thus, impulse-response function analyses and similar
time-series procedures that typically use an entire time
series to estimate the response profile of a regional
economy to a unit shock may be misleading.

10. These 25 sectors are those used in the regional analysis
that follows. This is the finest degree of consistent
regional industrial disaggregation possible across the
entire historical period studied here (see Appendix A in
the Supplemental data online).

11. Despite the fact that shift–share is a widely used
decomposition technique, there are actually different var-
iants that can produce different results. For a recent
review and assessment, see ARTIGE and VAN NEUSS

(2013), who also advance their own variant, which
assumes a uniform distribution of sectors, by employment
shares, in the calculation of the regional ‘competitiveness’
component. The present paper also uses their version of
the procedure; the results confirm the general pattern of
those obtained using equation (5), in particular the rela-
tive importance of the regional ‘competitiveness’ com-
ponent compared with that of the industrial mix effect.

12. House price inflation in London has also been exacer-
bated by the influx of foreign money from wealthy over-
seas investors keen to acquire prime real estate as an
alternative investment vehicle to stock and shares.
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