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The United Kingdom’s productivity gap is a management problem, and this management
problem is a talent problem, and this talent problem is a geography problem.

The UK'’s productivity gap is a well-documented and persistent economic challenge. The most
recent OECD data shows the UK generates $86 of GDP per hour worked, a figure materially
below that of Germany ($103) and the United States ($105). Recent revisions to growth rates
have not changed the fact of the UK’s lagging absolute productivity levels. This gap has
significant consequences, reducing the fiscal headroom available to governments to implement
policy and acting as a persistent drag on living standards.’

Our previous piece demonstrated a connection between national GDP per hour worked and the
adoption of management systems by a nation’s businesses; it also showed that the United
Kingdom is not implementing these management systems as well as comparable economies,
even though the practices are well documented and widely understood. The same data exposes
a split between London- and non-London-centric industries: London-centric industries are
more likely to have implemented better management practices and so would likely benefit from
the associated increased productivity.

According to research on behavioural change and our experience serving clients around the
world, a group-level change in behaviour requires that at least 25 percent of a group advocate
and behave differently. For a ten-person leadership team in an operational setting, that means a
minimum of three people must have the drive, intellectual capability, knowledge, skills, and
expertise to change the way an organisation runs day to day. People with this combination of
capabilities are scarce. We observe that this top talent is created mainly through two routes:
leaders cultivated from the shop floor up and executives with higher education who developed
knowledge, skills, and expertise through varied early-career roles.

Operationally intensive firms outside London have limited access to the second pool of top
talent. High-paying roles account for 40.8 percent of jobs in London, versus a national average
of 23.2 percent, and their numbers are growing more than two and a half times faster in London
than in the rest of the country. This concentration attracts a large share of the nation’s high-
performing graduates—the top talent of tomorrow—because of the real and perceived benefit to
their careers. By their late 20s and early 30s, people are often part of a dual-high-earner
household, each with high-value jobs. In many cases, only London can offer both partners a
high-value job in the same place. Professional identity then makes a trailing partner? reluctant to
move out of the London economic area even where household economics favour it. As a result,
the couple stays and remains accessible only to businesses there.

Ever more of this type of talent is absorbed into London, while the regions are unable to attract
enough of the kind of leaders they need to grow their business, compete globally, and generate
wealth locally. Even a modest rebalancing could have a significant impact on British regions’
prosperity while having minimal negative effect on the prosperity of London. But instead, firms
outside London can get stuck in a self-perpetuating loop: Unable to recruit top talent, they do
not experience the benefit and so struggle to justify the business case to invest in it. This is seen

1OECD Productivity Database, "GDP per hour worked: US dollars per hour, PPP converted, current prices," 2025 data, accessed

October 2026. The ONS’s September 2026 component approach to hours worked raises measured UK productivity growth since

2008; it narrows but does not close the level gap with Germany and the United States. The within-UK comparisons in this article do

not depend on how UK hours are counted.

2A person who relocates to a new city or country because their life partner or spouse accepts a job transfer or new job in a different
location.
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in a decline in operational pay. The median production manager sat at the 86th percentile of UK
earners in 1970; today the equivalent role sits at the 67th.

Germany and the United States are less exposed on both counts. Their high-value economic
activity is distributed; Berlin accounts for 5 percent of German GDP, versus London’s 23
percent. And operational leadership carries higher pay and status, with premiums over median
earnings of roughly 65 percent in Germany and 100 percent in the United States, versus 15 to
25 percent in the United Kingdom, once adjusted for measurement inconsistencies.

London is a high-performing economic region. It competes in industries across the world stage
and generates tax revenue that funds public services across the whole country. The answer is
not to restrict London’s growth but to lift other areas up so they too can more easily compete on
the world stage and return wealth to those regions. McKinsey Global Institute’s Power of One
research shows that national productivity growth comes from a small number of standout firms
whose leaders make bold strategic moves through strong management practices which allow
them to execute at scale. The United Kingdom needs such leaders to implement the
management practices in businesses that would unlock growth across the whole nation.®

We believe that to increase the regions’ access to top talent while maintaining London’s
prosperity, businesses and policymakers would have significant impact by pursuing five
approaches:

1. Revalue operational leadership toward US and German pay premiums.
2. Build prestigious graduate pathways into operations.

3. Formalise the route from shop floor to the top so that future leaders gain broad experience
early in their careers.

4. Hire for critical leadership mass, rather than individual stars.

5. Stimulate economic activity across the country so that high-value roles are not almost
exclusively limited to London.

The implication of the talent trap described in this article is uncomfortable. London’s success is
a vital part of the national economy and contributes hugely, and this should be celebrated. But
this has unforeseen consequences. As London absorbs a large share of the nation’s highest-
potential graduates, operationally intensive businesses outside of the London economic area
have limited access to this talent pool. These businesses then struggle to reach a critical mass
of leaders with the ability to install management systems that will spur productivity, compete
more effectively on the world stage, and thus return more wealth to those regions.

34The power of one: How standout firms grow national productivity,” McKinsey Global Institute, May 6, 2025.
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The United Kingdom’s productivity problem is, in part, a management
problem

The United Kingdom'’s productivity gap is a well-documented and persistent challenge. The
most recent OECD data shows the country generates $86 of GDP per hour worked, a figure
materially below that of Germany ($103) and the United States ($105).* This gap has significant
consequences, notably reducing the fiscal headroom available to governments to implement
policy and acting as a persistent drag on living standards. Recent adjustments by the Office for
National Statistics (ONS) to the measurement of UK hours worked have improved the United
Kingdom’s position in the G7 productivity growth table, but the fundamental gap in output per
hour with Germany and the United States still stands.

Our previous piece demonstrated a connection between GDP per hour worked and the adoption
of management systems—the mechanisms by which organisations allocate resources, track
performance, and drive corrective intervention. That connection is supported both by
McKinsey’s recent survey research and by the World Management Survey, which draws on data
from nearly 18,000 organisation manufacturing managers in 38 countries and finds that a one-
point improvement in management score on its five-point scale is associated with the same
output gain as a 40 percent expansion of the labour force or a 60 percent increase in capital.®

Importantly, our research showed that the United Kingdom implements these management
systems less than comparable economies, with a direct bearing on national productivity. Good
management systems are not a secret; they are well documented in publicly available literature
and deployed by thousands of leading companies worldwide. Something, therefore, is
preventing UK businesses from implementing them at scale.

The stakes are higher than the arithmetic of average firms suggests. The McKinsey Global
Institute’s Power of One study of 8,300 large companies in Germany, the United Kingdom, and
the United States found that fewer than 100 standouts generated two-thirds of the productivity
growth in its sample between 2011 and 2019, and that they did so through bold strategic moves
executed at scale. Most were not start-ups or superstars but large incumbents that improved
year after year. Productivity growth in the UK sample was close to zero, against 2.1 percent a
year in the United States.®

Operationally intensive firms need management systems most and are concentrated
outside London

Operationally intensive businesses are those whose competitive advantage depends heavily on
operational performance—through lower costs, greater agility, or more effective use of assets.
The defining characteristic is cost structure, not sector. A pharmaceutical company
manufacturing generic drugs at a low price point is operationally intensive; one focused on drug
discovery, for which manufacturing is simply a route to market, is not. Volume manufacturing,

“OECD Productivity Database, “GDP per hour worked: US dollars per hour, PPP converted, current prices,” 2025 data, accessed
October 2026.

SWorld Management Survey; Nicholas Bloom et al., Management matters in an era of disruption, London School of
Economics/Cornell, POID Briefing Papers, June 13, 2024.

5The power of one: How standout firms grow national productivity,” McKinsey Global Institute, May 6, 2025. The sample covers
about 8,300 large firms in four sectors (retail, automotive and aerospace, travel and logistics, and computers and electronics) in
Germany, the United Kingdom, and the United States over 2011-19. Standouts are firms that added at least one basis point to
their national sample’s productivity growth. Sample productivity growth was 2.1 percent a year in the United States, 0.2 percent in
Germany, and close to zero in the United Kingdom. The report does not analyse geography within countries; the connection to
London is ours.
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food and drink production, and logistics are typical examples, and they are more prevalent
outside London. These are the businesses that stand to gain most from the management
systems we know drive productivity.

In firms where operations account for a large share of the cost base, marginal improvements in
how work is planned, executed, and measured are competitively decisive. Our analysis shows
that there is a “regional talent trap” that is preventing these operationally intensive businesses
from tapping into the talent needed to implement strong management systems, which in turn
will allow them to become more productive, better compete on the world stage, and return
wealth to the region of the United Kingdom they operate in.

Two types of leaders can transform an organisation’s operations

Modern management systems are both complex and specific to the organisation in which they
are implemented. They require leaders who combine intellectual capability and drive with the
knowledge, skills, and expertise of modern operational management. These individuals come
from all walks of life, all career backgrounds, and every region of the country. Early in their
career, they go through many roles that allow them to build the knowledge, skills, and expertise
required to lead modern operational business.

In our experience, organisations acquire such leaders through one of two main routes: by
cultivating leaders from the shop floor up and by recruiting executives with higher education
who have developed knowledge, skills, and expertise through varied early-career roles.

In cultivation from the shop floor up, an individual joins an organisation early (for example
through a technical apprenticeship) and builds deep operational knowledge, skills, and expertise
needed to lead through successive roles—either by promotion within the same business or by
changing employers within the same industry. In operational businesses around the world, we
consistently see that this route can generate very strong leaders able to drive real change in
businesses and industries.

In the graduate-professional route, individuals typically hold a degree, often in a subject related
to their later work. They then accumulate knowledge, skills, and expertise through multiple
employment experiences during their 20s and 30s, sometimes accelerated by a formal graduate
scheme, often moving rapidly through roles within the same organisation or in different ones.

The routes differ in their starting point, but the way this top talent is made is fundamentally the
same: People with intellect and drive build capability through experience across a variety of
roles. These are the people we see able to transform large parts of operational organisations by
implementing management systems which then improve their organisation’s productivity and
therefore global competitiveness. Both routes are valuable and produce world-class leaders. In
contrast, where organisations fail to cultivate this critical mass of talent, even capable leaders
are reduced to caretaking—holding the status quo rather than transforming it.
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The leadership critical mass needed to change an organisation

Operationally intensive businesses are typically organised into operational units. As an example,
they might have 500 people working within each unit. The structure varies—a manufacturing
site, a cluster of retail stores, a distribution centre, a single call centre—but the scale is similar.
To transform the productivity of one of these units for the long term requires implementing a
management system and making it stick, usually in the face of an organisation’s natural inertia.
Effective management systems are not secret; they have been well documented over the last
50-plus years. Despite this, businesses struggle to implement these approaches within their
increasingly complex operational environments.

Critical mass in operational leadership: A tale of two sites

A UK manufacturing facility needed to improve its performance. The corporate parent recognised this
and decided to bring in an experienced site leader from North America, relocating them at significant
expense. But this changed only one individual, who could not single-handedly transform the site’s
operations. Two years later, the new executive was moved on, and the site’s performance had not
improved.

By contrast, a North American manufacturing facility of 2,500 people faced a similar need to
dramatically improve performance. Here the corporate parent took a holistic approach to its
leadership changes. It brought in a new site manager from Germany, a design engineering leader
from outside the business, and an industrial engineering leader from another North American site,
among several other senior hires. This new, eight-person leadership team provided the critical mass
needed to drive change in the site. The collective capability allowed the site to implement real
improvements to its management systems—planning systems, material-handling processes, and
training procedures—which steadily improved productivity.

The contrast is instructive: Dropping a single strong leader into an unchanged team could not shift
the UK site, while a coordinated group large enough to reach critical mass transformed the North
American one.

Implementing a management system is a collective act, requiring a critical mass of highly
capable leadership. Putting one excellent leader into a business without a similarly capable team
is unlikely to significantly improve how the organisation operates (see sidebar, “Critical mass in
operational leadership: A tale of two sites”). This insight from our experience in organisations
around the world appears consistent with a broad body of evidence from the social sciences.
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Fifty years of empirical research on organisational and community change has consistently
found that a committed minority can shift group norms, but only once it reaches a threshold
estimated at roughly 25 percent—a figure corroborated by more recent experimental work,
including research published in Science in 2018."

Regional businesses have not implemented management systems as well as London-
based industries

A striking pattern in our own survey data suggests a disparity in management system
implementation between London-centric industries and others. In McKinsey’s 2025 Operational
Excellence Survey, organisations in London-centric industries—such as financial services and
technology—reported a score of 5.90 out of 7 on management system adoption, putting them at
the 58th percentile; those in non-London-centric industries—such as manufacturing and natural
gas—scored 5.09, placing them at the 19th percentile (Exhibit 1). Put plainly, against the German,
US, and overall UK respondents, London-centric industries in the UK score better than more
than half of all respondents, while non-London-centric industries score worse than most. The
sample sizes are small, the scores are self-reported assessments, and the split is also by
industry rather than location, so we infer the London link from where those industries
concentrate.

While granular empirical evidence is relatively sparse, these findings are consistent with, for
example, the Office for National Statistics regional data on UK management practice scores.
This indicates that firms in the same sectors but located in the South East, London, and
Scotland are much more likely to have structured management practices than those in, for
example, Yorkshire and the Humber, the North West, or West Midlands.?

These differences in the adoption of management systems between UK industries are echoed in
the productivity and global competitiveness differences between London and non-London
sectors. London is a top global financial centre,® for example, with UK financial services
contributing more than £200 billion to the economy in 2025.” In contrast, UK manufacturing
slipped from 11th to 15th in the UN Industrial Development Organization’s Competitive Industrial
Performance Index during the first two decades of the 2000s." ONS data shows Germany to be
approximately 16 percent more productive per hour worked in manufacturing, with UK output
per hour roughly 10 percent below the G7 average.”

The Power of One study, cited earlier, asks which talent strategies “can nurture ... managerial
leaders who can make bold strategic moves”—the kinds of leaders who create standout firms.
Our answer is that the United Kingdom already has such leaders, but the regional talent trap
keeps them away from the operationally intensive businesses in the regions that could become
the next standouts.

7 Damon Centola et al., “Experimental evidence for tipping points in social convention,” Science, June 8, 2018, Volume 360,
Number 6393, science.org/doi/10.1126/science.aas8827.

8 “Distribution of management practices scores by region and industry,” Office for National Statistics, March 9, 2023.

9 Mike Wardle and Michael Mainelli, The global financial centres index 39, Long Finance and Financial Centre Futures, March 2026.

10Saywah Mahmood et al., Financial services in the UK, UK Parliament House of Commons Library, August 18, 2026.

1 “Industrial performance—international comparison 2025,” in UK innovation report 2025: Benchmarking the UK’s innovation
performance in a global context, Cambridge Industrial Innovation Policy at the Institute for Manufacturing, University of Cambridge,
March 2025.

2 Mind the gap: Closing the productivity divide in the UK’s manufacturing sector, Barclays and The Manufacturer, November 2025.
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Exhibit 1

London-centric industries report having implemented management
systems more thoroughly than non-London-centric ones.

Distribution of operational management practices scores' among pooled UK, US, and German
respondents,? standardized score (1-7)

39 percentile-point drop

from 58th to 19th percentile

Non-London-centric® UK average* London-centric®
417 5.09 5.55 5.90 6.67
5th percentile® 19th percentile 38th percentile 58th percentile 95th percentile
More
A
{
@
Respondents L
Fewer : : :
4.0 4.5 5.0 5.5 6.0 6.5 7.0

Operational management practices score’

'Describes the self-reported maturity of the operational management practices in place at the respondent’s organization—the mechanisms by which
organizations allocate resources, track performance, and drive corrective intervention. 2Smoothed distribution of the scores of all 276 pooled respondents (US =
188, Germany = 63; UK = 25). Only UK averages are shown. Scores are standardized (1-7); “Don’t know” responses are excluded. ®Industries: manufacturing,
medical products, and natural gas; n = 11. “All UK respondents (n = 25), including industries retail and travel and logistics. ®Industries: financial services,
technology, technology services, and pharmaceuticals; n = 10. ®Percentile is the share of pooled respondents with a score at or below the value shown. Because
the distribution is left-skewed and bounded at 7, an average need not sit at the 50th percentile. The 5th—95th percentile range, 4.17-6.67, holds the central
90% of respondents; the axis runs to its rounded outer bounds, 4 and 7.

Source: McKinsey Operational Excellence Survey, Oct 7-Nov 10, 2025 (n = 1,000 managers and executives worldwide at companies with at least $500 million

in revenue and 100 employees)
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The regional talent trap

Our analysis shows that the structure of the UK economy is incentivizing its graduate talent
(which originates from the whole nation) to gravitate to and then remain in London and the
surrounding economic area. For organisations outside London, this removes one of the two
routes to generate top talent, making it harder to form the critical mass of leadership needed to
implement the management systems they need to become more productive, compete better
on the world stage, and provide these regions with better-paying jobs.
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Dissecting the regional talent trap
The regional talent trap can be broken down into five interrelated parts:

High-value roles in the United Kingdom are heavily concentrated in London. High-value roles,
defined by the Economics Observatory as highly skilled, well-paid roles, are concentrated in
London and the South East.” ONS data shows that 40.8 percent of jobs in London are high-paying
—nearly double the national average of 23.2 percent.” And the gap is widening. Institute for Fiscal
Studies analysis shows that employment in high-paying occupations grew 240 percent in Inner
London between 1993 and 2022, versus 95 percent across the country as a whole.®

High-value roles are a magnet for high-performing graduates. The concentration of these roles
in London and the South East exerts a strong pull on academic high performers at the point of
graduation. At the start of a career, it is a rare individual in this group who can transform a business,
but some can later become the top talent described earlier who can. Research by the Centre for
Cities found that 22 percent of all graduates who moved to a new city after university chose
London, and the likelihood of choosing London increased along with the prestige of the graduate’s
university (Exhibit 2). Thirty-eight percent of graduates with a first-class or upper second-class
degree from a Russell Group university who moved within six months of graduation chose London,
alongside 52 percent of equivalent Oxbridge (Oxford or Cambridge) graduates.®

This is not a claim that selective universities make better leaders; it is a description of the natural
graduate flow. Once graduates are in London, job concentration enables them to jump to different
roles to develop professional experience early in their career with little personal disruption.
Someone in London can have six different roles in the first decade of their career without having
to move or undergo any geographic relocation. Outside London, this is much rarer, as fewer areas
offer that density of transfer opportunities in a similar sector.

Assortative mating creates ‘power couples’ where both are in high-value roles. People build
friendship groups and professional networks with others who have similar jobs, earning power,
and educational backgrounds. Also, they often find long-term romantic partners within those
same groups.” As a result, many high-performing graduates (regardless of sexual orientation or
gender) partner with other high-performing graduates, becoming a “power couple,” a term coined
by American sociologists, and both of them work in London in high-value roles during the early
years of their careers.

The United Kingdom’s economic structure makes it hard for such a couple to maintain their
careers outside London and its surroundings. Once someone in this group has a similar partner,
the two of them become “trapped” in the London economic zone. It is well documented that
professional power couples gravitate to metropolitan areas economically large enough to support
two high-value jobs.”®

8Andy Westwood and Michael Kenny, “How is regional inequality affecting the UK’s economic performance?,” Economics
Observatory, January 23,2024,

"Lowand high pay in the UK: 2025,” Office for National Statistics, October 23, 2025.

®Xiaowei Xu, “Increasing concentration of high-skilled jobs in London means graduates elsewhere cannot fully capitalise on
their education,” Institute for Fiscal Studies, November 13, 2023.

®Paul Swinney and Maire Williams, The great British brain drain: Where graduates move and why, Centre for Cities, November 21,
2016.

" Christine R. Schwartz, “Trends and variation in assortative mating: Causes and consequences,” Annual Review of Sociology,
July 2013, Volume 39.

®Dora L. Costaand Matthew E. Kahn, “Power couples: Changes in the locational choice of the college educated, 1940-1990,”
Quarterly Journal of Economics, November 2000, Volume 115, Number 4.
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Exhibit 2

Around 20 percent of UK graduates who moved to a new city after university
chose London, with greater likelihood the more prestigious the university.

Distribution of UK graduates who worked in a different city after graduation to where they studied,' %

H London B Manchester Birmingham B Leeds M Bristol W Edinburgh All other locations

1

1

All graduates

Russell Group graduates
with a first or upper
second class degree

52

2|I‘ 42

111
Note: Figures may not sum to 100%, because of rounding.
'Graduates of UK universities in the 2013/14 and 2014/15 academic years who were working in a different city from the one they studied in six months after
graduation.
Source: Centre for Cities, The Great British Brain Drain, Nov 2016; Higher Education Statistics Agency, Destinations of Leavers from Higher Education survey,
2013/14 and 2014/15

Oxbridge graduates
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Many may want to live outside London but are unwilling to move due to the perceived career
impact. Ipsos polling from July 2026 captures this precisely: Asked whether they would rather
live in London or Manchester, Britons more often selected Manchester (26 percent, versus 21
percent for London), due to cost of living, friendliness, and community. However, London
decisively wins on job opportunities and as the place where “more successful people” live and
work.®

For this group, a career is more than a source of income. Professional identity is formed in
one’s 20s and 30s. For some, a career is not just what they do but who they are.*® Someone
working at a prestigious law firm does not view themselves as “someone who works at a law
firm”; they are “a lawyer.” If they choose to leave London as a trailing partner, they are unlikely to
find a high-value role in the same location as their partner and so would have to stop, pause, or
move backward in their career. The effect on their sense of self can outweigh a net improvement
in living standards for the couple. Put simply, a couple may have a better standard of living
outside of London (the reduction in cost of living may be more than offsetting the reduction in
income of the trailing partner), yet they still would choose not to move, due to the psychological
impact of slowing their career.

19 “Public divided on Andy Burnham plans to split time between London and Manchester,” Ipsos, July 15, 2026.
20 Juliana Menasce Horowitz and Kim Parker, “How Americans view their jobs,” Pew Research Center, March 30, 2023.
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A significant part of the nation’s graduate top talent, therefore, choose not to leave London, even if
they might have a better standard of living elsewhere. Large numbers of people move out of
London in the 25-t0-35 age bracket, but most move to adjacent regions and are still economically
active within London itself (referred to in this article as the London economic area). The pull of
London and its stickiness act as a brake on the mobility of talent into other parts of the country.
Thatin turn could prevent operationally intensive firms from accessing the talent they need to
implement effective management systems and increase their productivity.

Firms outside of London can face a talent challenge

Industries outside of London feel this impact and often struggle to recruit top talent that can
transform their business’s productivity. Half of manufacturers say they cannot source the talent
their business needs locally, for example, and 97.5 percent say hiring and retaining skilled people
poses a significant challenge to their business.” Note that although this talent issue affects many
different sectors outside London, manufacturing has some of the cleanest data on the issue. The
risk is clear: Organisations outside London then do not see the benefits of productivity
improvements and therefore do not see the investment case to acquire top talent at higher levels
of remuneration. This perpetuates lower adoption of the management practices, which
undermines their ability to compete on the world stage.

The pay and status of operational roles have fallen in relative terms over the last 50 years. In 1970,
for example, the median production manager earned enough to sit at the 86th percentile of the
national income distribution—a salary equivalent to around £68,000 a year in 2026. Today the
median production manager has slipped to the 67th percentile, with an annual income of around
£48,000.

The change is even starker at the top of the profession. In 1970, the best-paid 20 percent of
production managers sat roughly at the 98th percentile of all earners, a position equivalent to
about £133,000 a year in 2026. Today, the equivalent top-earning production managers sit at the
89th percentile, with an annual income of around £74,000. The equivalent pay commanded by the
top of the profession has fallen by almost half.””

A decline of this kind is both a symptom and a cause of falling status. When a career’s pay ceiling
drops away from the top of society’s income scale, the role loses its pull on people choosing a
career, making it harder (but not impossible) for those roles to attract the ambitious future leaders
who could drive the industry forward. Unlike in 1970, few people who command the highest
salaries in the United Kingdom are in operational leadership roles.

2 Now hiring: Understanding and tackling the skills shortage in UK manufacturing, Barclays and The Manufacturer, 2024.
22 Office for National Statistics (ONS), “Average salary data from January 1970 to August 2022,” September 16, 2022.

Historical occupational earnings: ONS New Earnings Survey (NES) Median Occupational Data, 1970 to 1996, Table 30, April
1970—gross weekly earnings by occupation, full-time men (aged 21and over), Works manager, production manager: median
£40.1per week, highest decile £62.7 per week, April 13,2016.

Current earnings distribution: ONS Annual Survey of Hours and Earnings, “Employee earnings in the UK: 2025,” full-time
employees, annual pay; 90th to 99th percentiles for gross weekly earnings of full-time employees in the United Kingdom, 2025.

Current production manager pay: “Production manager salaries in UK manufacturing: 2026 benchmarks by region and sector,”
role-specific placement data (median = £48,000, top decile = £75,000, top decile being the median of the best-paid 20 percent),
Aspion, May 21,2026, accessed September 2026. Compared against 2025 data.

Inflation adjustment: ONS Retail Prices Index (RPI) All ltems: Percentage change over 12 months: Jan 1987 =100, cumulative
multiplier of x22.3 from 1970 to 2025.
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Some firms break this pattern by offering prestigious formal operational leadership programs that
capture talent at the point of graduation. However, these seem largely restricted to foreign-owned
multinationals and a small number of global UK firms. This appears consistent with the World
Management Survey finding that US-owned firms in the United Kingdom tend to import stronger
operational management practices.

Within the United Kingdom, it seems that the London-centric industries are better at developing
formal graduate schemes. Our informal review of UK leadership graduate schemes shows a
ratio of approximately six to one in favour of London-centric industries over non-London-centric
operational ones.

Why conditions in Germany and the United States seem more
favourable

The structural forces described here appear less pronounced in Germany and the United
States, the comparison economies we are using in this series. This is significantly influenced

by differences in the geographic concentration of economic activity and by the relative pay and
status of operational roles.

German and US economies are less concentrated

In Germany, economic activity is less geographically concentrated than in the United Kingdom.
Berlin, the largest city, contributes only b percent of the country’s GDP,* compared with London’s
23 percent share.* With a distributed industrial base and thousands of hidden champion small
and medium-size enterprises distributed across the country,” a highly educated couple in
Germany have more options to build dual careers outside the capital city. Although Germany’s
industrial economy has challenges of its own today, the distribution of its talent is not one of them
—and the productivity gap between the United Kingdom and Germany remains significant.

The United States has a genuine multi-hub economy. A dual-career household can build two high-
value careers not only in the coastal centres of Boston, New York, San Francisco, and
Washington, DC, but also in Atlanta, Austin, Chicago, Denver, Houston, Seattle, and beyond.
Furthermore, the interior metros such as Columbus, Nashville, and St. Louis have all grown their
shares of graduates and knowledge workers in recent years. Collectively, US cities offer

ambitious graduates a range of viable options that the United Kingdom cannot match.”

Operational roles have higher status and pay

Operational roles in Germany and the United States often command higher pay and social status. In
healthcare, for example, a UK healthcare general manager earns approximately £568,000,”” while a
medical and health services manager in the United States earns a median $117,960

(£87,000).” Pay is an imperfect proxy for status, but the gap is consistent with operational roles
retaining a standing abroad that they have lost in the United Kingdom.

2 Berlin GDP was €218.3 billion in 2025. “Wirtschaftsleistung wachst weiter” [Economic output continues to grow], Amt fr
Statistik Berlin-Brandenburg press release, March 30, 2026.
2 Office for National Statistics, “Regional economic activity by gross domestic product, UK: 1998 to 2023,” Table 1, April 17, 2025.
In 2023, GDP for London was £617.9 billion, for South East was £416.4 billion, and for UK total was £2,720 billion.
% Tilman Altenburg, “Germany’s manufacturing industry success—lessons for industrial policymakers,” How they did it: Getting
granular in solving policy issues, African Development Bank, 2019, Volume 3, Number 19.
% Mark Muro and Yang You, “Superstars, rising stars, and the rest: Pandemic trends and shifts in the geography of tech,”
Brookings Metro, March 8, 2022.
2 “Pay scales for 2025/26,” NHS Employers, May 22, 2025.
284Medical and health services managers,” in Occupational Outlook Handbook, US Bureau of Labor Statistics, May 2024 data,
accessed October 2026.
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Production managers are paid a premium—the extra pay versus national median that arole
commands for its responsibility and the scarcity of the skills needed to do it.”® Germany pays a
premium of 65 percent, the United States 100 percent,* and according to official statistics, the
United Kingdom pays 50 percent. But the UK figure is inflated: The ONS category includes highly
paid engineers and managing directors and other senior leaders whom the American and German
statistics classify elsewhere. When we adjust the UK premium using advertised salaries for
production managers, it falls to between 15 and 25 percent—Iless than half of Germany’s premium
and a quarter of the US premium.*

The entry requirements for a production manager position tell a similar story. The ONS says of the
UKrole that “there are no pre-set entry standards” and that entry is possible “with either a degree
or equivalent qualification, and/or relevant experience.” The US Bureau of Labor Statistics lists

a bachelor’s degree and five or more years of related experience as the typical route in. Germany
classifies the role at its highest skill level, which normally means a university degree, usually

in engineering. Britain treats as an occupation what the United States and Germany treat as a
profession.*

In Germany this premium may reflect the high cultural status of operations management and
engineering.® Germany’s leading engineering universities—TU Munich (TUM) and RWTH Aachen
among them—have institutionalised relationships with the country’s most prestigious industrial
employers. TUM’s formal Partners of Excellence include BMW, Bosch, Siemens, and Volkswagen,
and RWTH Aachen alumni consistently fill some of Germany’s most senior DAX executive
positions.*

A similar dynamic exists in the United States, where Boeing and the GE companies rank among
the top dozen employers of Georgia Tech mechanical engineers. Caterpillar and John Deere
recruit there, too.*®

29F’ay premiums are the median gross pay of production managers divided by the median gross pay of all full-time employees,
each taken from the same national source and reference period. The three national surveys differ in design and are not
strictly comparable.

30Gtatistics for Germany: Bundesagentur fir Arbeit, Entgeltatlas [Salary atlas], “Betriebsleiter/in—technisch” [Technical operations
manager], KIdB 27394 “Flihrungskrafte—Technische Produktionsplanung und -steuerung” [Managers—technical production
planning and control], data as of December 31, 2025 (median gross monthly pay of full-time employees: €6,962); Bundesagentur
flr Arbeit, Beschéftigungsstatistik: Entgelte, and Presseinfo Nr. 27, July 20, 2026: December 31, 2025 (median gross monthly
pay of all full-time employees: €4,217). Role definition from “Klassifikation der Berufe, Ausgabe 2010—Uberarbeitete Fassung
2020, Statistische Amter. Pay above the social-insurance contribution ceiling (€8,050 per month in 2025) is censored, which
understates the German median slightly.

31 UK’s official statistics: Office for National Statistics, Employee earnings in the UK: 2025, “Annual Survey of Hours and Earnings,
provisional,” October 2025, Table 14.7a, Occupation by four-digit SOC 2020 (for code 1121, “Production managers and directors
in manufacturing,” median gross annual pay for full-time employees was £58,640) and Table 1.7a, All full-time employees
(£39,039).

Why UK official figure is an upper bound: ONS, SOC 2020, Volume 2, The coding index lists “managing director (engineering)”
and “director of manufacturing” among the titles coded to 1121. The United States codes chief executives and managing directors
to SOC 11-1011, not 11-3051. “2018 Standard occupational classification system,” Bureau of Labor Statistics; O*NET Online,
“Industrial production managers 11-3051.00” (reported job titles). Germany codes Geschaftsfuhrer/innen [managing directors]
to KIdB 71104, not 27394. Bundesagentur fur Arbeit, Klassifikation der Berufe Ausgabe 2010—(berarbeitete Fassung 2020
[Classification of occupations 2010 edition—2020 revised version].

UK adjusted statistics are based on median advertised salaries for the title “production manager,” which exclude director-level
roles, from three UK recruitment sources, accessed September 2026. “Production manager salary in United Kingdom,” Indeed
(median of £44,960); “Production manager salaries in the United Kingdom,” Glassdoor (£45,041); Salary guide 2025, Aspion
(£48,000). Each median divided by the ONS full-time median of £39,039 gives 15,15, and 23 percent, respectively. Advertised
salaries are indicative only.

%2 0ffice for National Statistics, “4121 Production managers and directors in manufacturing,” in Standard occupational
classification 2020, Volume 1, Structure and description of unit groups, October 16, 2024; US Bureau of Labor Statistics,

“Industrial production managers,” Occupational outlook handbook; KIdB 27394 Anforderungsniveau 4.

B Tuba, “Study engineering in Germany—108 universities and 309 English courses in engineering,” Expatrio, March 5, 2026.

34 «Faktencheck Vorstandsstrukturen” [Fact check: Executive board structures], Horvath, May 2022; “Institutional donors—TUM
Partners of Excellence,” TUM University Foundation, accessed October 2026.

% “Whatis ME?,” George W. Woodruff School of Mechanical Engineering at Georgia Tech, accessed October 2026 (full-time hiring
data, 2015-18).
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In the United Kingdom, by contrast, perceptions of operational roles lag those of other sectors. A Nestlé
study of 2,000 young people found that just 4 percent would consider a career in manufacturing.®

Graduate schemes develop and attract potential future top talent at the point of graduation

Both countries also have more established graduate pathways into operational leadership and treat
these pathways as a credible route to the very top. In Germany, the chief executives of all three major
carmakers started on their companies’ graduate programs. Oliver Blume joined Audi’s trainee program in
1994 and has led Volkswagen Group since 2022.* Ola Kéllenius joined Daimler-Benz as a trainee in 1993
and has led Mercedes-Benz Group since 2019.% Oliver Zipse joined BMW as a trainee in 1991 and led the
company from 2019 until May 2026, when he handed over to Milan Nedeljkovié¢, who joined BMW as a
trainee in 1993.*

In the United States, Procter & Gamble hires at entry level and builds from within. The company reports
that more than 99 percent of its senior leaders began their careers there. David Taylor, who served

as the chairman, president, and CEO from 2015 to 2021, joined in 1980 as a production manager.*® GE
Aerospace’s two-year leadership programs follow the same logic: more than 25 percent of its top leaders
began their careers on one.*”

What company leaders and policymakers could do

London is a high-performing economic region. Its industries compete across the world stage and
generate tax revenue that funds public services across the whole country. London and the South East
(broadly, the London economic area) are the only two regions that pay more into the Treasury than they
receive in public spending.” The answer is not to restrict London’s economic activity but to lift other
areas up so they too can better compete on the world stage and return wealth to those regions.
Reversing the structural forces described in this article would entail deliberate actions by company
leaders and policymakers.

Company leaders
— Revalue operational leadership. Raise the pay, profile, and prestige of operational leadership roles
to shift their perceived status. A premium comparable to the 65 percent seen in Germany or the 100
percent in the United States could begin to change the career calculus for high-potential graduates.

— Build prestigious graduate pathways. Foster more industrial graduate programs—structured,
high-status routes into operational leadership that are explicitly positioned as a pathway to senior
corporate leadership.

— Formalise the route from the shop floor to the top. Make technical apprenticeships and progression
from the front line into site and operations leadership an explicit pathway, so potential future leaders
can gain a wide variety of experience early in their career. This can maximise the ability of operational
businesses to generate top talent from within.

— Target critical leadership mass within organisations. Focus on building the collective operational
capability of leadership teams, not just on individual hires, to create the conditions and momentum for
management systems to take root.

*«Britain’s £518 billion manufacturing sector invisible to TikTok generation,” Nestlé press release, February 26, 2026.

I7«Executive Bodies: Oliver Blume, Chairman of the Board of Management of Volkswagen AG,” Volkswagen Group, accessed October 2026.

3840la Kallenius: CEO since 2019,” Mercedes-Benz Group, accessed October 2026.

39 “Supervisory Board defines succession: Milan Nedeljkovi¢ appointed new chairman of the board of management of BMW AG,” BMW
Group PressClub, December 9, 2025.

*%“David S. Taylor appointed P&G president and chief executive officer,” Procter & Gamble, July 28, 2015; “David S. Taylor,” executive
biography, Procter & Gamble.

““Global development programs,” GE Aerospace, accessed October 2026.

“2 Office for National Statistics, “Country and regional public sector finances, UK: financial year ending 2023,” June 7, 2024. London and the
South East were the only UK countries or regions with a net fiscal surplus in the financial year ending 2023; both have been in surplus in 19 of
the past 20 years.

The UK’s regional talent trap and how it restricts regional growth: UK Productivity Series, part 2 14



Find more content like this on the

McKinsey Insights App

Scan * Download * Personalize

& G

Policymakers

Stimulate high-value economic activity. Growing high-value jobs in regional cities through
sustained investment in those cities and their transport could increase the effective density of
roles to encourage the top-talent couples to pursue careers away from London. The mechanism
described in this article would indicate that the lack of implementation of strong management
systems is caused by regional businesses’ restricted access to national talent, which is in turn
caused by the regional talent trap. Therefore, improving UK productivity will depend on not just
creating high-value jobs outside London but also ensuring that the talent needed to embed
these systems is distributed more evenly across the economy.

To get access to this talent, regions outside London need to offer top jobs and attract top talent

to fill them. Just moving the job will not fix the problem. These leaders are created over decades,

building knowledge, skills, and expertise by working in a wide variety of roles within a specific
industry. Transforming regions into attractive talent hubs will mean reversing a talent trap trend
that has developed over 50 years and has been reinforced by economic, psychological, and
social factors.

The implication is an uncomfortable one. London and the South East are remarkable economic
assets, competing on the world stage and contributing hugely to the UK'’s prosperity. But if
leaders with the drive and capability to transform British industry come from two main routes—
the shop floor and the graduate route—then one region is absorbing a very large share of the
second group. Every year, graduates who are the possible leaders of tomorrow head to the
capital and its surroundings. Then, for social and economic reasons, many never leave.

Rebalancing this even slightly would give more operationally intensive businesses of the Midlands,

the North, South West, East, Wales, Scotland, and Northern Ireland the opportunity to reach the

critical mass of leaders they need to install the management systems that would make them more

productive, more globally competitive, and more profitable. If just some of the talent London
attracts could be deployed to lead businesses elsewhere, the overall effect on the country could
be significant—to the postcodes in which these businesses operate and to the United Kingdom
as a whole.

Laurence McHauser is a partner in McKinsey’s London office, where Tera Allas is a senior adviser.
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