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The exam questions...

1. Why does productivity matter?
2. What's been happening to

productivity in Cumbria? (especially
since 2017 the last data used for the Local
Industrial Strategy evidence base)

3. What explains our relative
productivity performance?

4. What can we do about it? - for
discussion
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Why does our productivity performance matter?

Three reasons it does matter for Cumbria: However, factors to consider:

1. Higher productivity usually means firms/the - Productivity is not the “be all and end
economy can afford to pay higher wages all”, it needs to be balanced against wider
(important to attract and retain people and societal goals (inclusion, physical and
address housing affordability etc) mental health, and environmental

2. Cumbria has a tight, limited and falling labour sustainability)
pool — improving productivity makes sense - The fruits of higher productivity do not
[working smarter, not harder] necessarily get shared round widely and

3. Higher productivity is important for firms benefit all current and future residents of
competing in national and international Cumbria

markets
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https://industrialstrategycouncil.org/productivity#:~:text=Productivity%20matters%20because%20it%20has,the%20competitiveness%20of%20the%20economy.

Summary points

Depending on the precise measure used the overall most
recent (2019) rates of productivity in Cumbria would,
overall, need to rise by some 20% to 24% below reach the
UK average.

Overall productivity levels in Cumbria have been in decline
relative to the UK for some time (which also has seen
stagnation since 2008). This was also true over the last two
years to 2019.

If overall GVA per job were in line with the UK average then
Cumbria's GVA would be some £2.8 bn or 24% higher. An
uplift to average overall productivity per job levels in line
with GB less London would increase it by around £1.8 bn.

The assessed contribution from Cumbria’s economic
structure is around 40% and the effect caused by
productivity increasing to benchmark averages within
sectors is around 60%. These are broadly in line with
previous findings.

A feature of Cumbria is the lower share and lower
productivity of private services sector (business facing)
including ICT, that elsewhere are contributors to higher
productivity.

10.

If the basic metals sector (where direct Sellafield was placed in 2019) is put
to one side then Cumbria’s manufacturing sector matches UK productivity
levels, but there are large variations sector to sector.

The broad factors that determine productivity are: physical capital
(equipment, infrastructure etc) human capital (skills), technology adoption,
management etc. However, the precise mix and measuring performance on
these is complex and will vary across areas, firms and sectors.

There is considerable evidence that, in the UK, the “long tail” of firms of less
productive firms tend to be explained by lesser diffusion of technology and
less good management. We do not have direct evidence that this is the case
in Cumbiria, but is likely to also be true.

Stronger productivity performance is linked to size (bigger is better) and
being external facing and focussed (eg ownership and exporting).

Within and across sectors in Cumbria the main (interlinked) factors that
explain below average productivity performance are:

Take-up of new technology opportunities — especially across the tail of less
productive and smaller firms

Levels of staff employed with higher level skills
Management capacity
Market orientation — extent and quality of competition and exporting.
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What’s been happening to
productivity?
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UK Context: a productivity puzzle

Overall UK productivity has been flatlining since
2008’ thiS is a phenomenon across most deve|oped Output per hour worked: actual vs trend (Index, 2007 = 100)

economies but starker in the UK

The UK’s productivity is below the G7 average and i

the two other largest economies in Europe (but
recent analysis has indicated per hour it is not as poor as
previously thought)

- Downward shift in
~  productivity due to

120 financial crisis

Productivity puzzle
due to slower
productivity growth

110

Productivity (GDP per hour), 2019* 100

USS (purchasing power parity)
a0 - *To reflect last pre-pandemic period
=== Qutput per hour

60 -

A0 - w0 (trend, growth
puzzle)

20 - [ 70 w— Qutput per hour

0 A - - - - (e S ST S e SR« SR« S e e S S e MIE Mo S+ worked (actual)

United  France Germany United ltaly  Canada  Japan & ,LQQQ qp& ,190& ,1906 ,]99% @"Q qp"q' qp"& qp\% fLQ"%
States Kingdom

w=ww Qutput per hour

90 (trend, both puzzles

Source:: Industrial Strategy Council analysis based on ONS Labour Productivity Time Series
(February 2020)

Source:: House of Commons Library, Productivity: Key Economic Indicators, Research Briefing
January, 2022
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https://commonslibrary.parliament.uk/research-briefings/sn02791/
Industrial Strategy Council analysis based on ONS Labour Productivity Time Series (February 2020

What’s been happening to productivity in Cumbria? #1

- As noted, UK productivity performance itself has been GVA per job, smoothed sx

poor since 2008 so that the UK’s productivity is now only
marginally higher than it was a decade ago*. % 509901

- Compared to the UK average, Cumbria has worsened 90 —

more or less steadily over the last 15 years whether 8 ﬂ
— T ——
80

measured per hour or per job, this is also true but less
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stark compared to the North West. 818
- Hence, internationally its position has dropped even TR R
further. fos s E s mmEE s e
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- The two years since 2017 (data used in the LIS evidence GVA per hour, smoothed
base) have seen this trend continue, although the 100
performance compared to the North West has not o 016
changed. LT
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Notes: * https://industrialstrategycouncil.org/productivity
**East Cumbria = Carlisle, Eden and South Lakeland; West Cumbria = Allerdale, Barrow and Copeland

e NOrth West — essssCumbria = ess=fast Cumbria — ess\\est Cumbria
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https://industrialstrategycouncil.org/productivity

What’s been happening to productivity in Cumbria? #2

GVA per hour worked, UK=100, smoothed

- The geography of productivity has changed in o
Cumbria over time: E
- Barrow has seen a strong upsurge in o
productivity since the early 2010s - linked to EE
the scaling up of BAE Systems work O N N % v s E N NN s s a
- Whereas Copeland (and to a lesser extent TosEEEE SRR RS AR
Allerdale) has seen productivity slipping back — ——Copeland  eevee cden = = = South Lakeland
linked to the change in economic performance o
of Sellafield over the period 120 Pmdll(fgc HIEY In 2019, D00, smoothec
- Other changes have been less dramatic Y e L 1
- These geographical changes give some 0 m
advance clues as to the factors behind overall . :
changes. 0 ;o |

v\ )
@’& & v*\
&0 M Per hour M Per job P
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What’s been happening to productivity in Cumbria? #3

Overall productivity levels (UK=100, smoothed)

- The current productivity gap (as of 2019 ie pre- 0 ~
pandemic) was: 2
- Perjobfilled: at £45,800 per year this 19% below the - 850, .
UK average (10% below the NW average)* 84 834 015
- Per hour worked: the £29.7 per hour was 17% below o III II :
the UK average (8% below the NW average). ZE I
- These gaps have worsened slightly since the work for  orth West - per Cambria -per hour North West -per Cambria - per of
the LIS evidence base was undertaken (based on then hour job
2017 provisional data). ®2015 ®2017 W2019
- However, the data used by the ONS for Cumbria Changes in hours and jobs, 2017-19
suggests some surprising shifts in jobs filled and hours 6.0% 5.1%
worked (which might reflect actual changes in shift to o
more part time work or the reliability of the 30% 1.9%
estimates). o II II B B
- This suggests that overall over time for Cumbria the o - o
estimate of GVA per hours worked is a more robust 2.0% mJobs W Hours W Hours per job
measure (and shows a most recent 17% gap on the UK) o s

* Note: based on FTE employee job (£55,600) the gap on Great Britain average in 2019 oK England North West Cumbriz

(£71,500) is around 22% (this does not take into account the role of the self employed however)
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Explaining productivity
performance
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What factors explain productivity performance?

There is an enormous body of work on the factors that explain - Itis easy to determine the broad

differences in productivity across countries, across firms and factors that determine productivity:
across regions... physical capital (equipment,
...there is no one definitive answer as to the precise mix of infrastructure etc) human capital
factors and their relative importance... (skills), technology adoption,

...indeed there is contested territory, depending on which management etc

academics you ask you will get different answers - However, the precise mix and
measuring performance on these is

complex and will vary across areas,
firms and sectors

For instance one strand talks about agglomeration economies
(larger economic areas tend to have higher productivity) and

place or regional disparities as key...
Also easier to identify where the

gaps and issues are, much harder to
determine effective solutions

...others focus more at the level of the firm
...in practice both are important

At the level of the business adoption of technology, innovation
and productivity is associated with size (lower generally but
not always in SMEs), ownership (tends to be higher in foreign
owned firms) and export focus
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Wider factors explaining productivity performance #1

Recent North West research concluded™: National research (Industrial Strategy Council):
+ “the primary reason for low productivity in the . Productivity is driven by a vast number of factors,
North West is the same as for the UK as a whole — ranging from the quality and quantity of different

chronic under-investment in key growth drivers
such as hard and soft infrastructure, R&D
activity, and human capital”’

- “Long-term scarring from the north west’s
industrial decline .....a key factor for why the

forms of capital, such as human (e.g. workers’
skills), physical (e.g. well-functioning transport
network) and intangible (e.g. efficient
management practices), to the institutional

region is more dffected by these national environment within which they interact (e.g. the

challenges than other parts of the UK. quality of competition law).

Deindustrialisation led to an exodus of skilled BEIS Business Productivity Review:

people (particularly young people) and financial . o

and commercial institutions” . UK's overall productivity growth will, in large part,
. “fragmented economic geography and lack of be determined by the performance of individual

critical mass is also a factor” businesses. Whilst the UK has some of the most

productive businesses in the world, we also have

a large number of low productivity businesses
*The North West of England’s Productivity Challenge: Exploring the

issues, The University of Manchester, October 2021
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Wider factors explaining productivity performance #2

The long tail of performance by firms is important:

- “low productivity businesses are found in all regions, The tail of businesses
sectors, and across all sizes of business. Indeed, there
appears to be more variation across businesses within,
rather than between, regions, sectors and sizes*” P Medan=270 | Mesn=a78 Top 10%

40 2.0 l {>94,7
|
\
|

UK Real Firm Productivity

. “There has been a widening dispersion in the distribution 35
of productivity across companies over time. In particular, 30
there is a striking and widening divergence between 25
frontier firms [top 5% of firms] and the long tail of non- 20
frontier companies... L5

., . . . . « . 1.0
. it is non-frontier companies that largely explain flat-lining o | ‘ ‘
productivity over recent years.... "l
O O N N VO QT O N VO R« 0N W

. ....around one-third of UK companies have seen no rise in 2R = NRRFAISIIAZIISE
productivity throughout this century. This is a long tail.... Labour Productivity (E000's per worker)

. ....rates of technological diffusion from frontier to non-
frontler Companles appear to have SIOWEd. /t IS Sta//,ng Source: BEIS Business Productivity Review, 2019. Note: data for 2015
diffusion, rather than stifled innovation, that accounts for
the UK’s productivity puzzle”**

Density

|
|
|
|
|

.
1T

0 O T 0 N U O &

W NN N OOO OO

Sources: * BEIS Business Productivity Review,; **Andy Haldane Productivity Puzzle speech
[Note: he does not consider that the UK’s overall productivity performance is a factor of
the structure of its economy]
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https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/844506/business-productivity-review.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/844506/business-productivity-review.pdf
https://www.bankofengland.co.uk/-/media/boe/files/speech/2017/productivity-puzzles.pdf

Explaining Cumbria's productivity performance #1

- There are three sets of factors that 1y N
. . « . rrner increase
explain Cumbria’s overall productivity £16 of some £2.60n
. £15 (20%) if GVA per
performance. c1a } hour were the
1. Our economic structure - the pattern of (1a T "Géeﬁ"geu‘;f e
. onEs (less UK)
sectors that makes up our economy ~ £12
2. The performance within each sector — £l
how productive are the firms that makeup £ %° il
the sector z 2 GVA per hour
_ w  £8 were the UK
3. Factors that might be common across all < ¢ average
sectors (although this is harder to identify) ©
- In 2019 in preparing the LIS the 2 -
conclusion was around 40% to 50% of the & |
gap on the UK was down to the structure £2 frouna 4o% 1o 4%
(Factor 1) and the rest to the other factors £ of our economy, the
£0 rest “other factors”

(Factors 2 and 3)
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Explaining Cumbria's productivity performance #2 ROLE OF OUR
ECONOMIC STRUCTURE Cumbria

Share of Share of
- Cumbria’s economy can be thought as having important and speclalsed G"z“l = ”;5 =
. anufacturing .3% .3%
three sets of sectors in terms of GVA : e mmodaticrand oo 53| 11.0%
. I Agriculture, forestry 2.0% 5.5%
- Sector Group A: where we are highly specialised  |water 1.9% 0.2%
(20% or more above the UK/NW average) Total these sectors 0.5%  32.0%
. . Important and "normal" shares
(around d thlrd OfJObS and GVA) Wholesale and retail 11.1% 16.1%
. Human health and social work 8.4% 12.5%
- Sector Group B: where our shares are around Construction canl  sen
average (+/- 10%) (tWO fifths GVA, Nnea rly half of Public administration and defence f 5.5%| 4.3%
. Transportation and storage 4.5% 4.7%
JObS) Other service activities 1.6% 1.8%
- Sector Group C: where the share is well below ITot"’:t”este:e:f’ls - 37.9%|  44.9%
] . mportant but below average shares
average (20% or less) (a fifth of jobs and less of  |ggucation 4.5% 5.9%
GVA) Professional, scientific and technical 4.0% 5.9%
Administrative and support services 3.0% 5.1%
o At a broad |eve| for Cumbrla |n 2019 these are Financial and insurance activities 1.5% 1.0%
Information and communication 1.4% 1.2%
aS ShOWI’\ Arts, entertainment and recreation 1.2% 2.4%
Total these sectors 15.6% 21.4%

Note: based on ONS 2019 GVA data, excludes real estate activities, activities of
households, utilities/energy and mining
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Explaining Cumbria's productivity performance #3 ROLE OF OUR ECONOMI

STRUCTURE

- Depending on the measure used we have:

50% to 100% more manufacturing activity/jobs
compared to regional or national benchmarks

80% to 50% more accommodation services
(linked to visitor economy)

100% to 200% more agricultural activity.

- Shares of education activity are around
30% below benchmarked areas (likely due
to relative low HE activity in Cumbria
compared to other areas).

- Arts/entertainment sector has average
shares of GVA but not jobs (more on this
later).

- A range of private sector services are
“under-represented” in Cumbria.

Degree of GVA specialisation Degree of JOBS specialisation
compared to compared to

North AllUK UK less North GB GB less
Important and specialised West London West London
Manufacturing 15 2.2 1.7 1.7 2.0 1.7
Accommodation and food 1.8 1.7 1.7 1.6 1.4 1.5
Agriculture, forestry _ 31 2.3- 35 2.9
Water 14 1.5 1.2 0.5 0.6 0.5
Total these sectors 1.6 2.1 1.7 1.8 1.8 1.7
Important and "normal" shares
Wholesale and retail 0.9 1.1 1.0 1.0 1.1 1.0
Human health and social work 0.9 1.1 1.0 0.9 1.0 0.9
Construction 1.1 1.0 1.0 1.2 1.1 1.0
'Public administration and defence f 11" 11" 1.0[ 10”7 10" 1.0
Transportation and storage 1.0 1.1 1.1 0.8 1.0 1.0
Other service activities 0.9 0.9 0.9 0.9 0.8 0.9
Total these sectors 1.0 1.1 1.0 1.0 1.0 1.0
Important but below average shares
Education 0.7 0.7 0.7 0.8 0.7 0.7
Professional, scientific and technical 0.6 0.5 0.6 0.7 0.7 0.7
Administrative and support services 0.5 0.6 0.6 0.6 0.6 0.6
Financial and insurance activities 0.4 0.4 0.4 0.4
Information and communication 0.3 0.4
Arts, entertainment and recreation 0.8 0.8 0.8 0.9 1.0 1.0
Total these sectors 0.5 0.5 0.5 0.6 0.6 0.6
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Explaining Cumbria's productivity performance #4

. At a h|gh |eve| our SECtOr’S pr‘od uctivity Relative broad productivity levels, GVA per employee, 2019
fall into three groups: 180
- At or close to national productivity levels 10 MV NW BVSGB Vs GB less London B Average
— accommodation/food, 140

transport/storage (water well above)

- Around 15% to 20% below (ie around the
average deficit) — manufacturing, retail,
health, public admin, education)

- Private sector services where the gap is
50% to 20%, but generally the gap is

100

120

100 ——

8

Comparator area
= (=)
[en] [en] o =

lower once London is removed from the 20
comparison
- This last groups is also the groups of sector R
least well represented in Cumbiria, so we ,003‘*’:0&“@&5“’ .
have both less economic activity and less i@o* & é@""’
productive activity taking place in the « &
county ®
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Explaining Cumbria's productivity performance #5

Vertical axis shows productivity
within a sector compared to the
national comparisons for that sector

At a broad level only water (and
utilities) have above average
productivity levels (but these are
small sectors)

The majority of private sector
service sectors that are business
facing (in part at least) are both low
specialisation and low productivity

Retail/wholesale and construction
are large but relative low
productivity sectors

Accommodation/food services is a
large specialised and relatively well
preforming sector

Agriculture is very specialised and
apparently low productivity (on GVA
measures)

Productivity level by sector comparators=100

105
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Structure and specialisation of Cumbria's economy (bubbles relative to share of jobs)
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Explaining our relative productivity performance #5 (version B)

Structure and specialisation of Cumbria's economy (bubbles relative to share of GVA)

- As previous slide but o - g

sectors weighted by

1
Transport and storage 1 Accom and Food

1

1

1

100 n
i
&
GVA : N
95 = TR
8 I Overall economy I
b= . I' relative 1
I Health and social work . . 1 € i
- Ti] Public admin -
5 | productivity per job |
L == e e e R ™ S e 4
G Educati
® ucation A
Other services .
g' 83 T~ Manufacturing
S Retail and whol
5 &0 __.,__., .,.—-.,.__...__..__.,._ s S . Sy Sy —
43]
Q
w
2 75 Construction
E Admin and support
i 70 Agricuture >3.0 ‘)
E Professional, scientific,
‘g 65 tech
=] s, entertainment, rec.
e
o
60
®-
55 i
|
1
50 !
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Relative degree of specialisation (1= NW average)

NORTHERN/¥.......

POWERHOUSE




Explaining our relative productivity performance #6 STRUCTURE OR
PERFORMANCE?

. It is actually quite hard to disentangle the relative Impact of productivity on Cumbria's GVA =
contribution of our economic structure to overall £16
. . . £15
productivity performance. We have carried out an 1

£13
£12
£11
£10
£9
£8
£7
£6
£5
£4
£3
£2

exercise where we increase the GVA per FTE employee in
each sector to the national average (for that sector) and

compare that to simply increasing GVA by the difference
in average jobs filled.

The comparison depends on whether we used detailed
sector breakdowns and whether the benchmarks are the
overall GB averages or if they exclude London.

GVA, £billions2018 prices in 2019

The assessed structural economic effect on the (1
productivity gap is around 40% (ranging from 35% to £0 _

To GB, by broad sector To GB, by detailed  To GB less London, by To GB less London, by
45%) sector broad sector detailed sector
The effect Caused by prOd UCtiVity increasing to B Current GVA B Sector productivity change B Structure factors
benchmark averages within sectors is therefore 55% to Note: analysis of the overall uplift based on the GVA per job uplift from
65% of the overall gap. ONS data for 2019 (of £2.8 bn or 24% to GB and approx. £1.8 bn for uplift

to GB less London GVA)
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Explaining our relative productivity performance #7 SECTORAL

Given this initial analysis, which are the sectors where
there is most scope to effect change? - Scope to increase relative productivity within sector?

The table categorises sectors depending on whether -—_

(7]

(@]
there is obvious scope to increase productivity levels or 3 Transport and Manufacturing
th lati le of th torin th =W distribution * Construction

€ relative scale o € Sectorin the economy § g. * Accommodation and * Arts, entertainment etc

(employment), or both. w 8 food (maybe more)*? * Agriculture?

] .
This is high level analysis as within each sector there 3 o setellltelesele

. . . . .u (Y
may well be scope to improve productivity in a sub- a ICT
. . = * Professional, scientific and
sector or in groups of firms. : .
technical services

We fOCUS the deep dlve Iater on (m Annex A) In turn on Note: * the apparently relatively high productivity overall is in accommodation (6% below GB
each Of the sectors where there maybe more Scope to average less London), rather than food services (20% below). This may be because there are fewer

jobs in accommodation sector in Cumbria due to high levels of self-employment in B&B sector etc

increase productivity within the sector.
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Explaining our relative productivity performance #7 WIDER FACTORS

Wider
explanatory
factor

Physical
infrastructure

Physical capital
(sites, buildings,
equipment etc)

Human capital
(skills)

Summary of Cumbria’s performance and possible impact on productivity

* Transport access and transport costs are issues for some sectors, but interestingly there appears no direct
corelation with the relative productivity performance in these sectors. Hard to measure impact and
realistically scope to make major changes is limited.

* Access to digital connectivity is growing in importance and will be critical, this could become a drag on
productivity for firms in locations with poor connectivity (but unlikely to be reflected in the 2019 data)

* There is no evidence that the relative modest choice in terms of sites and premises is a more of a drag on
business productivity in Cumbria than elsewhere. Indeed land and property costs are low in Cumbria
compared to most other parts of England. There is not the same degree of industrial dereliction found
elsewhere in the North West.

* Previous work for CLEP has identified the relative low level of people with higher level skills on average
working in Cumbria, higher level skills are strongly associated with higher productivity by area, sector and
firm. There is also a smaller pool of choice for business (see agglomeration).

* Previous work suggested that the higher levels skills located in Cumbria are relatively well used within the
economy.

* The proportion of higher level skills in the Cumbrian economy is partly a composition effect (importance
of sectors with relatively low rates of people with NVQ4 level qualifications such as tourism and
agriculture) and also a below average rate within the private sector knowledge based service sectors.

Comments

* The shift to greater reliance on
remote working and meeting and
services should in theory reduce to
some degree physical access issues
for people (but not goods and
supplies)

* Unlikely to be a key factor
explaining productivity

* Undoubtably a key area for action
and already well recognised by CLEP
and partners.

* There are mixture of supply and
demand pull factors at work.

* In the private sector knowledge
based services the below average
proportions with higher level skills
reflects the structure of activity
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Explaining our relative productivity performance #7 WIDER FACTORS

Wider explanatory

Summary of Cumbria’s performance and possible impact on

factor productivity

* There is no robust evidence on the relative performance of management and quality
of management in Cumbria firms (within sector and across the economy).

* There has been some suggestion that Cumbria, in some sectors, has a
disproportionate share of life-style businesses, who may be less focussed on growth
and improvement.

Management

* As noted earlier a strong corelation between productivity, innovation and propensity
to export. Overall Cumbria has an above average proportion of firms who export (as
a result of the importance of its manufacturing base); however we do not know
within sector whether rates of exporting are in line, better or worse than UK average.

* The small size of firms in much of the economy suggests that exporting may be
limited in some sectors (eg private sector services firms)

Exporting

* The national research suggests that rates of innovation and use of technology are
strongly linked to productivity. The rate of diffusion of more basic technologies
across the whole “tail” of business is very important (as well as the stellar, early
adopters). There is limited evidence on the scale and nature of the “tail” in Cumbria.

* Recent research for CLEP and EPSRC identified that on average rates of innovation
and R&D appear below average given the size and structure of the economy (the
relative importance of SMEs would not help here). However, there are strong pockets
of innovation, linked to nuclear and some other key firms.

Innovation (inc R&D)

* The importance of agglomeration (in accessing markets, labour, collaborators etc)
has been much debated. Clearly Cumbria is and will be very disadvantaged in this
respect compared to larger and more densely populated areas of the UK. This could
be in part and explanation for the small and lower productivity elements of private
sector business facing services

Agglomeration (ie
benefits of size)

Comments

* Haldane (op cit) noted that a lack of management
quality is a plausible candidate explanation for the
UK’s long tail of companies and potentially high
returns to policies which improve the quality of
management within companies.

* Supporting wider take-up of exporting should help
drive, indirectly, productivity improvements.

* The previous research for CLEP on the adverse
impact of EU-Exit on SME’s propensity to export is
worrying in this regard.

* This is likely to be a factor explaining productivity
performance within sectors (and to some degree the
sectoral mix).

* The issue is both smaller number and prevalence of
the “frontier” firms who are strong innovators as well
as slow rates of diffusion of best in class technology
across a broad swathe of businesses.

* STRONG LINK TO MANAGEMENT

* This has been an inherent weakness in Cumbria.
However, post Covid, with new forms of virtual
working and business collaboration this weakness
might become less of an issue.
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Explaining our relative productivity performance

ICT Professional, scientific and

GVA per FTE job was £66k in 2019 for the 2,500 FTE technical services
jobs, 15% above the all Cumbria average, but was GVA per FTE iob was £35k in 2019 for
Jjust 58% of the all GB and 67% of the GB less London the 1’_73,500 FjTEjobs, 36% below thfe

average all Cumbria average, but was just

Arts, entertainment and recreation

GVA per FTE job was £31k in 2019 for the
4,750 FTE jobs , 44% below the all
Cumbria average, and was just 57% of

The stand out sector where there is both an
extremely low share of jobs and GVA and
where productivity levels are particularly low
(just 50% of all GB and 60% excluding
London)

Part of the reason is the low share of sectors
than tend to be more productive (eg
telecoms/film/TV,) put in each sub-sector
productivity levels are well below the UK and
UK less London average.

The challenge is likely to be more about
sector development to attract the right kinds
of business and jobs rather than poor
productivity per se (although to the extent
that businesses only serve local markets and
the lower end of activity this will tend to
reduce productivity levels).

This challenge is in part picked up in the new
digital strategy

59% of the all GB and 71% of the GB
less London average

A complex picture as a diverse
sector. There are clear
strengths in the
engineering/architectural
sectors where productivity
levels are in line with the GB
(but are relatively low overall)

Cumbria has fewer of the
higher value higher paid
private sector business services
(in part because of its rural
location) and the activity in
legal/accounting etc is much
lower productivity level than
the GB less London average

the all GB and 67% of the GB less London
average

The picture here is similar to the
other two sector with low
productivity, but in the case of tis
sector with a share of jobs that is
close to the national average
(linked in part to the important
visitor economy).

Generally productivity levels in the
cultural sector are lower in the
North than the UK average as there
are fewer higher value private
sector creative/artistic activities
being carried out and wage levels
are low (compared to London)
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Explaining our relative productivity performance
MANUFACTURING (A)

GVA per FTE job was £69k in 2019 for the 37,000 FTE jobs , . The table overleaf sets out the key facts based on
24% above the all Cumbria average, but was 87% of the all 2019 data, key points are:

average - The effect of Sellafield (basic metals) distorts the

A crucial sector in driving overall productivity given its
overall size and contribution to the economy.

There are very large variations by sub-sector (in part due
to levels of capital intensity and the precise mix of
activity).

Some sectors have above and some below average
productivity levels compared to the UK/GB

Overall, if average productivity levels were the same in
each sector as the GB average then this would make little
difference overall (some improvements would be offset
by some reductions)

overall picture due to the large numbers of employees
and low GVA

If excluded then the rest of Cumbria manufacturing
sector would be producing GVA per FTE in line with
the GB average (ie 15% higher)

Cumbria has fewer of the very high productivity
capital intensive manufacturing sectors (such as
aerospace, chemicals, pharmaceuticals or oil refining

Other transport equipment (an estimate of BAE
Systems activity in the main) provides a strong boost
to overall productivity as it has a large share of all
jobs, is above average levels of productivity compared
to the rest of manufacturing and
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Explaining our relative productivity performance
MANUFACTURING (B)

Sector FTE jobs GVA £ms Productivity: GVA per FTE
Nos. % £ms % (£00s) | % of GB | % of Cumbria
for sector |average GVA per
FTE in man.
Manufacture of basic metals 9,350 25.8% £390| 15.3% £41.5 72% 60%
Manufacture of other transport equipment 7,088 19.5% £640| 25.4%| £90.9 102% 132%
Manufacture of food products 4,500 12.4% £270( 10.8% £60.7 95% 88%
Manufacture of wood and paper products 3,108 8.6% £200 8.0%| £65.3 115% 95%
Manufacture of fabricated metal products 2,825 7.8% £160 6.3% £56.6 102% 82%
Manufacture of rubber and plastic products 2,810 7.7% £190 7.4%| £66.5 131% 97%
Repair and installation of machinery and equipme) 923 2.5% £40| 1.7%| £45.5 76% 66%
Manufacture of other non-metallic mineral product 910 2.5% £100] 3.8%| £104.4 162% 152%
Manufacture of computer, electronic and optical g 780 2.1% £50] 2.1% £66.7_ 97%
Manufacture of electrical equipment 763 2.1% £40 1.7%| £56.4 85% 82%
Manufacture of petroleum, chemicals and pharmg 595 1.6% £170 6.8%| £287.4 142% 417%
Manufacture of furniture 475 1.3% £30] 1.1%| £58.9 113% 86%
Manufacture of machinery and equipment 443 1.2% £40 1.7%| £99.4 117% 144%
Other manufacturing 410 1.1% £30 1.1%| £68.3 92% 99%
Manufacture of beverages and tobacco products 328 0.9% £40 1.5%| £119.1 74% 173%
Manufacture of wearing apparel and leather produ 270 0.7% £20 0.9%| £88.9 102% 129%
Printing and reproduction of recorded media 265 0.7% £10] 0.5%| £49.1 81% 71%
Manufacture of textiles 265 0.7% £40 1.6%| £150.9 220% 219%
Manufacture of motor vehicles 203  0.6% £60]  2.3% £286.4q 416%
Total 36,308 100.0% £2,530| 100.0%| £68.9 87% 100%
GB awerage all man. £79.4
Less basic metals 26,958 | £2,140| £79.4 100%| 115%
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Explaining our relative productivity performance

AGRICULTURE/FORESTRY

GVA per FTE job was £19k in 2019 for the 13,000
FTE jobs, just 35% above the all Cumbria average,

CONSTRUCTION
GVA per FTE job was £61k in 2019 for the

RETAIL/ WHOLESALE
GVA per FTE job was £43k in 2019 for the

13,000 FTE jobs, 11% above the all Cumbria
average, but was 80% of the GB less London
average

Within the overall sector these are
strong differences in relative
productivity performance (see below)
with general construction and civil
engineering having much lower
productivity in relative terms and
specialised construction higher

31,000 FTE jobs, 22% below the all

Cumbria average for all sectors, but was
83% of the all GB average (less London)

The sectoral analysis below shows that
relative productivity is relatively low in
wholesale trade rather then retail or
motor trade

This could reflect the lesser presence of
larger wholesaling centres and activity in
Cumbria (rather than any intrinsic
productivity issues)

and was 74% of the all GB average

This not really a fair comparison as the mix
of agricultural activity in Cumbria is very
different from the national average (far less
arable or horticulture).

Within the broad sector forestry is actually
a much more productive sector £65k per
FTE job, but has a very small number of jobs

The GVA measure does not take account of
farm subsidies and payments (for agri-
environment and other activities)activity

Not to say there is no scope for increase,
indeed the potential use of technology in
the sector will be increasingly important.

Productivity (GVA per FTE) 2019 Cumbria Cumbria, Productivity (GVA per FTE) 2019 Cumbria Cumbria,
comparator=100 comparator=100
Cumbria [OVA per | GVA pe ce cumbria 22 P | Tt | e | minus
FTEs FTE FTE vs GB minus FTEs
average London awerage London
F All Construction 12.938| £61.604 110.9 74 80 G Wholesale and retail trade; repair 31,250 £43,072 77.5 80 83
41 Construction of buildings 3,725 £54,765 98.6 59 69| |40 Motor trades 5,900 £49,831 89.7 87 84
42 Civil engineering 2,275 £72,967 131.3 62 66| |46 Wholesale trade 6,500 £40,769 73.4 63 67
43 Specialised construction activities 6,975 £61,219 110.2 87 9| 47 Retail trade 18,500  £42,541 76.6 91 96
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