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Welcome from Rory Macqueen (NIESR)

Presentations and Discussion

• Josh Martin (Office for National Statistics): What the latest official
statistics tell us about the UK’s past and current productivity

• Bart van Ark (The Productivity Institute): Getting on the path
towards a high productivity economy

• Guilherme Rodrigues (Centre for Cities): The link between
economic complexity and productivity

Polls
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CHATHAM HOUSE RULES

Information disclosed during a meeting may be reported by 
those present, but the source of that information may not be 

explicitly or implicitly identified.

Please note we will be using transcription software Otter.ai to take minutes of the
forum. This software will automatically record the audio of the meeting. This
recording will only be used for the purposes of transcription and will not be shared
elsewhere. It will be permanently deleted within 7 days of the meeting.

If you would like to take part in the forum but do not wish to be recorded, you can
post any comments and questions in the chat and these will be read out by the Chair.
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Latest NIESR GDP tracker

Q4 nowcast: 1.0% growth. Q1 first tracker forecast out Friday

Latest NIESR wage tracker

Adjusting for base effects we estimate annual earnings growth of
4.4%.

This is expected to fall to 4.1% in Oct-Dec as base effect
dissipates.

Latest NIESR CPI tracker

Underlying inflation – excluding extreme price changes – rose in
November from 2.1% to 3.4%.

London has highest rate of underlying inflation at 4.3% with
Northern Ireland at 2.4%.



The UK’s productivity 
landscape

NIESR Business Conditions Forum

Head of Productivity, ONS
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Productivity growth has been slow since the 2008 downturn, 
and would be 20% higher today had it stayed on trend
Output per hour worked (£), index 2019 = 100, outturn and trend, UK, 1990 to 2020

Source: ONS – Labour productivity



Productivity growth has not been sustained so weak since 
the Napoleonic era
Rolling 10-year growth rate of output per hour worked, UK

Source: ONS Written Evidence to Productivity Commission (2021), using data from ONS – labour productivity, and Bank of England – millennium of macroeconomic data
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Whole Economy Non-Manuf Production (ABDE)

Manufacturing (C) Construction (F)

Finance (K) Non-financial services

Output per hour worked, high-level industries, index 1997 Q1 = 100



Productivity during the pandemic

Output per hour worked 1.1% since 2019

In Quarter 3 (July to September) 2021…

1.4% since Q2 2021

Output per worker 0.6% since 2019 0.3% since Q2 2021

Output per job excluding 

furloughed workers
3.7% since 2019 4.2% since Q2 2021



Re-allocation effects during the pandemic

Source: ONS – Productivity overview, UK, for Quarter 3 (July to September) 2021, published 11 Jan 2022





Productivity after the pandemic

Upsides

• Homeworking – hybrid workers more likely to get bonuses, more productive?

• Online retail – big boost in retail industry productivity during pandemic

• Focus – new research, findings and attention

Downsides

• Reduced potential – lower business investment and disrupted education

• Labour shortages – early retirements, outward migration, hysteresis?

• Homeworking – need for management skills, potential for lost opportunities



Thank you for listening!

Josh Martin

Head of Productivity, ONS

Email: Josh.Martin@ons.gov.uk 

Twitter: @JoshMartin_ONS



THE PRODUCTIVITY INSTITUTE



Widespread slowdown in productivity growth in 
western countries, but most strongly in UK

Note: converted at GDP PPPs
Source: The Conference Board Total Economy Database, August 2021

GDP per hour worked in US$ - using industry-specific 
purchasing power parities (2017)

Key stylized facts on UK 
productivity slowdown:

• Systemic underinvestment in key 
components of intangible capital

• Proportionally large numbers of 
low skilled and low productive jobs

• Long tail of low productive firms 
across industries

• Unusual pattern of regional 
diversity in productivity, especially 
weak performance of 2nd tier cities



Low productivity level and large differences 
between and within regions

Low productivity levels relative to European economies Large gaps in opportunity between regions

Source: OECD Source: Industry Strategy Council (2020) 



How to not miss the productivity revival again?
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• Skill formation

• World class science

• Further education

• Apprenticeships

• Non-technical skills

• Net zero

• Adaptation 

• Mitigation

• Green jobs

Key game changers for a productivity 
revival in the next decade

• Digital transformation

• New frontier technologies

• Diffusion between firms

• Absorption within firms

• Institutional reform

• Industrial policy

• Regional and local

governance reform

• Fiscal reform



Three new TPI papers on Productivity and 
Levelling Up



Source: Heys, Martin and Mkandawire, GDP and Welfare: A 
spectrum of opportunity , ESCoE Discussion Paper 2019-16

What is productivity and why does it matter?



The Productivity Institute
www.productivty.ac.uk

http://www.productivty.ac.uk/


What levelling up really 
means: Economic 
Complexity in British cities
January 2022

Centre for Cities

Guilherme Rodrigues



Summary



What does economic complexity tells us about cities productivity?

• Economic complexity highly correlates with productivity levels for the UK’s cities, as the 
international literature suggests.

• The cities that were more complex in 1981 are more likely be complex and productive 
nowadays. 

• The cities that became relatively less complex typically remained specialised in the same 
activities between 1981 and 2019. Complex cities were able to move to new sectors.

• Cities that improved its relative position, typically large cities, are still lagging in terms of 
productivity. Their complex sectors are still comparatively small.

• British large cities, despite recent gains, still underperform their French and German peers.



Analysis



Highly complex economies are more productive 

Productivity and ECI at the urban level, 2019
• There is a strong relationship between economic 

complexity and productivity. 

• Cities that are both complex and productive tend to be 
located in the Greater South East; while cities in the 
North and Midlands tend to be low productivity-
complexity.

• Complex activities tend to be knowledge-intensive services and 
low complexity mining and some types of manufacturing.

• Large cities are the major exception (bottom right 
quadrant): we know that they are lag in terms of 
productivity but they are quite complex.

• This goes in line with previous CfC’s research that these cities are 
the ones with the largest productivity gap.

• Productive cities with low complexity are typically 
economies focused on a single sector like Luton, 
Aberdeen and Sunderland.



Past capabilities help explain the current situation

• The large cities that still lag in terms of productivity 
were not complex in 1981 (top left quadrant).

• The Great South East has been a region of high 
complexity in the last four decades.

• Cities that lost complexity in relatively terms are 
geographically disperse but they have some 
similarities. 

Most Greater South East cities remained complex between 
1981 and 2019, while big cities became more complex 



Large cities still need to growth their number of complex jobs

• Despite recent progress, large cities tend to have fewer complex jobs than the other complex economies.
• The most complex job account for less than 10 per cent of exporting jobs in cities like Manchester and Nottingham.

• This may explain the observed productivity gap in the UK’s largest cities. This is supported by international comparisons. 
The difference between the UK and France/German is mostly driven by the largest cities outside London.

Complex cities with lower productivity tend to have a low 
complex base



‘Build on their strengths’ unlikely to make a city complex

• To remain complex, highly productive cities have been 
able to change their specialisms. 

• Banking is still very relevant for London’s economy but IT-related 
activities have emerged.

• Meanwhile, a large portion of cities than became relatively 
less complex have the same specialism they had four 
decades ago, despite shifts in the global economy (e.g. 
international trade and rise of the information economy). 

• Aberdeen has not moved beyond oil. Blackpool continues to 
specialise in aerospace manufacture. And steel still dominates in 
Swansea.

Those places that continued to specialise in the same 
industries became less complex



Conclusions



Conclusions

• Levelling up the economy must focus on the geography of knowledge.
• Levelling up will only be achieved if it increases the amount of highly skilled exporting work 

in the private sector outside of the Greater South East. 

• Big cities are the most promising places for levelling up.
• Centre for Cities has calculated it would generate £48 billion per year in the national 

economy, which would be in reach of city residents and of people living in towns and rural 
areas nearby.

• Calls for places to ‘build on their strengths’ should be received with caution.
• The aim of policymakers, especially local leaders, should therefore be to change the nature 

of these inherent benefits where they have the ability to do so, such as improving the skills 
of workers, to help them to reinvent their economies rather than further replicating what 
they already have.



Thank you


