
ECONOMIC IMPACT UPDATE 

1. ISSUE 

1.1 Updating LEP Scrutiny Board members on the economic impact of COVID-19 

and the end of the EU Transition Period on Cumbria’s economy and businesses.  

2. RECOMMENDATIONS  

2.1 That the LEP Scrutiny Board note: 

a) this report;  

b) that a detailed Economic Forward Look/Think Piece is being undertaken 

(Annex A); 

c) that the Economic Forward Look/Think Piece will be circulated to members, 

once approved by the CLEP Board.  

3. BACKGROUND 

Introduction 

3.1 The combination of the pandemic and the end of the EU Exit transition period 

has inevitably impacted on the economy and businesses and CLEP takes seriously 

its responsibility to monitor the impact of this on Cumbria, its economy and its 

businesses.  

3.2 At headline level the remainder of this report provides an overview of this. 

However, now is the appropriate point to undertake a more comprehensive review of 

the economy as this has not been undertaken since 2019, when the Local Industrial 

Strategy was produced. Therefore, CLEP has commissioned an Economic Forward 

Look/Think Piece from its Economist and Senior Analyst, with this work currently 

underway. Members are invited to note the scope of this work, which is 

provided at Annex A.  

Headline Economic Overview 

3.3 Clearly, any review of Cumbria’s economy remains dominated by COVID-19. 

The last 12 months have seen a roller coaster impact of COVID-19 on Cumbria’s 

economy, with two further lockdowns and now a period of bounce back. The effects 

of COVID-19 have been particularly pronounced on Cumbria’s important visitor 

economy, with the impacts geographically concentrated in the Lake District and 

surrounding areas. However, no part of the economy has been immune.  

3.4 Over time, a good measure of the impact of COVID-19 is shown by the 

percentage of employees in Cumbria on the furlough scheme. During periods of 

lockdown, Cumbria has experienced above average rates of furloughing of staff, 

reflecting the disproportionate impacts on the visitor economy. The effects have 

varied widely across Cumbria, and during the early 2021 lockdown, rates of furlough 

were roughly 60%, 40% and 20% above the England average in South Lakeland, 

Eden and Allerdale respectively, but 20% and 30% below in Copeland and Barrow 



respectively, where key industries have been less significantly  affected by      

COVID-19.  

Rate of take-up of Covid Job Retention Scheme, May 2020 to May 2021 

 

Source: HMRC and ONS CJRS Statistics. Note: data is collected by place of residence of employees. 

It measures the actual take-up of furloughed jobs as a % of potential total jobs.  

 

Rate of take-up of Covid Job Retention Scheme, February 2021 

 

Source: HMRC and ONS CJRS Statistics. Note: data is collected by place of residence of employees. 

It measures the actual take-up of furloughed jobs as a % of potential total jobs.  



3.5 The pattern of changes in those unemployed in work related benefits 

(claimant count) has followed a similar pattern to furlough. By the summer of 2021, 

labour market indicators suggested that the number of payrolled employees across 

Cumbria had returned to pre-pandemic levels and the claimant count had largely 

reversed the large hike experienced in April 2020.  

3.6 As across the UK as a whole, clear labour shortages are emerging as the 

economy recovers quickly from COVID effects. Pre-pandemic, the labour market 

was already exceptionally tight across much of Cumbria. During the summer of 

2021, many firms have faced a perfect storm caused by:  

 increases in demand and, in the case of the visitor economy, much higher visitor 

numbers as a result of the staycation effect in 2021 due to limited foreign travel;  

 some employees not choosing to return to work after a period on furlough;  

 the short term impacts of the ‘pingdemic’ as employees had to self-isolate; and  

 significant reduction in numbers of previous EU national workers, especially in 

the food and hospitality sectors..  

3.7 The other significant event of the last 12 months and of real long-term 

economic significance was the end of the EU Transition period on 314 December 

2020. The new Trade and Cooperation Agreement (TCA) came into force on 1 

January 2021 between the EU and the UK. This agreement, struck late in 2020, 

meant that a so-called ‘no-deal Brexit’ was avoided much to the relief of exporters 

and importers in Cumbria. The TCA avoids tariffs on goods travelling between the 

UK and EU, but does mean that business face new forms of regulations and 

administrative non-tariff barriers on both importing and exporting for goods and 

services.  

3.8 In April 2021, the LEP carried out an assessment of the impact of EU Exit on 

trade. The conclusions from this exercise were that: 

 There were around 400 firms in Cumbria (3% of all firms) where at least 10% or 

more of sales were into the EU prior to EU-Exit. These firms are concentrated in 

manufacturing, ICT, agriculture, professional/technical and wholesaling/retailing. 

These are the firms likely to be facing the most acute impacts from EU-Exit. Of 

these, an estimated 200 Cumbrian firms had more than 25% of sales with EU 

customers.  

 Prior to EU-Exit, around 4% of Cumbria’s economy relied on direct exports to the 

EU supporting around 7,000 jobs.  

 



Cumbria firms who export at all by size and sector (pre-EU Exit) 

 

 

Source: Analysis of Cumbria Business Survey, 2020 January 2021. Note: tourism related firms 

were explicitly asked to not include sales to overseas tourist as exports 

 



3.9 Firms are experiencing a range of practical challenges in both exporting to 

and accessing key supplies from the EU. There has been a reduction in sales 

amongst firms that relied on the EU for sales (as well as a result of supply chain 

disruption). Many Cumbrian business have been responding by reducing or ceasing 

exporting to the EU and Northern Ireland and seeking alternative suppliers, where 

this is possible. A small minority of companies are seeking to set up EU subsidiaries 

or moving part of the business to the EU. LEP modelling work suggests that these 

effects could, collectively, contribute to a 0.3% to 1.0% contraction in Cumbria‘s 

economy in 2021 on top of any impacts from COVID-19. 

Scenarios for potential SHORT TERM impacts during 2021 in GVA (£ms) in Cumbria as a result 

of EU Exit 

 

Source: CLEP EU-Exit Analysis for Cumbria, April 2021 

 

Next Steps 

3.10 The Economic Forward Look/Think Piece will be available in September for 

consideration by the CLEP Board at its meeting on 24 September 2021. At that point  

the findings will be shared with the LEP Scrutiny Board for consideration. Scrutiny 

Board Members are invited to note this report.   



ANNEX A 

CLEP 2021 Economic Forward Look/Think Piece 

 

1. Exec summary (in a visual) 

 

2. Purposes of the report 

a) There has been unprecedented levels of economic turbulence and profound 

changes have occurred over the last 12-18 months at a UK and Cumbrian level. 

b) So now is a good time to take stock and review where the Cumbria economy is 

and where it could be heading. 

c) This will help CLEP and its partners in its planning, but also businesses in 

Cumbria. 

 

3. Recent economic changes and challenges 

a) Last time CLEP looked at its economy in full was during 2018 and 2019 as part 

of the development of the evidence base for the Local Industrial Strategy (LIS). 

b) Many things have happened since then, most notably the effects of Covid-19 

starting in March 2020 and the realisation of EU Exit after many years of 

uncertainty. 

c) A  stocktake of key external changes impacting on the Cumbria economy  

Impacts of Covid-19 (building on and updating previous BERRG work) 

Impacts EU-Exit (building on and updating previous BERRG work) 

d) Highlight the role of Covid-19 in particular in accelerating trends which were 

already in train nationally and so in Cumbria: 

 Change in shopping and distribution patterns 

 Accelerated challenges for the high street  

 Remote and flexible working 

 Use of internet to access wide range of services (and goods) 

e) However, emphasise that the underlying challenges and opportunities 

highlighted in LIS still very much current: 

 Decline in workforce, limited population growth (although might look at 

uptick in housebuilding recently in parts of Cumbria) 

 Slow GVA growth (re-informed by the recently released 2019 GVA data 

from ONS) 

 Slow productivity growth  

 Reminder of the pre-Covid baseline forecasts for the trajectory of the 

economy  

 



4. Short term Prospects for Cumbria 

a) As some of the uncertainty has cleared, now possible to look forward next 12 

to 24 months  

b) National forecasts of economic change more consistent and lower bands of 

uncertainty than before 

c) Set out likely path of recovery from Covid-19 from summer 2021 and bedding 

down of EU Exit and so potential path of economy in terms of  

 Jobs 

 GVA 

 Unemployment 

 Wages/incomes 

 [Scenarios from Experian provide a broad view and stating point] 

d) Describe key potential movements in:  

 Labour supply and unemployment 

 Business prospects by sector 

 Visitor economy 

e) Key emerging shorter term challenges and opportunities including: 

 Labour demand and supply mismatches 

 Staycation Britain 

 Company indebtedness 

 EU-Exit 

 

5. Longer term drivers for Cumbria 

a) This is looking forward the next 3 to 10 years with a summary a PESTEL1 

analysis applied to Cumbria . Focus on known trends and changes that could 

emerge 

b) Political  

 Possible Scottish independence (disruption, more competition, border 

barriers etc) 

 Competition (from South of Scotland Development Agency) 

 Levelling up agenda 

 National energy policy and focus on nuclear as opposed to other clean 

energy sources [link to environmental] 

 Disruption from Local Government Reform (in whatever form it takes) 

 Devolution and other policies on delivery of national priorities (e.g. skills) 

c) Economic  

 Future government funding and finances 

                                                           
1 P – Political, E – Economic, S – Social, T – Technological, E – Environmental and L – Legal 



 Roll out of changed subsidy arrangement for farming and move to ELMS 

 Trade deals with major agricultural nations 

 UK Shared Prosperity Fund 

d) Societal  

 Ageing population (workforce, health care, housing, mobility and other 

challenges and opportunities) 

 Continued change in shopping patterns and town centres  

 Increase importance of environment in consumption patterns  

e) Technological  

 New forms of mobility (drones etc)  

 Electrical vehicles  

f) Environmental  

 Impact of climate change 

 Drive for clean energy sources 

 Move to a hydrogen economy 

 Energy distribution and storage  

 

6. Emerging implications and questions 

a) What does this all mean for Cumbria’s economy? 

b) What are the big opportunities? 

c) What are the big challenges?  

 

 


