Department for Culture, Media and Sport


2005-2008 PUBLIC SERVICE AGREEMENT: TECHNICAL NOTE 

This Technical Note sets out how the Department for Culture, Media and Sport will measure progress towards its PSA targets. 


PSA target 4:	By 2008, improve the productivity of the tourism and leisure, and creative industries.


This will be achieved through: 
·	Continuing and developing where necessary SR02 projects including: Digital switchover programme and the full Implementation of the Licensing Act 2003 by the end of 2005.
·	New projects developed through our on-going research programme identifying barriers to productivity growth in tourism and the creative industries.

Definitions

“Improve” is defined as a higher rate of productivity in the industries in 2008 as compared to 2005, and productivity growth in the sectors higher than in the service sector as a whole, on average over the 2005-2008 period.

“Productivity” is to be measured using ONS data derived from the Annual Business Inquiry (ABI). The measure will use the ratio:

Gross Value Added   /   Numbers Employed.

“Gross value added” is the value created by production before deducting consumption of fixed capital. 

“Numbers employed” is defined as the number of full and part-time employees on the payroll plus the number of working proprietors involved. It should be noted that, because of the difficulty of gathering information, this will not cover the self-employed, who often feature significantly in the creative industries and, to a lesser extent, tourism.

“Tourism and Leisure” is presented as a combined sector to smooth out potential volatility in the series caused by fluctuations in levels of GVA or employment in any one particular industry. Individual Standard Industrial Classifications (SICs) are prone to exaggerated year on year changes (see limitations) so combining these two small sectors allows better understanding of the overall trends. There is also crossover between some SICs - e.g. those for restaurants and bars – that are defined as ‘tourism’ and as ‘other leisure’, since these industries are supported by both tourists and UK residents.  

The combined sector comprises the following tourism and other leisure classes, based on the Standard Industrial Classification (SIC) system:

SIC
Description
Tourism
Other Leisure
55.1 & 55.2 
Hotels and other tourist accommodation


55.3  
Restaurants, cafés etc.
 (50%)

55.30/1
Licensed restaurants, cafés etc.

 (50%)
55.4  
Bars, public houses and nightclubs
 (25%) 
 (75%)
63.3
Travel agencies/ tour operators


92.33  
Fair and amusement park activities


92.52 
Museums and preservation of historical sites and buildings


92.6
Sporting activities


92.71
Gambling and betting activities


92.72
Other recreational activities

 (75%)
93.04
Physical well-being activities



Where a percentage is stated, only this proportion of the class is taken. These proportions, derived from business survey data, reflect that only some of the activity associated with a respective classification code is directly supported by tourism.  For example, ‘Restaurants, cafes etc.’ are supported by both tourism and local residents so only a proportion is taken.  Proportions may be revised in the light of on-going analysis. 

“Creative industries” comprises the following sectors, based on the Standard Industrial Classification (SIC) system:

SIC
Description
Proportion
22.1 
Publishing (books, newspapers, journals & periodicals & sound recordings & other)
50%
22.3 
Reproduction of sound recording, video recording & computer media
25%
72.2 
Software consultancy & supply

74.2 
Architectural and engineering activities and related technical consultancy
25%
74.4 
Advertising

74.81 
Photographic activities
25%
92.1 
Motion picture and video production, distribution & projection

92.2 
Radio & television activities

92.31
Artistic & literary creation & interpretation

92.32 
Operation of arts facilities

92.34 
Other entertainment activities
50%
92.4 
News agency activities

92.72 
Other recreational activities
25%

Where a percentage is stated, only this proportion of the class is taken. These proportions are consistent with those applied in the established CI definition and were derived for the DCMS Creative Industries Economic Estimates series that was first produced in 2002. The proportions have been estimated using the source data for the series, and reflect the ‘share’ of activity under a particular classification code that is attributable to businesses in the Creative Industries. However, the definition of the creative industries used here is narrower than that used to measure the total size of the sector. Data are excluded where small proportions (<25%) are taken under the standard definition. Proportions may be revised in the light of on-going analysis. 

Measurement

The measure will use the ratio:

Gross Value Added   /   Numbers Employed.

The reported performance will focus on the change from one year to the next, and will be presented as an index, with base=100. The target refers to the period 2005-2008, but the index will be based to 2004 (the year before the start of the target). 

Data on performance in the tourism and leisure and the creative industries will be shown as an index relative to this base, together with data for the service sector and the whole economy.

The target will be met if the average productivity growth over the period 2005-2008 in the tourism and leisure, and creative industries is higher than the average growth in the service sector as a whole. Furthermore, the rates of productivity in the tourism and leisure, and creative industries should be higher in 2008 than in 2005.

Data

The data will be reported annually as follows:

	In tables showing the percentage change in productivity in the tourism and leisure industries, the creative industries and the service sector, for each year to the next
	A cumulative average will also be shown, which will assist comparison

Data will also be presented in the form of index numbers, which is the standard format in the presentation of economic data series 
Trends will also be presented graphically.

Limitations
The indicator of productivity comprises components of i) gross value added (GVA) and ii) employment.  GVA is hard to measure, as it is derived from a number of financial data returned by companies surveyed.
	Productivity is measured for a ‘Tourism and Leisure’ sector combined for the reasons outlined above. However, this means that individual changes in productivity in either sector are not easily identified. As such a decrease in one of the sectors alone may be compensated for by a greater increase in the other (or vice-versa).
	The Annual Business Inquiry is a sample survey and is not specifically designed for PSA target measurement.  The definitions for the Department’s sectors use low-level results which are more prone to sampling variation.  While ONS use specialized processes to account for this, and the Department works closely with ONS highlighting particular figures for extra examinations, some fluctuations remain in the data.  These may indeed be correct, but it nevertheless is advisable to consider the trend and averages over several years, rather than solely the change between any 2 particular years. Timeliness of reporting on progress against the target is dependent on the release of the ABI data by ONS - provisional ABI results are published around 12 months after the end of the reference year, with final results available after around 18 months.


Scope

United Kingdom

