
Little change to unemployment

August 2013 labour market update

The labour market figures have taken on extra 
significance now that Mark Carney, the new Bank of 
England Governor, has committed to not changing the 
base interest rate until unemployment has fallen below 
7 per cent.

This month’s data suggests that there won’t be a 
change in the rate (which has remained unchanged 

Table 1: Key statistics

at a historic low of 0.5 per cent for over four years now) 
any time soon. Unemployment fell by 4,000 people and 
the unemployment rate remained unchanged at 7.8 per 
cent. Page 2 looks at the stability in unemployment in 
recent years, while page 3 looks at which cities have 
unemployment rate above the 7 per cent threshold.

Swindon was one of the hardest hit cities at the 
beginning of the downturn, with its claimant 
count rising sharply during 2008. Two big 
factors were the collapse of Woolworths and 
the halting of production at Honda – the former 
had a distribution centre in the city, while the 
latter had a knock-on impact on local suppliers 
to the car manufacturer.

But Figure 1 shows that the city has also 
recovered well. Its claimant count fell 
throughout 2009 and has since remained below 
the UK average.

Spotlight on Swindon

Figure 1: Claimant count rate in Swindon

Source: ONS

Reference Period Rate

Unemployment (ILO) April-June 2013 7.8%

Claimant Count July 2013 4.3%

Employment April-June 2013 71.5%

Y-o-Y Average Weekly Wage Growth July 2013 2.1% inc bonus 
1.1% ex bonus

See more city by city comparisons at www.citiesoutlook.org
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pensions. Secondly, it suggests that employers may 
be opting for experience when making recruitment 
decisions. Figure 3 certainly shows that young 
people have found it more difficult to get a job over 
the same period.

Figure 3: Employment of 16-24 year olds and 
65+ workers

Source: ONS

Rising house prices, falling wages

There has been much excitement around the 
increase in house prices in recent days, with many 
suggesting this is good news. But rising house 
prices at a time when inflation adjusted wages are 
falling just makes housing even more unaffordable. 
Real wages have fallen almost every month for the 
last five years, with this month’s data confirming 
that growth in take home pay continues to remain 
below inflation.

The result is that workers are now much worse off 
than they were five years ago. Increasing house 
prices only serves to bring further pain to those 
workers who do not own their own home. Cities 
Outlook 2013 discusses in more detail which cities 
have the biggest housing affordability problem.

national labour market

The great stagnation?

The unemployment rate remained unchanged at 
7.8 per cent in the three months to June. This is 
nothing new - Figure 2 shows that unemployment 
has remained very stable over the last four years 
– varying between 7.7 and 8.4 per cent - after its 
sharp rise at the beginning of the downturn.

Figure 2: UK unemployment rate

Source: ONS

The labour market has been difficult to predict in the 
current downturn, with unemployment remaining 
lower than expected and employment increasing 
despite the weak performance of the UK economy. 
But the stability that has been seen in recent years 
does suggest that it may be some time before 
unemployment falls below the Bank of England’s 7 
per cent threshold to increase interest rates.

Older workers benefit 

While unemployment has remained stable, the 
employment rate has improved in recent years. 
Older workers have been by far the biggest 
beneficiaries of this improvement. The number of 
over 65s in employment has increased by around 50 
per cent in recent years, and now stands at just over 
one million. 

This trend could suggest two things. Firstly, older 
people may be remaining in work because of the 
impact that the downturn has had on the price of 
the assets that they own, particularly houses and 
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city labour markets

below 7 per cent, cities such as Birmingham will 
still need to have the tools to help counterbalance 
the impact that an increase in interest rates might 
have on their economies.

Figure 4: ILO unmployment, April 2012-March 
2013

Mark Carney, cities and the magic 7 per cent

As noted above, the Bank of England’s new  
governor, Mark Carney, has committed to leave 
interest rates unchanged until UK unemployment 
falls below 7 per cent.

As ever, targets based on national averages hide 
the large variation that is seen across UK cities. 
Currently the ILO measure of unemployment ranges 
from 3.4 per cent in Cambridge to almost 16 per 
cent in Hull (April 2012-March 2013 data). And 
unemployment is above 7 per cent in 49 of Great 
Britain’s 63 cities (see the map opposite).  As 
has been the case for the European Central Bank 
across the Eurozone, this variation makes setting 
interest rates very difficult – some places may 
require an increase in interest rates to manage 
demand at the same time when an interest rate 
hike is the last thing that other places need.

What’s even more interesting is to look at the 
persistence of unemployment. Cities such as 
Reading, Warrington and York have never had an 
unemployment rate above 7 per cent over the last 
nine years. Birmingham, on the other hand, has 
never seen its unemployment fall below 7 per cent 
over this period.

To vary interest rates across cities would require a 
break up of Sterling, with each city adopting their 
own currency. Clearly this is not sensible. But it 
does underline the requirement to avoid one-size-
fits-all solutions in other areas of policy in order to 
assist those cities that face the biggest economic 
challenges.

City Deals were supposed to be a step towards 
greater devolution. It now seems that the future 
introduction of Local Growth Deals has reduced the 
scope of City Deals. The key for Government is for 
it not to lose its way with its devolution agenda – 
when national unemployment does (hopefully) fall 

ILO unemployment, Apr 12-Mar 13
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