
The weakening labour market signals struggles ahead for the economy

Unemployment jumped to 8.1 percent in the three 
months to August, the highest rate since July 1996. 
Such a rise casts further doubt on the recovery of 
the private sector in the UK.

Labour has unsurprisingly blamed the Government’s 
public sector spending cuts for the weakness of this 
month’s figures. The Government has pointed to the 
increasing turmoil in the eurozone for the current 
weakness in economic performance.

It is certainly true that the Government’s spending 
cuts are having a negative impact on the labour 
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market, but such a policy should be viewed in the 
wider context of the UK’s budget deficit. Indeed, 
the current turbulence in the eurozone shows the 
impact that poor public finances can have on national 
economies.

But such turbulence may well require a policy 
response from the Government to counter the impact 
it may have on the UK economy. George Osborne 
will be hoping that the increase in quantitive easing 
last week will provide an adequate response. But he 
is likely to come under increasing pressure to loosen 
fiscal policy before his Autumn statement next month.

Indicator Reference period Rate

Unemployment (ILO) Jun - Aug 2011 8.1%

Claimant Count September 2011 5.0%

Employment Jun - Aug 2011 70.4%

Y-o-Y Average Weekly Wage Growth Jun - Aug 2011 2.8% inc bonus

1.8% exc bonus

Table 1: Key statistics

Figure 1: Claimant count rate in Bradford

Source: Nomis
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The claimant count in Bradford has undergone a 
steady rise in recent months. And unlike most other 
cities, Bradford’s claimant rate is now at its highest 
rate at any point since the onset of the recession.

JSA Claimants: Bradford, September 2011

Change in  JSA claimant count rate Feb 2008 - Sep 2011 2.7%

Change in number of  JSA claimants Feb 2008 - Sep 2011 8,960

Claimant count rate Sep 2011 5.6%

Total JSA claimants Sep 2011 18,200

Claimants per live unfilled JCP vacancy Sep 2011 10.2

See more city by city comparisons at 
www.centreforcities.org/citytracker

http://www.centreforcities.org/citytracker


Demand falls for part-time working

As noted previously there was a sharp increase 
in the unemployment rate in the three months 
to August 2011. Unemployment rose by 0.2 
percentage points from the three months to July to 
reach 8.1 percent. This is the highest unemployment 
rate since July 1996. That said, it should also be 
noted that this is still well below the 10.7 percent 
peak in unemployment seen in the aftermath of the 
recession of the early 1990s.

The main driver of this increase was because of a 
reduction in the employment of part time workers. 
Figure 2 shows the change in part time and full time 
working in the three months to August relative to the 
three months to May. Almost all of the decrease in 
employment was as a result of a fall in part time working 
– there were just 2,000 fewer people working full time.

Figure 2: Change in employment, Jun - 
Aug 2011 compared to Mar - May 2011

Source: ONS

Looking at this data in more detail also shows that 
there has been an increase in the number of self 
employed people. The number of employees working 
full time fell by 58,000, but this was almost totally 
offset by a rise in the number of self employed 
people doing a full working week. The reasons for 
this are unclear. Employers could be reclassifying 
their staff as self employed. Or due to a lack of 
job opportunities people may be looking to create 
employment opportunities for themselves.

In contrast the North East has seen a contraction 
in both public and private sector employment.  This 

national labour market

suggests that  Sunderland, Newcastle and
Middlesbrough are likely to be struggling to create 
new employment.

Youth unemployment rises but is yet 
to breach the one million barrier

The increase in headline unemployment was 
mainly accounted for by an increase in youth 
unemployment. The number of 16-24 year olds 
who are unemployed increased by 74,000 in the 
three months to August, making up 65 percent of 
the total rise in the number of people out of work. 
There are now 991,000 people under the age of 25 
unemployed in the UK.

Bonus pay slashed in the public sector

In line with recent rises in public sector job losses, 
as detailed in last month’s Labour Market Update, 
the public sector appears to be cutting back on its 
bonus pay too – the public sector (excluding financial 
services) was the only sector to see a fall in its bonus 
pay in the year to August 2011.

Interestingly the public sector does not fare so badly 
in terms of base pay growth. Once again excluding 
financial services (which inflates the figure further), 
base pay in the public sector increased by 2 percent 
compared to 1.8 percent in the private sector.

Both figures however are well below the inflation rate 
- inflation was recorded at 4.5 percent for August. The 
good news for the Monetary Policy Committee (MPC) 
is that wages are not pushing up the rate of inflation. 
This allows the MPC to keep interest rates at a historic 
low and increase the amount of quantitive easing the 
Bank of England undertakes, as announced last week. 
This is because current price rises are seen to be 
driven by international factors that domestic monetary 
policy has no influence over, and so looser monetary 
policy will have little upward impact on inflation.

The bad news for workers is that both their earnings 
growth continues to be outstripped by the rise 
in prices of the goods and services they buy and 
unemployment is rising. This likely to have a negative 
impact on consumer spending.
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The rising youth claimant count

A continued weakening in the labour market in the 
coming months will most likely mean that youth 
unemployment will surpass the one million barrier. 
But the crossing of this mark will be symbolic only 
– rising youth unemployment has already had a 
significant impact on some city economies.

Since the onset of the recession Rochdale has 
had the largest increase in youth unemployment, 
as shown in Table 2. Its youth claimant rate has 
increased by 5.1 percentage points and has doubled 
the number of young people claiming Jobseekers’ 
Allowance (JSA). It is followed by Doncaster and 
Grimsby, which have seen 5 and 4.8 percentage 
point increases respectively.

Table 2: Increase in youth claimant 
count rate, Feb 2008 – Sep 2011
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youth unemployment

Rank City Percentage Point Change

1 Doncaster 2.0

2 Hull 1.9

3 Sunderland 1.8

4 Grimsby 1.6

5 Rochdale 1.6

6 Blackburn 1.5

7 Gloucester 1.5

8 Bradford 1.4

9 Chatham 1.4

10 Birmingham 1.4

Rank City Percentage Point Change

1 Rochdale 5.1

2 Doncaster 5.0

3 Grimsby 4.8

4 Barsnley 4.2

5 Belfast 4.2

6 Birmingham 4.0

7 Sunderland 3.9

8 Wakefield 3.9

9 Swindon 3.9

10 Bradford 3.9

In the last year Doncaster has seen the largest 
increase in its youth claimant rate (as shown in 
Table 3) which is 2 percentage points higher than in 
September 2011. This is followed by Hull, which has 
seen a 1.9 percentage point increase, and Sunderland, 
which has seen a 1.8 percentage point rise.

While the flow of claimants on to Jobseekers’ 
Allowance shows which cities are facing ever larger 
youth unemployment problems, it does not show 

which cities have the largest problem. Table 4 shows 
the youth claimant rate for September 2011. Grimsby 
has the highest proportion of young claimants – 
around one in 10 young people claim JSA. This is 
followed by Hull and Rochdale.

Research on youth unemployment suggests that it has 
significant implications for the employment prospects 
of those affected in later life. For Grimsby, Hull and 
Rochdale in particular their high youth claimant rates 
are likely to have significant future implications for the 
performance of their economies too.

Table 4: Youth claimant count rate, Sep 2011

Table 3: Increase in youth claimant count 
rate, Sep 2010 – Sep 2011

Rank City Percentage Point Change

1 Grimsby 10.4

2 Hull 10.0

3 Rochdale 10.0

4 Middlesborough 9.9

5 Birmingham 9.8

6 Doncaster 9.7

7 Sunderland 9.4

8 Barnsley 9.2

9 Liverpool 8.5

10 Hastings 8.2
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