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Purpose of Report 

The purpose of this report is to provide Committee with an update on recent trends and issues 
with regard to the North Lanarkshire labour market and wider economy. 

Background 

The economic recession of 2008 - 2010 has had a significant impact on the North 
Lanarkshire labour market. The impact has been seen most clearly in the increasing 
number of people claiming Job Seekers Allowance (JSA), the number of redundancies 
announced in North Lanarkshire organisations and the number and type of employment 
opportunities available to North Lanarkshire job seekers. The impact of the economic 
recession therefore has important implications for employability services delivered by the 
Council and partners. 

Unemployment levels 

Overall, unemployment (measured by the number of people claiming JSA) has fallen during 
2010. However, this has not been a steady fall and instead there have been monthly 
increases in unemployment as well as decreases throughout the year. The number of 
people claiming Job Seekers Allowance fell by 1,160 claimants between January and 
December, to the current level of 11,084 (chart 1). February saw the highest number of 
claimants in 201 0 at 12,403 which represented 5.8% of the working age population 
claiming JSA. The lowest level was in October when unemployment fell to 10,650. The 
JSA rate has now fallen to 5.2% which, despite the welcome fall, is still significantly higher 
than the Scottish (4.0%) and UK (3.5%) rates. 

Chart 1: Job Seeker Allowance levels in North Lanarkshire 2010 
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Chart 1 also shows the unsettled pattern of JSA levels throughout the year. This makes it 
difficult to predict the future path of JSA, particularly as November and December 
witnessed increases after three consecutive months of falling JSA between August and 
October. 



3.3 Previous committee reports have considered the impact of the recession on young people. 
Since the onset of the recession in 2008, youth unemployment has risen significantly, from 
1,580 in January 2008 to a high of 3,885 in February 2010 (an increase of 145%). 

largest fall among all of the age groups in North Lanarkshire, followed by the 25-34 age 
group where JSA levels fell by 215 (Chart 2). All age groups experienced an overall 
reduction in JSA levels in 2010. 

1 However, 201 0 has seen youth unemployment fall by over 600 claimants. This was the 
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Chart 2: Change in JSA levels for age groups in North Lanarkshire 2010. 
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3.4 Compared to other local authorities in Scotland, North Lanarkshire has the second largest 
number of JSA claimants in Scotland (Table 1). That said, North Lanarkshire has also 
seen the largest fall in the claimant count this year in Scotland, with a decrease of 1,160 
claimants. The explosion in JSA in North Lanarkshire since 2008, combined with the 
recent falls this year, reflect how responsive the local labour market is to changes in the 
national economy. As the UK and Scottish economies ground a halt throughout 2008 and 
2009, unemployment in North Lanarkshire increased significantly. Yet, as the economy 
returned to growth (albeit at low levels), so unemployment in North Lanarkshire has also 
started to recover to a degree. 

Table 1: JSA levels in selected local authorities in Scotland 2010 

I Localauthority I January 1 December I Change I 
1 Glasgow City I 24,815 I 24,655 I -1 60 I 
1 North Lanarkshire I 12,244 I 11,084 I -1,160 I 

~~ I South Lanarkshire I 9,698 - 1  8,760 r --93c I 

4. The prospect of recovery 

4.1 The main factor in improving labour market conditions and reducing worklessness will be a 
return to economic growth. Growth in the UK economy fell by 0.5% in the last three months 
of 201 0. The previous four quarters had each seen positive economic growth, and this 
recent fall has come as a major surprise to forecasters, as the economy had been expected 
to grow by between 0.2% and 0.6%. 
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The severe weather conditions in December have been blamed for the fall in growth. The 
Construction sector was the hardest hit, with a contraction of almost 3.5%. Almost all other 
sectors witnessed a fall in growth with the exception of Manufacturing, Utilities and 
Agriculture which all posted positive growth. Figures for Scotland have not yet been 
released. 

The Ernst and Young Scottish Item Club forecasts growth of 1.1% in the Scottish economy 
in 201 1, followed by growth of 2.2% in 2012. However, this forecast predicts a jobless 
recovery with very little employment growth in 201 1 and 2012. One of the main factors 
behind this is the public sector changing from a job creator to a sector operating on much 
more limited budgets and funding constraints. Around 6,000 jobs are forecast to be 
created across Scotland, which pales in comparison to the near 200,000 that were lost as a 
result of the recession. Further afield, Euroframe, a group of respected economic 
forecasting and research institutes in Europe, is forecasting growth in the euro area of 1.6% 
in 201 1 and 1.7% in 2012. Economic growth in the euro area will be an important factor in 
UK and Scottish economic growth as it is a major trading partner source of exports for 
domestic firms. 

The impact of price increases: VAT to 20% and world food prices 

Committee has previously noted the threats and risks to the labour market recovering to its 
pre-recession levels. These risks include: 

0 Changes to Housing Benefit, Disability Living Allowance and tax credits in the 
Coalition Government’s Emergency Budget in 201 0, which is reported to reduce the 
amount of benefit paid to North Lanarkshire residents by between f40million and f48 
million 
Reassessment of all individuals currently claiming incapacity benefit 
The end of the Future Jobs Fund which provides six months work placements for 18- 
24 year olds 

0 

0 

In addition to the above, from 1’‘ January 201 1 , Value Added Tax (VAT) will increase to 
20% from 17.5%. VAT is a tax that is charged on a number of goods and services. It is a 
consumption tax, which means that it is applied at the time that the good or service is 
purchased. Goods that are exempt from VAT (zero rated) include food, domestic fuel, 
newspapers and children’s clothing. 

It can be argued that the VAT increase will hurt the poorest in society because it is a net 
increase in prices. The VAT increase will hit those with high expenditures relative to their 
incomes the hardest, and those on lower incomes tend to spend more of their incomes, 
compared to those on higher incomes who may have a tendency to save more. 

In addition to price increases as a result of higher levels of VAT world food and fuel prices 
are also on the increase. The United Nation’s index of world food prices - a comparison of 
international prices of food items including wheat, corn, dairy produce, meat and sugar - is 
currently at its highest level since 1990. The price of wheat is also expected to increase in 
the coming months which will raise production cost of everything from pasta to biscuits. 

Furthermore, the price of a barrel of oil is set to rise to over $100 a barrel. At the height of 
the fuel increases in 2008, oil peaked at a little under $150 a barrel and this lead to major 
hikes in the prices of domestic energy prices as well as the costs of petrol and diesel. Both 
the food and fuel price increases and the increase in VAT will likely lead to an increase in 
UK price inflation. 

Implications for North Lanarkshire 

The year has ended with some generally positive news from the labour market, with JSA on 
a downward trend throughout the year. In particular, the level of youth unemployment has 
seen encouraging falls, helped in no small part by the Future Jobs Fund which has 
provided over 880 young people in North Lanarkshire with six month’s paid employment. 



,‘ 6.2 However, with the economy recovering slowly and unlikely to bring significant employment 
opportunities, there is a risk that claimant count unemployment stays around the 8,000 to 
12,000 level in 201 1. It is expected that more people will move onto JSA as a result of the 
reassessment of Incapacity Benefit claimants and changes to lone parents moving off of 
income support and onto JSA, which could swell the JSA count. 
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6.3 The changes to the benefits system and the increases in VAT to 20%, coupled with the 
rising price of food and fuel, will likely reduce the relative incomes and spending power of 
the poorest residents in North Lanarkshire. As a result, there is little doubt that 201 1 will be 
a very challenging year for many of North Lanarkshire’s poorest residents. 

6.4 The Regeneration Service is assessing all the options available to assist in addressing 
these issues. Critical to this is ensuring that North Lanarkshire’s Working provides an 
effective and responsive service for local unemployed people and, secondly, that the 
Council and its partners considers all opportunities to increase local economic growth. So 
far this year, North Lanarkshire’s Working has supported 978 North Lanarkshire residents 
into employment and is on track to achieve all of its main targets. 

6.5 The Leader of the Council and Senior Council Officers recently met with the Under 
Secretary of State for Scotland, David Mundell MP, where the above issues were raised. 
The Council has asked for further discussions with the Westminster government, including 
the Minister for Work and Pensions and the Treasury Office. 

7. Conclusion 

7.1 The economic recession continues to have a major impact on the North Lanarkshire 
economy and its residents. Regeneration Services will continue to monitor these impacts 
and work with our partners to assess what the Council can do to improve support to those 
who need it most. 

8. Recommendations 

8.1 It is recommended that Committee: 

i) Note the contents of the report and the meetings being held with the Under Secretary 
of State for Scotland. 

Local Government Access to Information Act: for further information about this report, 
please contact Stuart MacMillan 01698 302 814. 


