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1. 

1 .I 

1.2 

2. 

2.1 

Introduction 

The purpose of this Economic Update report is to inform Committee on recent 
trends and issues that impact on the North Lanarkshire economy and labour 
market. This is the third North Lanarkshire Economic Update. The previous 
edition considered the impact of the Coalition's changes to Employment and 
Support Allowance (ESA) and incapacity benefit, trends in the numbers 
moving on and off the JSA register and the Economic Recovery Plan for 
North Lanarkshire. Economic Update 2 has been placed in the Member's 
Library. 

Economic Update 3 considers the main trends in JSA before looking at the 
Scottish Government's new Regeneration Strategy, a report by the Resolution 
Foundation on when economic growth benefits people on low to middle 
incomes and the performance of North Lanarkshire's Working over the last 
year. 

JSA unemployment 

Despite three consecutive months of falling unemployment, December's JSA 
figure jumped up by 277 to 11,692. The three month reduction between 
August and December had seen the JSA load fall by over 1,000 claimants. 

Chart 1 : JSA load January 2010 to November 201 1 
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2.2 Long term unemployment is becoming an ever more critical issue for the 
area, as the upward trend for both 6 and 12 month unemployment has 
continued. Figure 1 shows how long term unemployment has changed since 
1985, with a sustained fall between 1994 and 2008. This is largely attributed 
to the strong growth of the North Lanarkshire economy during this time, as 
well as successful regeneration and employment initiatives. The economic 
recession of 2008-9 has reversed this progress and long term unemployment 
is now at its highest level since 1997. 

Figure 1: Long term unemployment in North Lanarkshire 1985 to 2011 
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2.3 The second chart in Figure 1 shows a notable dip in long term unemployment 
in 2010. This coincided with the introduction of the Future Jobs Fund which 
provided six month job placements to unemployed people. In North 
Lanarkshire, the Fund supported over 1,000 unemployed individuals into paid 
employment and it helped reduce the number of long term claimants. Once 
the funding for the programme was withdrawn, the figures increased again. 
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3. 

3.1 

3.2 

3.3 

The implication from these charts is that direct intervention is required to 
address the long term unemployment issue and that interventions such as 
Future Jobs Fund can be successful in achieving this aim. 

Economic growth 

A return to economic growth is critical to help reduce unemployment, 
particularly in the face of the Coalition Government’s deficit reduction and 
welfare reform policies. These policies will see a significant reduction in 
Government spending as well as cuts to unemployment and inactive benefits, 
including Job Seekers Allowance and Employment and Support Allowance. 
Economic growth (increases in the total amount of goods and services that 
the country produces) should therefore help create employment and jobs. 

The Scottish economy is expected to have grown only slightly in 201 1, with 
independent forecasters expecting growth of between 0.6% and 1.25%’. 
Mackay Consultants expect the Scottish economy to grow by over 2% in 201 2 
and 201 3, which will be a marked improvement on 201 1. Ernst and Young’s 
Scottish ITEM Club is less optimistic and forecasts growth of just 1 .I% in 
2012. More worryingly, they predict that 201 2 will also see a fall in 
employment while economic growth is expected to be sluggish until at least 
2015. 

The following chart reflects the growth of the North Lanarkshire economy 
between 1998 and 2008, and how this has compared to Scotland and the UK. 
The local economy performed particularly well throughout the late 1990s and 
2000s outstripping growth in both Scotland and the UK. That was until the 
recession in 2008-09, where the impact on North Lanarkshire was more 
severe. The impact of this fall has been significant redundancies, business 
closures and unemployment, which is still being felt today. 

Chart 2 

GVA Growth Rates, 1998-2008 
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Economic growth forecasts include: Fraser of Allander Institute, 0.8%; Bank of Scotland, 1 

1.25%; Ernst and Young 0.6% and Mackay Consultants at 1.1 %. 
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4. 

4.1 

4.2 

4.3 

4.4 

Source: Slims Consultants 
Scottish Government’s Regeneration Strategy 

In December, the Scottish Government launched its regeneration strategy, 
Achieving a Sustainable Future. The strategy follows on from the Discussion 
Paper published in February, to which the Council submitted a response. The 
new strategy states that the Government’s vision for regeneration is ‘a 
Scotland where our most disadvantaged communities are supported and 
where all places are sustainable and promote well being.’ 

In order to achieve this vision, organisations across the public, private and 
third sectors must work together in a holistic way to ensure that economic, 
physical and social needs of communities are addressed. The strategy 
identifies a number of different initiatives and approaches that partners can 
undertake to encourage regeneration of local communities. This ranges from 
a new People and Communities Fund and charitable bonds and to the Capital 
Investment Fund and Tax Increment Finance Initiatives. 

0 The People and Communities Fund will provide f7.9million a year from 
201 2 to 201 5 to promote and support community led regeneration. This 
funding includes previous Wider Role funding and will be targeted at local 
community ‘anchor organisations, such as Registered Social Landlords 
(e.g. Clyde Valley Housing Association). It will also provide support for 
community ownership and community capacity building. 

0 The Capital Investment Fund will support physical development such as 
land remediation, infrastructure improvements and support for town 
centres. This fund will not be solely focussed on Urban Regeneration 
Companies and will instead also support Community Planning 
Partnerships or local communities. The Fund encompasses the Vacant 
and Derelict Land Fund and JESSICA. 

Responses to the original discussion paper highlighted the need for the 
Scottish Government to provide strategic leadership in delivering regeneration 
and identify what the Government sees as the roles and responsibilities for 
different partners involved in regeneration. The strategy states that local 
authorities, as lead statutory partners in Community Planning Partnerships, 
are well placed to coordinate economic development and regeneration 
activity. However, the strategy emphasises that regeneration is best delivered 
through Community Planning Partnerships which have the right organisations, 
community groups and people involved in shaping local strategies. 

The strategy commits the Scottish Government to a number of actions 
including: 

0 

0 

0 

0 

0 

Undertaking a national review of town centres in 2012 which will scope 
out potential solutions to issues faced by town centres; 
Continue to fund and encourage Business Development Districts; 
Work with housing providers to deliver 30,000 affordable new homes over 
the next five years; 
Introduce Reform of Empty Property Relief aimed at introducing 
incentives to bring vacant premises back into use; 
Identifying opportunities for the private sector to support local 
partnerships. 
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4.5 In their election manifesto, the SNP government committed to creating four 
new Enterprise Areas in Scotland. On 17th January, the Scottish Government 
announced 14 sites that would form Enterprise Areas in Moray, Highlands, 
Edinburgh Midlothian and Ayrshire. From the time of the SNP pledge in their 
manifesto, North Lanarkshire Council made several attempts to engage with 
Scottish Enterprise, which was the lead agency in the process to identify what 
criteria would be used to make decisions on these new areas. However, 
there was no opportunity for local authorities to participate in the process or 
put forward potential opportunities for Enterprise Area status. In contrast, the 
introduction of Enterprise Areas in England followed an open application 
process where stakeholders were asked to present the business case for 
their area. The Council also commissioned consultants to undertake a 
scoping study of potential Enterprise Area sites in North Lanarkshire, and this 
study was shared with Scottish Enterprise. 

4.6 Achieving Enterprise Areas status will likely accelerate regeneration in these 
areas as each area will be able to offer incentives to potential investors and 
therefore be able to attract new investment to the area. 

5. The role of economic growth in improving low and middle incomes 

5.1 The current economic situation means that strategies for regeneration and 
improving the economy are ever more important. While the last fours years 
have been characterised by recession, high unemployment and businesses 
closing down, the decade before then was one of a growing economy and 
more people in work. With these improvements, it would be expected that 
incomes would increase in line with better economic growth. A recent report 
by Resolution Foundation titled ‘When does economic growth benefit people 
on low to middle incomes - and why?’ suggests that this is not always the 
case. 

5.2 The paper looked at the pattern of economic growth, household incomes and 
government benefit payments in 17 countries between 1979 and 2004. In the 
UK, the study found that earnings for low and middle income households did 
not increase much during the time period. Households in higher income 
groups did see their earnings rise. However, when households on low 
incomes did get better off it was because of an increase in government 
benefits, rather than as a result of growth in the economy. The researchers 
then conclude that, on the whole, economic growth within this timeframe has 
not trickled down to low income households. This also highlights the 
importance of providing benefits, because without them, even when there is 
economic growth, wages and employment have not stepped in to fill the gap. 
Looking at other countries, the study finds that in areas where benefits to low 
income households haven’t risen, these households did not see their earnings 
rise, even when the economy was growing. 

5.3 This research underlines the importance of developing local structures and 
mechanisms to ensure that the most disadvantaged people are able to fully 
share in the proceeds of economic growth, for example, by targeting 
employment support at those furthest from the labour market or introducing 
community benefit clauses in procurement where large construction contracts 
require the organisation to recruit unemployed residents. 
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Supporting individuals who have been out of work for long periods is a key 
aim of North Lanarkshire’s Working, which is becoming an ever more critical 
intervention in the face of the low economic activity across the UK and the 
introduction of the Coalition Government’s welfare reforms. The report by the 
Resolution Foundation highlights the importance of government benefits in 
supporting individuals to take advantage of economic growth: as the 
government is now cutting benefit levels, supporting those on low incomes 
and the long term unemployed will be vital to addressing worklessness in the 
North Lanarkshire area. 

8. Recommendation 

8.1 Committee is asked to note the content of the report. 

Head of Regeneration and Infrastructure Services 

Local Government Access to Information Act: for further information about this 
report, please contact Stuart MacMillan 01698 302 814. 
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Annexe 1 - Economic trend monitor 

Zconomic growth 

ndicator 
Trend over 

Current Trend over Impact on North 
Frequency past 3 

months 
Lanarkshire level past year 

3DP Growth in Scotland Quarterly 0.20% J3 

GDP at 
level 

Inflation 

Low growth or recession in 
Not Scotland will affect demand 

applicable for goods and services in the 
local area. 

Up to date GDP data is not 
available for the North 

Lanarkshire area, but GDP 
over the last two years is 

Jorth Lanarkshire Nc. Not ’ .20% available applicable Yearly 

When 
sig n if icant 5.0% 

change 

expected to have fallen. 

High levels of inflation affect 
the purchasing power of 

residents, particularly those 
on low incomes. Goods 

0 

Actions being taken I 
what more can be 

done 

The Council’s activities 
do not significantly 
affect Scottish GDP 

levels. 

At a local level, several 
Council lead activities 

can support the 
economy, such as the 
Building for the Future 
Programme, Schools 

and Centres 21 and the 
Capital Programme 

which will all positively 
impact on the 

Construction sector in 
the local area. 

Not applicable 

Input 
required 
from ... 

Regeneration 

Regeneration 

Regeneration 



Interest rates 

occurs 

When 
significant 

change 0.50% 

occurs 

become more expensive 
relative to income or benefits 

being paid by the state. 

Low interest rates mean 
lower costs for borrowing 

money, which should lead to 
higher levels of investment 

as financing projects 
c3 becomes cheaper. Not applicable 

Low interest rates also affect 
savers and lowers the return 

on individual savings 
accounts. 

Regeneratil 

Business support P 
Indicator 

Number of active 
enterprises in NL 

Frequency 
Trend Actions being taken / Input 

from ... 
what more can be required Impact on North 

Lanarkshire 

Trend 
over over past 

Current 
level past year 3 months done 

6,660 

(2009) 
Yearly 

Number of new bank Yearly 51 2 
accounts opened by NL 

Not 
applicable 

n 

Business Gateway contract in North Regeneratiot 
A thrivina business sector 

Y Lanarkshire is with growing numbers of 
performing to target, 

active enterprises should Regeneratior which should see lead to increases in 
approximately 550 new employment local GDP 



based businesses levels as well as lower business start ups in 
unemployment. the area this year 

These two indicators 
suggest a more buoyant 

business sector. 

Labour market and 
Employment 

Indicator 

I 
Actions being taken I 

what more can be 
done 

Current Trend Trend Impact on North 
Lanarkshire Frequency over past over past 

year 3 months 
level 

I 
Actions being taken I 

what more can be 
done 

I m . r - r +  nn Nn+ Trend Trend e. .-"-..-a 
Fr 

Input 
required 
from.. . 

Number of people claiming 
JSA 

Number of young people 
claiming JSA 

Monthly 11,417 

Monthly 3,330 

North Lanarkshire's 
Working has supported 

unemployment and over 1,000 individuals 
into work so far this 

year 

The Service has a 
project that provides 

employment 
opportunities for young 

unemployment and people called Xtra 
Hands which has 

supported almost two 
hundred 16-1 8 year 

olds into employment 
so far this year. In 

Higher levels of 

worklessness 

Higher levels of 

worklessness among the 
youth population 

8 

Regeneration 

Regeneration 



Number of people claiming 
out of work benefit Yearly 38,120 

Employment rate 

Vacancies at Jobcentre 
Plus 

Yearly 70.4% 

Monthly 2,390 

a 

total, across all of the 
NLW programmes, 

over 400 young people 
have been supported 
into employment. The 

Council is also 
considering a youth 

jobs programme which 
would be similar to the 

Future Jobs Fund. 

NLW continuing to 
support long term 

benefit claimants in the 
area. The Work 

applicable Programme, delivered 
by NLC, started in June 

Higher levels of 
unemployment and 

worklessness 

Not 

Not Less people in employment D applicable 

and the contract is 
performing well. 

As above 

D 

The Council, through 
the Business Support 

Fewer employment Team and Business 
Gateway contract is 

assisting new start ups 
and existing 

businesses access 
finance and loans to 

opportunities for job seekers 
to take advantage of 

Regeneration 

Regeneration 

Regeneration 



Jobs lost in North 
Lanarkshire 

37 
Quarterly 63 

(2011-12) 

Jobs gainec 1,425 e in North 
Quarterly 

Lanarkshire (2011-12) 

Redundancies and job 
losses in the area can lead 

0 to increasing levels of 
worklessness and a drop in 

economic activity in the area. 

New jobs in the area can 
boost economic and 

potentially reducing 
unemployment 

G3 business activity while also 

help grow their 
business. This may 

increase employment 
opportunities. 

The Council continues 
to work with PACE 
partners to support 
individuals who are 

notified with 
redundancy. The figure 
for this year so far has 
been low. Pataks has 
recently announced 

108 redundancies at its 
workplace in 
Cumbernauld 

The Council is 
engaging with 

businesses in the area 
to highlight the work of 

North Lanarkshire’s 
Working and the role 
local businesses can 

have in reducing 
unemployment by 

taking on unemployed 
individuals through 

programmes such as 
Xtra Hands and 

Regeneration 

Regeneration 



Training for Work. 

The Council is also 
engaging with 

businesses who are 
potentially investing in 

the area, although 
there have been few 
job gains announced 

over Winter 201 1. 


