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A A DIGHT
15 January 1987

MR P L PATTERSON
COMBINED RELEASE OF LABOUR MARKET STATISTICS ON 14 JANUARY

The Chancellor has seen and was grateful for your minute of
13 January.

WJF/J aHf

ANTHONY DIGHT
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Treasury Chambers 4 FIAR 170
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London SW1P 3AG

I am concerned about my Department's inability to produce
self-employment estimates for local areas except, once every tcn
years, from the Census of Population. The new national
unemployment rates which we produce do of course include the
self-employed in the denominator. It is a particular disadvantage
that this cannot also be done for the monthly local unemployment
rates because we do not have the data. As a result, we publish
local unemployment rates which are significantly higher than they
would be if they were to include the self-employed and, of course,
compare unfavourably with the new national rates.

I answered a Lords Question today from Lord Campbell of Croy about
the computerisation of the national network of offices of
inspectors of taxes. From the briefing I received for this, I
discovered that it may well be possible to exploit the
computerisation of Schedule D operations to produce local estimates
of self-employment. I also gather that the computerisation of
Inland Revenue work may bring positive benefits for our benefit
fraud work. John Lee will be following this up in detail with
Norman Lamont but I would like to stress how important I think it
is that our officials work together closely to exploit fully these

potential benefits.
(.\.’e(
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David Young wrote to you on 3 March expressing his concern
about the lack of self employment statistics for local areas
and suggesting that it might be possible to derive such
estimates using the computerisation of Inland Revenue's
Schedule D operations. I share his concern in this area. My
Department currently publishes local unemployment rates which
are both significantly higher than they would be if the
denominator included self employment, and inconsistent with
the main national and regional rates which do include self
employment. I do not find this position acceptable given the
growing importance of the self employed in our economy.

Following David Young's letter, officials in DE and IR have
identified a method for producing local area self employment
estimates using data extracted from the CODA system. I would
like to proceed to develop this method and produce local area
estimates as quickly as possible. In view of the importance
of local unemployment rates and my Department's responsibility
for employment statistics, I would meet the additional costs
of this work, which I understand to be development costs of up
to £1.1m and running costs from 1990/91 of £450,000 p.a.,
within my overall resources.

However, I understand that Inland Revenue could not take on
this extra work without your agreement to any necessary
changes in the priorities being given to various parts of
their work schedule. I hope you will be able to agree to this
important work being given the priority necessary for results
to be produced in mid 1990 which is, I understand, the
earliest practical date.

(S=XS o \Y;‘\\\‘Q\f\\;;a\.
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NORPMAN BOWIER
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1. “Mr Fowler's letter. of 13 July ashkai for youw'to agree that the
Inland Revenue makes the necessary changes to the CODA system to
enable local estimates of self-employment to be obtained from it.
The current lack of these statistics means that DE's published
local unemployment rates are not only inconsistent with the main
regional and national figures but they also give an unemployment
rate significantly higher than if they were included. Mr Fowler
confirms that he is prepared to meet the additional costs of this
work — up to £ml.l in development costs and £450,000 pa running

costs from 1990/91 - from within his overall resources.

2. I had a conversation about this with Lord Young (when briefing
him to answer a PQ on our behalf in the Lords) early this year
which set the latest initiative in train. This letter follows
detailed work which has since been carried out by officials at DE

and Inland Revenue and which has concluded that CODA provides the
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only viable mechanism for obtaining local self-employment
statistics. The resource requirement in manpower terms for this
work is comparatively modest, representing around 6 to 10
man-years of effort. But, as you know, our resources at the
Telford Development Centre are very tightly constrained and we
will have to bring in more people from the private sector to
enable us to do the necessary work. The major cost, however, will
be the purchase of the software needed to ensure that all our

records are postcoded.

3. The postcoding exercise is something that we would have
wanted to to anyway when we had the resources in order to secure
from the Post Office further discounts on postal charges but the
offer from the Secretary of State to pay for it enables us to do
SO sooner. In order to meet DE's needs, we need to spend some £m3
in 1988/89; a further £m3 in 1989/90 and running costs thereafter,

as Mr Fowler says, of the order of £450,000 pa.

4. By bringing in additional support from the private sector we
could avoid any adverse effect on our current work, including that
needed for ILndependent Taxation. But the PES bids we have made
are tightly drawn as a basis for meeting our existing priorities.
We could not take on any further work for Department of Employment
unless they are prepared to transfer the necessary resources to
us. Mr Fowler has agreed that his department would meet the
additional costs of the work. His department will, therefore,

presumably be prepared to transfer the necessary PES provision to

uSo
Do I attach a draft reply to Mr Fowler which seeks confirmation
of this.

o Slok

STEVE MATHESON

CONFIDENTIAL



3

(;);

DRAFT REPLY FROM THE CHANCELLOR TO THE
SECRETARY OF STATE FOR EMPLOYMENT

Your letter to me of 13 July asks for my
agreement to the proposal that the Inland
Revenue undertakes the work necessary to
derive local self-employment statistics from

the Schedule D computerisation project.

Changes in the priorities being given to the
Revenue's work schedule will in part be
determined by the outturn of the current PES
discussions with the Department and the

L

Treasury,bﬂt&\subject to ‘that , .1 sam vcontent

for this additional work to be done on the
basisvésﬁyou proposecy ' at you will meet the
additional costs from w1th1n your overall
resources. th&e—weii;b& development costs of
some £m% in both 1988/89 and 1989/90, and
running costs;;aa—yeu-sa§5 of some £450,000
per annum thereafter. It will be necessary
to arrange a transfer of PES provision from

&t 4 f
your department to the Inland RevenuerheﬁA

the current PES round hqg-beea.&ﬂmpla&ad»

NIGEL LAWSON
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The Rt Hon Norman Fowler MP
Secretary of State for Employment
Caxton House

Tothill Street

LONDON SW1H 9NF
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Your letter to me of 13 July asks for my agreement to the proposal
that the Inland Revenue undertakes the work necessary to derive
local self-employment statistics from the Schedule D
computerisation project.

Changes in the priorities being given to the Revenue's work
schedule will in part be determined by the outturn of the current
PES discussions with the Department and the Treasury. Subject to
that, I am content for this additional work to be done on the basis
that you propose, viz that you will meet the additional costs from
within your overall resources. These will comprise development
costs of some £4m in both 1988/89 and 1989/90 and running costs of
some £450,000 per annum thereafter. It will be necessary to
arrange a transfer of PES provision from your department to the
Inland Revenue after the current PES round.
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Thank you for your letter of 29 July to John Turner. You (ﬂpn%mAthﬁ
explained that the Prime Minister was concerned at the '

proportion of YTS trainees participating in schemes run by
local authorities.

I should explain that only in a minority of cases are these
YTS trainees directly employed by the local authorities
attached. The analysis of YTS trainees by sector in the annex
to my Secretary of State's minute, understates the
participation of employers from commerce and industry in YTS
since many organisations which run YTS schemes do so as
managing agents. The managing agents extensively involve
other employers in their schemes: typically, local authorities
acting as managing agents (often through colleges of further
education) provide the required off-the-job element which is a
feature of the bulk of all YTS schemes, while local industry
and commerce provide on the job training and work experience.

In addition, local authorities provide a high share of
"premium"™ places ie places for initially hard-to-place
youngsters with special needs and in areas where there are
insufficient employer-based places. Premium places make up

only 15% of all YTS places, but local authorities provide just
under half of the premium places.

It is the Department's objective to reduce the level of non-
employer led premium schemes. However, this will take time,
particularly while YTS absorbs the effects of the forthcoming
changes in the entitlement of young people to supplementary
benefit. My Secretary of State is therefore satisfied that,
as matters stand, the Government could not fulfil its

guarantees to unemployed 16 and 17 year olds without the level
of places which local authorities provide. :



I am copying this to Private Secretaries to members of the
Cabinet, Michael Stark and Trevor Wooley.

%MMWD ’
Shots, G,

BEVERLEY EVANS
Private Secretary
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BENEFIT SANCTIONS

I was pleased to receive your agreement, in your letter of 10 September, to my
proposal to strengthen the benefit sanctions provisions applying to people who
refuse or leave training and I am grateful for your agreement to include the
amendments in your Bill. Instructions have already been put to Counsel, both
on the general point and the more specific matter of ensuring that sanctions
will be available in connection with the Community Programme when it becomes
benefit plus.

I am content that our officials should keep in touch about the application of
sanctions to Jobclub refusers and that this point should be looked at when you
have completed the process of taking back Jobcentres and their related
functions. I hope that progress can then be made on this point, and on the
approval of JTS courses to which you refer. Sanctions will be right in
principle in these circumstances and, of course, will reduce Government
expenditure by way of the benefit savings they will produce.

I am copying this to H Committee colleague and to Sir Robert Armstrong.

JOHN MOORE
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BENEFIT SANCTIONS

Thank you for your letter of 2 September about the application
of benefit sanctions to the voluntarily unemployed.

I agree that the same benefit sanctions should apply to
approved training as currently apply to employment. We also
need to ensure that we can apply the same sanctions to
participants in the new Community Programme: as you know
whereas CP participants are currently "employees" for this
purpose they will in future be treated as "trainees". The
change to the law on benefit sanctions would not of course
affect the position of YTS trainees since 16-18 year olds will
in future be prevented from claiming benefit. The new JTS
would not automatically be affected but there may be a case
for making the new JTS "approved" training once it has become
an established scheme.

I am happy to include this amendment in my Bill but as you
know I am also working on a tight timetable and would
therefore appreciate it if your solicitors could draft
instructions to Counsel as quickly as possible.

Turning to Jobclubs, I am glad to have your confirmation that
the existing powers in the 1975 Act are already wide enough to

1
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cover people who refuse a place on a Jobclub. As you know, I
am in the process of taking back from the MSC the Jobcentres
and a number of associated functions (including Jobelubs) and
creating from them and the Unemployment Benefit Service a new
unified employment service operating within my Department.
Once this is in place at the end of October I intend to see
how we might use the Restart process to be tougher than
hitherto in testing availability for work and in following up
those who, for no good reason, refuse to take up the help on
offer from the Jobcentre. I think it would be appropriate to
consider the application of sanctions to people who refuse a
Jobclub place in that wider context, rather than make a
separate announcement on the subject. If you agree, I will
ask my officials to keep in close touch with yours about our
developing proposals.

I am sending copies of this letter to the members of H and to
Sir Robert Armstrong.

R

NORMAN FOWLER & .

5 ;
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YTS IN THE- PUBLIC SERVICE

The Prime Minister has seen your letter to me of

18 September about YTS in the public service. ka% a ‘

The Prime Minister remains concerned about the scale of
local authority involvement in YTS and has noted that areas
where trainees are difficult to place may al be those where
the local authority itself is not well run (Liverpool,
Sheffield and Manchester for example). With the changes in
employment policy, including withdrawal of benefits from 16-18
year olds and making the Community Programme benefit plus, the
Government is likelv to be attacked for "forcing" people into
what will be reported as "inadequate programmes". This makes
it all the more important to ensure that the quality of the
programmes is high.

v

The Prime Minister has asked that your Secretary of State
should review the arrangements for monitoring the quality of
both YTS and JTS, including the type of work placement
provided and the success rate in gaining employment at the end
of a scheme. In the meantime she would be glad to receive a
report summarising what information is currently available on
these matters.

The Prime Minister would also like to take stock later in
the autumn of progress towards the changes announced in the
Conservative Party Manifesto, and more generally to review the
employment strategy. We shall be in touch to arrange a time,
probably in the early part of November. I should be grateful
for a paper in due course which could serve as a basis for
discussion.

I am copying this letter to Jonathan Taylor (HM Treasury)
and Trevor Woolley (Cabinet Office).

DAVID NORGROVE

Ms Beverley Evans
Department of Employment.
CONFIDENTIAL
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PRIME MINISTER

EMPLOYMENT STRATEGY — | : ;

Objectives

The objectives of our employment strategy for this Parliament must

be to maintain the growth in employment of the last four years and
the downward trend in unemployment which began in the middle of

last year.

Growth in employment will depend mainly on our economic
performance and the effective operation of the labour market, and
the prospects remain encouraging. I shall seek to develop the
programmes to support employment growth for which I am
responsible. They include the Department's Small Firms, Tourism,
and Enterprise measures (including the Enterprise Allowance
Scheme) designed to promote self-employment and employment growth
in small firms, and the important work of the MSC to encourage
employers to improve through their own training arrangements the
skills of their managers and other employees so that we match the

efforts and achievements of our competitors.

This paper, however, focusses on the narrower but crucial issues

of what further action we can take

- to get longer term unemployed people back into

the effective labour force and
= to tighten up the benefit regime=«in the naw L
Employment Service so that only those
genuinely unemployed receive benefit.
These are the two main approaches we need to develop further in

order to secure a continuing reduction in unemployment.

CONFIDENTIAL
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The Current Position - falling unemployment and youth

unemployment

The fall in unemployment could not have occurred withont the
growth in jobs associated with six years of sustained economic
growth. But the timing and rapidity of the fall in unemployment
over the last 15 months owe much to the measures introduced over
the last 18 months to tighten benefit procedures and create
incentives for people claiming benefit to return to work. Since
1982 the economy has grown at an average annual rate of 3% but,
despite this, unemployment continued to rise until May 1986. The
lesson is clear. To reduce unemployment, employment growth must
be accompanied by effective measures to help and encourage
unemployed people back to work and to ensure that unemployment
benefit claimants do not remain on the count when they are no
longer unemployed. There was clear evidence of the need for such
measures in the Labour Force Survey for 1985, before our recent
measures were introduced, which showed that those seeking work

fell between Spring 1984 and Spring 1985 (from 2.91 million to

2.81 million) whereas during the same period the monthly claimant

count actually increased by 160,000 to 3.13 million.

It is significant that the fall in unemployment has occurred
during a period when a succession of measures has been introduced
which have the effect of tightening the benefit regime -
compulsory Restart, Availability Testing, the deployment of
Claimant Advisers. The average monthly fall in seasonally
adjusted unemployment is now running at about 40,000. Much of
this is directly attributable to the increase in the number of
jobs available. But DE statisticians estimate that about half of

the “£211 @Ay be attributable to the effect of the above measures.@=

Unemployment for school leavers is no longer the major problem.

For young people under 18 we are already in a position to fulfil
the first of the Manifesto guarantees - "a place on the Youth
Training Scheme for every school leaver under 18 who is not going

directly into a job". This in turn makes it possible to withdraw

CONFIDENTIAL
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benefit entitlement altogether from this age group and that will
be done next year when the necessary powers are available. There

is no longer need for any young person under 18 to be unemployed.

The New Priority - helping long-term unemployed adults back to

work

Long-term unemployment of adults has now replaced youth
unemployment as the key problem. This includes the crucial 18-25
age group. So the main thrust of my policy needs to be in two

main directions:

= to help long-term unemployed adults to achieve
the motivation and skills they need in order
to get back to work and take advantage of the
expanding Jjob opportunities of a growing

economy, and

= to intensify our efforts to ensure that only
the genuinely unemployed are claiming benefit

and therefore counted as unemployed.

With the rapid decline in unemployment over the last 15 months, we
have reached a turning point in our programmes for the adult
unemployed. I agreed in PES discussions to abolish some schemes
which are not focussed on the long-term unemployed, including the
Job Release Scheme and the New Workers' Scheme, and to reduce
expenditure on other traditional employment and training measures.
The objective now is, with the remaining resources, to aim our
programmes mainly at the long-term unemployed covered by our
Manifesto commitments - that is the 18-25s with 6-12 months'
unemployment and the 18-50s with over 2 years' unemployment - and

getting these groups back to work.

CONFIDENTIAL
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At present our approach to helping the long-term unemployed back

to work is too short-term and piecemeal. Our programmes are

dominated by the Community Programme - a temporary employment
programme with little training content and an indifferent record
in helping people back into permanent employment. We are
expanding the Job Training Scheme to provide training for some of
those who have been unemployed for 6-12 months. But these
separate approaches are unlikely to meet the requirements of a
future in which there will be an increasing number of Jjobs and {as
the number of young people entering the labour market falls
rapidly) an increasing demand for adults with the skills and

motivation to fill them.

We therefore need to refocus our programmes:

- to give the highest priority to long-term

unemployed people because they are the least

equipped to benefit from improvements in the

economy;

- to shift the emphasis of our provision for

this group away from 'make work' activity to

providing, through training, the motivation

and skills to help them get jobs; and

- to persuade employers to increase their

contribution to training the long-term

unemployed.

A proposal for a new approach is set out in paragraphs 12-15

below. This would be accompanied by a .stricter benefit.regime: .

outlined in paragraphs 16-18 so that we would have both better
targetted and more effective training for the long-term unemployed
and a further tightening up of benefit procedures to ensure that
they and other unemployed people took up the jobs, training and

other opportunities now available for them.

CONFIDENTIAL
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A Unified Training Programme for Unemployed Adults

I propose that we should bring together our present provision for
unemployed adults (the Community Programme, the new Job Training

Scheme and a range of smaller programmes) into a single unified

training programme for long-term unemployed adults. The new

programme would be operated within the reduced PES provision for
this group of programmes. It would involve the substantial reform
of the Community Programme to get away from the "rate for the job"
and part-time work, reduce the role of local authorities and at
the same time greatly enhance its training content. The aim would
be to improve significantly on the number of people who obtain

jobs at the end of the programme.

The main features of the new programme would be:

(i) Priority would be given to the long-term
unemployed and thus enable us to meet our
Manifesto commitments. The programme would be
of particular value in the areas of greatest
need, including the inner cities and large

council estates.

(ii) 1t would offer each long-term unemployed
person up to twelve months' planned training
and work experience suited to his or her
particular needs and abilities. Much of the
training would need to be very basic such as
literacy and numeracy. The average period on
the programme would be about 6 months.

(iii) Long-term unemployed people would enter the
programme following a Restart interview and
advice from a training agent on an appropriate

training plan. There would then be a mixture

CONFIDENTIAL
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(iv)

(v)

of work experience and training on and off the
job related to the person's abilities and
potential and to local skill requirements. 1In
some respects the scheme would be the
equivalent of a YTS for the long-term
unemployed. It would be a shift from CP
temporary work schemes to a new training
programme and would resemble the shift we made
from the Youth Opportunities Programme to

YTS-

The aim would be to get as many employers as
possible to provide the training and work
experience (on the JTS model). But for a
transitional period we should also need a
substantial element of project-based training
(like CP but without its worst features) in
order to guarantee sufficient places for the

long—-term unemployed.

Participants on the programme would receive a
"benefit plus" training allowance. This would
enable us to offer places on the programme to
even the highest benefit recipients. We
should, therefore, while providing positive
help for the group, also be able to make a
reality of testing people's willingness to
look for work and make a real attack on the

benefit culture.

When fully established, the programme should be akle to cope with

about 600,000 entrants a year. This would be enough to meet our

workforce.

Manifesto commitments to the long-term unemployed within the
lifetime of this Parliament. It would also represent a major

investment in training and in upgrading the basic skills of the

CONFIDENTIAL
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Background work has been proceeding on these proposals and there
have already been some Press reports suggesting the possible
merger of CP and the new JTS. It is important that we keep the
initiative and obtain the credit for any new developments.
Accordingly I propose that I should announce our general
intentions and the principles of the new scheme in a statement on
the lines of the outline at Annex 1 before the MSC next meet on
19 November. I would then invite the MSC to let me have their
comments on the new concept in early January so that we could
announce the new scheme later in January or early in February in

the context of a White Paper in which we would set out our

employment and training strategy.

A Stricter Benefit Regime

If we are to maintain the present downward trend in unemployment,
the development of the new unified training programme to help the

long-term unemployed back to work must be accompanied by an

extension of the measures taken to tighten up benefit procedures

and keep up the pressure on benefit claimants to take the jobs,
training or other opportunities which are now increasingly

becoming available to them.

The merging of the Unemployment Benefit Service and the Jobcentres
last month into a single Employment Service under my direct

control will enable us to push ahead with a number of initiatives

to ensure that benefit claimants are genuinely unemployed. These
are set out in Annex 2. In brief I propose:
(i) to introduce early next year a revised form to

test availability for work. The new form has

fewer questions requiring a "yes" or "no
answer and it will therefore be much harder
for organisations which are hostile to our
programmes to publish advice to claimants on

1ow to give the "right" answer.

CONFIDENTIAL
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to extend progressively the practice of using

more senior staff to interview all new

claimants for benefit and to ensure that when

people claim benefit for the first time they
are fully aware of the jobs and training
opportunities available to them and of
existing "in work" benefits. Resource
constraints may dictate the pace of change but

substantial benefit savings could result.

to combine Restart and Availability Testing in

a single programme which will require every
unemployed person to complete a questionnaire
every six months and submit it to the
Employment Service before attending their
Restart interview. This will ensure that the
Availability Test is brought to bear on all
existing (not just new) claimants at regular
intervals and that Restart interviewers have a
full account of each person's circumstances
and history before an interview begins. This
should reduce the number of interviews which
need to be carried out, detect doubtful
availability and ensure that those which do
take place are more structured and positive in
outcome than is currently the case. Subject
to satisfactory piloting this could begin next

April.

to ensure that the Restart interviews give

claimants a much stronger steer towards the

jobs and other opportunities available to them

(including Jobclubs, which will continue to

expand) and that, as soon as resources allow,

CONFIDENTIAL
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those who unreasonably refuse to

take up the opportunities available

to them or who say they will but do

not appear on programmes or rapidly drop out

from them are automatically referred to

Claimant Advisers for an immediate and

thorough review of their benefit entitlement.
And we should be prepared to see a more
vigorous application of benefit sanctions on
those who are not prepared to take up
opportunities like Jobclubs designed to help

them back to work.

(v) to continue to expand the effort of

Claimant Advisers and fraud staff until they

have reached the limits of their
. effectiveness. This again depends on the

availability of the staff resource required.

18. I am not at this stage seeking increased resources for any of the
measures listed above. In the first instance I would like to see
what can be achieved within existing provision in the Employment
Service. But if we can continue to get high returns of benefit
savings from reduced unemployment which exceed the required
increases in staff costs I would like to have flexibility to
continue to switch resources from programme expenditure into
running costs. This would make more effective use of the
resources available to me for reducing unemployment. I would, of
course, consult the Treasury on any specific proposals for such

switching as they arise.
CONCLUSION

. 195 o I " propose:

(i) to bring together the existing temporary work

and training programmes for the long-term
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unemployed into a unified training programme
to help them take full advantage of the

increasing job opportunities.

(ii) to announce the new programme before
19 November with a view to consulting the
Manpower Services Commission and including the
details in a White Paper on our employment and
training strategy to be published around the

end of January.

(iii) to tighten up further benefit procedures and
sanctions in the new Employment Service to
ensure that unemployed people take up the
job, training and other opportunities which

will increasingly be available to them.

I aim to carry these approaches forward within the reduced
resources available to me following the outcome of the PES
discussions. I may, however, wish to propose switches in
resources, including between programme and running costs, to
achieve the maximum impact on unemployment in which case I would

consult the Treasury on all specific proposals.

I am copying this minute to Nigel Lawson and to Sir Robert

Armstrong and Norman Blackwell.
: \/‘
N F

6 November 1987
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OUTLINE OF POSSIBLE STATEMENT

= Unemployment has now fallen for 15 months in succession and by

a record 400,000 over the last 12 months

= now is the right time to review programmes for unemployed

people

= school leaver unemployment eliminated.

- Priority must be to provide training for the long term

unemployed

- emphasis has to be switched away from providing temporary jobs
as an alternative to unemployment and towards providing
training to enable unemployed people to get back into

permanent Jjobs

- need to bring unity and coherence to the plethora of training

programmes which have grown over the years

- must ensure that the training we provide is flexible and

geared to needs of both individual trainees and the economy

- need a programme which will carry us through into next

decade.

- I have therefore decided to bring together all the existing
programmes for unemployed people over 18 in a single new
programme offering up to 12 months training for anyone who has

been out of work for more than 6 months.
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Entry through Restart interviews.

Training
i) tailored to the needs of individual on the basis of
assessment

(ii) will take place either with employers or on training
projects or a mixture of the two, with college based

tuition whenever appropriate

(iii) cover a wide spectrum, from training in basic working
skills, including numeracy and literacy, to higher
lTevelsiofiskill.

All trainees to be paid a "benefit plus" training allowance

every effort to be made to find them jobs when they leave

programme.

Within available resources but stress that they are

substantial.

Overall target: to provide training for up to 600,000 people a

year.

Programme will make a major contribution to fulfilling our

Manifesto commitments to the long-term unemployed.

CONFIDENTIAL
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A STRICTER BENEFIT SCHEME - THE ROLE OF THE NEW EMPLOYMENT
SERVICE

The last 18 months have seen a considerable build up in the

resources devoted within Jobcentres and the Unemployment Benefit

Offices to ensuring that only the genuinely unemployed are claiming

benefit and are therefore counted as unemployed:-

= under the Restart programme all claimants
unemployed for over 12 months have been
interviewed and approaching 90% offered a
job, a training place or some other
opportunity designed to get them back to
work. The programme has now been extended to
the 6-month plus group; in total over
2 million interviews have taken place since
1986. Consistently more than 10% of those
invited to interview leave the register
shortly after receiving their invitation and

without an interview taking place;

- a formal test of availability for work,

involving completion of a detailed
questionnaire, has been introduced for all
new claimants. As a result some 4% are now
referred to an independent Adjudication
Officer for a decision on their availability
compared with less than 1% previously. An
additional 4% are deterred by the new

procedure from pursuing their claim;

- 650 Claimant Advisers (previously

Unemployment Review Officers of the DHSS) are
now in post in Unemployment Benefit Offices
both to help claimants back into work and to

tighten the controls on those who should not
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be claiming at all. They are currently
interviewing some 45,000 claimants a month,
at least a third of whom are leaving the

register following interview;

- the number of fraud investigators in the DE

has been nearly doubled in the past 3 years.
Last year they investigated some 350,000
cases of whom some 60,000 withdrew their

claims as a result.

Taken together these measures have led to a major tightening of the
benefit regime which has been clearly reflected in the unemployment
figures. Nevertheless, the split between Benefit Offices and
Jobcentres and the fact that the latter have until now been managed
at one remove from the Department of Employment have constrained
further development. With these constraints now removed the

following are early priorities for the the new Employment

Service:-

{3} A revised availability for work form

The existing questionnaire, though effective,
has been compromised by the action of
various organisations who have published
"guides" on how to complete it so as to avoid
disallowance of benefit. The present form
makes this easy in that it invites fairly
simple yes/no answers. It is proposed to
introduce a revised version early in 1988
which will:

- ask questions to which it will be more

difficult to provide stock answers;
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- seek more information relating to the

claimant's circumstances and search for

work ;
- tie these questions in - at least in
certain locations - with actual job

vacancies against which the claimant's

availability can be more easily tested.

(ii) In depth interviewing of new claimants

Currently new claims to unemployment benefit
are taken by Administrative Officers
(formerly Clerical Officers). They are
limited both by ability and by grade as
regards the extent to which they can probe a
claimant's availability, circumstances and
employment intentions. Within the new
Employment Service it is intended - subject
to piloting - to move progressively to
in-depth interviews conducted by Executive
Officers at which they will attempt to place
claimants into jobs and thoroughly check
their benefit entitlement before taking a
claim to benefit. Early results of
experiments in UBOs suggest that substantial
benefit savings should result, although
clearly resource constraints will dictate the

pace of change.

(a11s) Combined Restart and Availability Testing

Despite the introduction of Claimant Advisers
and of the availability test for new
claimants there is still no systematic check of

availability after the initial claim stage,
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To remedy this it is proposed from next April
(subject to satisfactory piloting) to include
a test of availability as an integral part of
the Restart procedure. Restart invitations
will henceforth be accompanied by a
questionnaire which (he individual will be
asked to complete and bring to the interview.

The questionnaire will be designed to:

- establish whether the basic availability
criteria continue to be satisfied,
including the extent to which the
unemployed person has been seeking out
jobs and other opportunities in recent

months;

- identify other aspects (eg training
needs) which might be hampering the

claimant's job search;

- allow interviewers to obtain useful
information about the claimant's job
requirements, their experiences in
looking for work and how their prospects

of employment could be improved.

Restart Follow-up

Currently some 18% of those attending a
Restart interview turn down all offers of
help. A further substantial percentage
accept such an offer at the time but fail to
act on it. Others begin a JTS course but
rapidly drop out. Current resources do not

permit any systematic follow-up of these
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“refusers”. With the advent of the new
Employment Service it is intended, as soon as
resources allow, to refer all such cases to
Claimant Advisers for a thorough examination
of their benefit entitlement. Linked to this
move it would be possible to provide that
henceforward benefit sanctions will be
applied to those unreasonably turning down a
place in a Jobclub or on a Job Training
Scheme. The power to invoke such sanctions -
which lead to loss of benefits - alfeady

exists but has not thus far been invoked.

Additional Claimant Advisers and Fraud Investigators

There are currently some 650 Claimant
Advisers and 720 fraud investigators in the
Unemployment Benefit Service. The recently
agreed PES provison allows for a further
increase of 300 and these will be split
between Claimant Advisers and fraud
investigators according to need and
cost-effectiveness. However, existing rates
of return for both groups are between 4:1 and
5:1 and there is no sign yet of diminishing
returns having set in. Further increases
beyond the 300 now agreed are therefore
likely to prove both justifiable and highly

cost-effective.
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10 Downing Street
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LABOUR MARKET STATISTICS

.+« I am enclosing our standard brief on the labour market
statistics which are to be issued on Thursday. The brief is
of course personal and confidential until 11.30 on 12 November
and confidential thereafter.

I am copying this to Allex Allan (Treasury), Sir Peter Middleton
(Treasury), Mr Hibbert (CS0), Mr Footman (Bank of England),

Trevor Woolley (Cabinet Office), Timothy Walker (DTI),

Sir Brian Hayes (DTI), Robert Gordon (Scottish Office),

Sir William Fraser (Scottish Office), Jon Shortridge

(Welsh Office), David Watkins (Northern Ireland Office)

Sir Robert K Andrew (Northern Ireland Office) and Norman Blackwell
(No 10 Poliecy Unit).

et Q :

A atla

ANGELA WILKINS
Private Secretary
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Unemployment
A -regions and sex

UN OYMENT - regions ans sex: Oct 1987

SEASONALLY ADJUSTED EXCLUDING SCHOOL LEAVERS

NUMBER (Thousands) UNEMPLOYMENT RATE (Per Cent)*
At Change in month At Change in month Change in
Oct 1987 since Sept 1987 Oct 1987 since Sept 1987 year since
' Oct 1986
REGIONS (1)
South East 624.2 -16.1 6.8 -0.2 -1.5
(Greater Lond (338.5) -6.3 7.9 -0.1 -1.4
East Anglia 66.0 -2.1 6.9 -0.2 -1.5
South West 163.0 -4.9 8.0 -0.2 -1.8
West Midlands 278.3 -6.1 10.8 -0.2 -2.1
East Midlands 169.1 -4.0 8.9 -0.2 -1.4
Yorks & Humber 261.2 -5.8 T -0.2 -1.7
North West afe2.l -7.2 12.4 -0.2 -1.
North 197.6 3.5 1355 -0.2 -1.6
Wales 145.4 -3.1 12.1 -0.3 -1.9
Scotland 315.4 -4.4 128 -0.2 -1.2
GREAT BRITAIN 2592.1 -57.4 9.6 -0.2 -1.6
Northern I. 122.8 -1.0 5729 -0.1 -0.8
UNITED KINGDOM 2714.9 -58.4 9.8 -0.2 -1.6
MALES AND FEMALES
UK Males 1900.7 -39.0 11.6 -0.2 -1.7
UK Females 814.2 -19.4 e -0.2 -1.5

* percentage of whole working population (new basis, taking account of self-employed
and armed forces)
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LABOUR MARKET STATISTICS: NOTES FOR PRIME MINISTER

A. 1. SUMMARY
2. KEY FACTS BRIEF

B. DRAFT PRESS NOTICE

C. DETAILED ANALYSIS AND BACKGROUNﬁ INFORMATION

1. GRAPHS: 1la .UNEMPLOYMENT
1b UNEMPLOYMENT RATES BY REGION

UNEMPLOYMENT: ADDITIONAL DATA BY REGION
LONG “TERM UNEMPLOYMENT AND UNEMPLOYMENT BY AGE

EMPLOYMENT MEASURES
UNEMPLOYMENT: INTERNATIONAL COMPARISONS

o > W

D. ADDITIONAL INFORMATION

1 Unempioyment: comparisons with 1930s =5y

2. Unemployment: coverage of the count: comparison with Labour

. Force Survey estimates.

.Unemployment: changes in coverage of the count.

4. Unemployment: coverage of the count: summary of possible
additions and exclusions. :

5. Labour Market: job.changes and flows.

6. Demographic and labour force background.

Te Employment:. methodology.

8. Employment: double jobbing'and specia; measures.

9. Employment: international cdmparisions. : :

10. Employment: additional data.

11. Earnings.




Unemployment: UK: 1983 to 1987
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Unemployment: UK: 1971 to 1987
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Thousands

Unemployed Claimants aged under 18: UK
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1.

Millions

Long-Term Unemployed Claimants: UK

400 Notes:
5 (1) Covers claimants unemployed for 12 months or more.
(2) Figures affected by discontinuities, in particular the
1983 Budget provisions, meant many older men no
longer needed to sign on to get their benefits.
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Figure 7
‘;‘hange from present programmes to the new programme
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The paths people will take on the hew programme
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A Stricter Benefit Regime

After

After After
Initial 6 months 12 months 18 months
claim unemployment unemployment unemployment
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Note: All of the above is
in addition to the normal
fraud and claimant
adviser action.

.

Offer of training etc.
declined/not taken up
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declined/not taken up

v

(iv) Follow up of Restart
by claimant adviser

Offer of training etc.
deciined/not taken up
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PRIME MINISTER'S MEETING ON EMPLOYMENT: 11 NOVEMBER

‘ The Prime Minister may have had three items 1n mind in calling the

meeting:

- progress towards meeting the Manifesto guarantees and aims
for the unemployed (Mr Norgrove's 1letter of 22 September
attached);

~ dependence on local authorities for delivering DE programmes

(same minute) ;
- the tradition of autumn meetings on employment.

2 Mr Fowler's minute to the Prime Minister of 6 November sets
the agenda. He proposes major changes to DE programmes for the long
term unemployed and further changes to the checks on claims for
unemployment benefit. The changes seem broadly sensible. Mr Fowler
is not bidding "at this stage" for more money. But he reserves the

‘ right to propose switches from programme to running costs.
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‘. Your objectlives are to

- get agreement that changes be made without increases to the
‘ overall DE Group totals agreed in the Survey (eg no increases
to reflect assumed social security savings), and without

switches from programme to running costs.

- ensure changes yield the maximum 3improvements 1in supply

performance.

Key points to make are appended to this minute.

BACKGROUND
5 Manifesto guarantees and aims
1 "a place on the YTS to every school leaver under 18
who is not going directly into a job".
(ii) "within a year we aim to guarantee a place, either on
‘ the Job Training Scheme or on the Enterprise Allowance
Scheme or in a Jobeclub, for everyone aged between 18
and 25 years who has been unemployed for between 6 and
T2 morithe
cAd1) "to provide the Restart service ... at 6 monthly intervals
to all those who have been unemployed for more than
6 months".
(iv) "Over the next 5 years we will aim (NB not a commitment
as Mr Fowler's paper 1implies) ... to offer everyone

who 1is under 50 and who has been unemployed for more
than @ 2. years,i'a place  dInsthe Job  Training. . Schemes o
in the new Community Programme, in a Jobclub, or in

the Enterprise Allowance Scheme".

Survey Outcome

5. Increases of 208/235/234 to DE group programmes were agreed

before the Survey (for expansion of Restart interviews, the new Job
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.aining Scheme, and the Enterprise Allowance Scheme; and for the
withdrawal of income support from 16-17 year olds). These 1ncreases
were offset by assumed savings 1in DHSS benefit expenditure. The
DE increases have now been broadly unwound in the Survey (savings
of 170/241/295).

6. Savings included:

-Community Programme participants to get benefit plus a premium
of £10 (not £15 as DE proposed) and stay on the scheme under

9 months on average

-estimating savings in 1988-89 on the new Job Training Scheme

(which is way below target for expansion)

-reductions in the scale of the o0ld Job Training Scheme (with
a review of the Skills Training Agency which currently only
survives as a favoured supplier of training under that scheme)

-reductions in the YTS grants and other training schemes, and

abolition of the Job Release and New Workers Schemes.

s Unlike the January package the Survey settlement did not allow
Mr Fowler credit for social security savings eg from appointing more

claimant advisers.

Bis Correspondence between the Chief Secretary and Mr Fowler confirmed

the Survey settlement and that it was open to Mr Fowler

"to propose switches between the different programmes in the
light for example of emerging trends. T said that I would be
prepared, within the normal guidelines and arrangements, to

consider any such proposal sympathetically". (CST 2 October).

This formulation does not give Mr Fowler carte blanche to swallow
up underspends by switching within his totals; nor does it guarantee
sympathetic consideration of switches into running costs ("I will
look at them on their merits", CST 28 October).
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‘ FOWLER'S PROPOSALS

9. Mr Fowler's proposals are 1in 2 groups, discussed separately
. below. The first leg 1involves more effective ‘help for the genuine
long term unemployed; the second leg tougher action to deter benefit

scroungers.

Measures for the long term unemployed

10. Mr Fowler proposes that measures for the long term unemployed
(mainly the Community Programme and new Job Training Scheme) should
be merged into a new programme for those unemployed over 6 months,
to be financed within the existing envelope. The new programme might
help 600,000 entrants a year. The contribution of local authorities
as providers might gradually be reduced; and the programme could

help inner cities.

11. You can welcome the proposal which has substantial advantages:

— ]

p——

(1) MSC could offer individually tailored packages of remedial

. training, skills training, project work and employer-based

work experience.

GEL) more work experience with employers (less lengthy project
work with voluntary bodies and 1local authorities), and
more tailored help for 1less able people (rather than
make work for the more able) should mean a bigger boost

to effective labour supply.

(A7) participants would all get benefit plus a small premium

to subsume normal travelling expenses. Mg = smailil

improvement over the terms of the new JTS may help defuse

union opposition and get the scheme off the ground (but
dt-wlll i be Important.to dimif the slze of the premium

to the £10 agreed for CP in the Survey).

(iv) this, and the merging of the schemes, will mean that }

. there should be no difficulty in meeting the Manifesto ;’
guarantee of an offer for all 18-25 year olds unemployed}{

R T S T T S it

1
6-12 months. At no extra cost the Government will appearV\




‘ to be doing more for the long term unemployed (who are

frequently concentrated in the inner cities), taking
much of +the wind out of the sails of those advocating
tackling this problem via building improvement programmes,

recrultment subsidies etc.

12. Against that there are some less good side-effects:

£1) Community Programme participants are at present classified
(/ as employees counted in the employment statistics. DE

f ] now think that under benefit plus they should not be
/ counted as employees (though this point is not mentioned
in the paper). That could mean that as the change is
made (from September 1988) there will be a cumulative
reduction 1in measured employment of as much as 200,000.
DE should be asked to find ways to minimise this blip

in the employment figures.

(14%) more use of employer placements will mean more deadweight,
and more substitution for and displacement of other
employees. This could reduce the short term count impact

and benefit savings of present schemes, and 1in turn

increase the measured net cost per person off the count.

Checks on unemployment benefit claims

13. At present new claimants fill in an "availability" form and
give it to Administrative Officers in the Unemployment Benefit Offices.
Some get dinterviewed at that stage. If they remain unemployed they
are then given Restart interviews every 6 months. Those having
surprising difficulty getting off the count (eg those with skills
in demand) are - selectively - helped/challeneged by Claimant Advisers.
In addition, fraud staff investigate possible abuse.

14. Mr Fowler seeks authority progressively to introduce 5 measures
as resources allow. These are described in paragraph 17 and Annex 2
of the paper. In summary he proposes to:

) alter the availability form to make it more difficult
for pressure groups to brief claimants how to complete
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1t (no significant cosh).

£41) have more senior staff take new claims in order more
effectively to deter or detect invalid claims (though
not quoted in the paper DE estimate extra staff costs
of £7.7 million in a full year).

(1 ) issue a new availability questionnaire for completion
before the Restart interviews ¢to deter scroungers and

make the interviews more effective (no cost).

(iv) have claimant advisers follow up the 40-50% of
interviewees who refuse all offers of places on schemes
etc or accept offers but do not get places, with greater
use of benefit sanctions for those refusing places on
schemes (extra staff cost of about £10 million).

(v) more claimant advisers and fraud staff for other purposes,

depending on the availability of staff resources.

15. All these proposals seem sensible. You can welcome them'all
on the basis that their costs are absorbed within existing DE totals

Inecluding ‘running costs. totals:.

Overall Impact of Proposals

16. Mr Fowler's paper 1is very 1light on assessment of the impact
off i his . proposals. He' does not, for example, estimate the 1likely
impact on the unemployment count and DHSS benefit expenditure. And
the paper is not copied to Mr Moore, whose programme costs could

be significantly affected.

17. Tighter checks on claimants would undoubtedly reduce the count
and benefit payments. DE have given us guesstimates suggesting up
to £100 million Dbenefit savings; but these seem substantially on
the high side, and probably include double counting betwen different

elements of the package.

18.The paper does not acknowledge at all the possibility that the

revamping of the training programmes could increase the measured



CONFIDENTIAL

count, and increase benefit spending, in the short term (see
paragraph 12 above). Quantificatlion = 1s  ‘extrememly difficult, and
‘it is difficult to Jjudge whether such effects would be greater or
less than the impact of tighter claimant checks. You may want to
draw attention to this omission in the paper, and the need to take
this factor into account when drawing up detailed proposals, while
stressing your support for the training proposals given their longer

term and supply side benefits.

19. There may also be discussion of the relation between Mr Fowler's
package and the overall employment/unemployment position and prospects.

Three points on this are:

(1) you will want to draw attention to the impact on the
employment statistics (paragraph 12 above).

(%52& Mr Fowler asserts (paragraph 5 of the paper) that half
o the recent fall in unemployment 1s due to DE measures.

\J&A 'J”zi:\ The +DE:. evidence *for’s thiss.clagim . 4§ *unconvinelng,:bnt
’ r\\ﬂi\yr 1t may not be profitable to pursue .the point: in this
¢

context.

(0 1 ) You may be asked what the general prospects are following
the stock market fall. In the context of this meeting
you will need to strike a dellicate balance; you might
sSay: Sthateiiboth L the  riseiiin - Semplioymentswand i ol dassin
unemployment might now be expected to be less than we

have seen to date.
Timing

20. Mr PFowler would 1like to write to the Commission early next week
asking them to work up a programme along these 1lines following a
short statement in the House, He would then like to publish a White
Paper 1in 1late January or early February covering these and other
developments din train. This would allow MSC to get the programme
‘off the ground from September 1988. This handling seems sensible,
but you might reserve your position on the proposed White Paper at
this stage until the circumstances of the publication of the PEWP

and nature of your Budget are clearer.

Rece.

P R C GRAY
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& 10 MEETING ON EMPLOYMENT: POINTS TO MAKE

¥Welcome general direction of proposals to refocus agreed

resources 1in yet more cost-effective ways within DE Group totals

‘ agreed in Survey with John Major; happy to agree direction of change

in principle.

¥Right to reduce spending on those already most able to get

work:  dn ‘order i to itocus more on least able. Paper does not bring

out possibility of adverse short term count effects of switch from

make-work schemes to more employer—-based training; must bear this

in mind in considering detailed proposals for the transition, but

welcome the longer term supply side benefits.

of

¥Key parameters for training programme must be:

-programme for 6 months + unemployed only, and not extended

down to the under 6 months unemployed.

—-programme may well cope with 600,000 entrants a year. But
should not be a published target or commitment; depends on

resources and trends in unemployment.

-premium over benefit on new combined programme should be as

agreed in Survey for Community Programme (£10) or less.
-DE must look at ways of reducing impact on measured employment
statisties of reclassifying 200,000 Community programme

participants as no longer employed.

-DE to formulate objectives and broad evaluation strategy,

and monitoring methods for improvements to Employment Service.

¥Happy to try to resolve immediate issues in time to clear text

statement to House and letter to commission for next week.

Statement and letter must make clear that changes are within DE Survey

settlement agreed with John Major and announced in Autumn Statement.

Would also be helpful if Statement stressed employers' responsibilities

for “training.



. ¥TLet's look again at nature and timing of possible White Paper
when we see MSC's reactions and when wider context 1is clearer — no

need for commitment now.

up

¥Once detailed proposals for both legs of package are worked

-as agreed 1in Survey, Treasury prepared to consider proposals
for switches between programmes sympathetically (but within
normal rules eg scrutinising gross costs of new training scheme

at Main Estimates time.)

-welcome proposal to see what can be achieved on tighter checks
in first instance from within existing provision for Employment
Service. Will be diImportant to maintain and demonstrate tight
SEpE O PUNMEENSE L COSESS [If pressed; as Chief Secretary has
indicated, will 1look at any running costs proposals on their

merits. ]

¥Pleased to see proposals that changes be accompanied by more
use of Dbenefit sanctions as in your 1letter of 10 September to
John Moore. Officials should by about next March bring forward such

proposals for Jobclubs and your new scheme.
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PRIME MINISTER'S MEETING ON EMPLOYMENT: 11 NOVEMBER

1 From a running costs perspective, I agree with the 1line
suggested in Mr Gray's brief of yesterday - that any switech Mr
Fowler may propose from programme to running costs should be

properly "considered on its merits".

2 We would not want to prevent Mr Fowler from getting better
value from his programme expenditure if that really would be
the effect of what he is proposing.

3 Butazyou ., willsawd sh&stoysbear” insmind Sthat  thef 'eunming cost
outcome of the recent Survey 1is already slightly in excess of
our aim, and will be awkward to present in the PEWP - the increase
in provision for 1988-89 over 1987-88 will be 6%% (2% in real
terms) before any further increases that may have to be conceded
to Employment.

4 Mr Fowler uses a curious phrase in paragraph 18 of his minute
of 6 November to the Prime Minister, where he says: "I would
like to have flexibility to continue to switch resources from

programme expenditure into running costs". He does not have




CONFIDENTIAL

and should not be given such flexibility. Like other Ministers,
he has to 1live within agreed running cost limits; and has ¢to
negotiate any change with Treasury Ministers. You may want

to make just enough of the running costs issue to get this in
the meeting minutes.

T R H LUCE
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Labour Market Statistics
Surnnﬂ

Unemployment again fell sharply in October and the unemployment rate is
below 10.0 tfor the first time since July 1982. The other indicators reveal
little extra about the labour market, with a continued rise in vacancy
stocks and decline in manufacturing employment; growth in the underlying
index of average earnings remains unchanged at 7%%.

Unemployment
UK unemployment (seasonally adjusted claimants, excluding school leavers)

fell very sharply again, by 58,400 between September and October, bringing
the total down to 2.715 million, the lowest for 5 years (on a consistent
basis). The unemployment rate, at 9.8 per cent, is below 10 per cent for the
first time since July 1982. The series has now fallen for 16 consecutive
months, by 498,000 altogether since June 1986. Other comparisons and records
are given in 'key facts'.

The dowrward trend now appears to have reached about 50,000 per month. Over
recent months, employment and training measures have been having a broadly
neutral effect on the trend in adult unemployment. Various other
administrative measures are likely to be still having favourable influences
on the trend, although these have become increasingly difficult to quantify
as the measures have become established. But the strength of the economy
probably now explains the majority of the fall in the unemployment series.

The inflow into unemployment remains considerably lower than a year ago. The
outflows are also slightly lower compared with last year although they
remain relatively high as outflows rose quite sharply last Autum. The
inflows only began to improve a little later, mainly this spring.

Regional comparisons

Unemployment continues to fall among both men and women in all regions. Over
the past 12 months, the unemployment rate has fallen most in the West
Midlands and Wales. Northern Ireland still stands out with the smallest fall
over the period.

PERSCIIAL AN CCNFIDENTIAL
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Headline total

The UK 'headline' claimant total (unadjusted including school leavers) fell
very sharply by 119,000 to 2.751 million in October, 9.9 per cent. This was
486,000 lower than a year ago, again a record 12 month fall.

The fall of 119,000 in the total resulted mainly from a fall of 110,000
among adult claimants. The fall among school leavers was only 9,000, rather
small for October. This modest fall follows the much smaller than normal
rise in September. The most likely explanation for these movements is that
some of this summer's school leavers were deterred from signing on for a
short period from the beginning of September if they already had a job or
YTS place lined up. Some may have wrongly believed they were not eligible
for benefit following publicity about the forthcoming changes to the rules
for under 18 year olds.

The school leaver total was 83,000 in October, some 34,000 or 29 per cent
lower than in October 1986. Much of this improvement is due to last year's

school leavers now starting their second year of training on YTS.

Long-term unemployment

Full analysis of October's unemployment figures by duration is not yet
available, but early provisional estimates suggest a fall of over 60,000 in
the quarter since July in the number of claimants unemployed for more than a
year. In the year since OCtober 1986 there is likely to have been a fall of
the order of 170,000.

November headline total
There is normally little change in the unadjusted headline total in November

from seasonal influences, with a small rise in adults offset by a fall among
school-leavers. Given the current trend, a further fall is therefore likely.

Employment

The number of employees in employment in manufacturing industry in Great
Britain is estimated to have fallen by 6,000 in September and 20,000 in the
third quarter. This compares with falls of 21,000 in the whole of the first
half of the year but 38,000 in the corresponding quarter of 1986.

Figures for employees in the rest of the economy and the employed labour

force (employees in employment, the self employed and HM Forces) in Great

Britain remain the same, ps reported last month. The employed labour force
PERSCIMAL AND COlirlcivii FHREAL 25t
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is estimated to have increased by 372,000 in the year ending June 1987 and
by 1,362,000 between March 1983, when the upward trend first began, and
March 1987.

Overtime working by operatives in manufacturing industries was estimated at
12.97 million hours per week in September giving an average for the third
quarter of 12.66 million hours per week. After fluctuating around 11% to 12
million hours a week through 1986, overtime working has for several months
been above the peak level of some 12 million hours a week which was reached
in much of 1985. Hours 1lost through short-time working in manufacturing
industries remain very low, 0.21 million hours per week in September.

Vacancies

The stock of vacancies at jobcentres (UK, seasonally adjusted and excluding
Community Programme) increased sharply again to reach 261,000 in October.
This was 26 per cent high than a year ago and again the highest since the
current series began in 1980. These stock figures probably exaggerate the
improvements but inflows of notified vacancies were also at a record level
in October, some 8 per cent higher than a year ago. Outflows showed an
increase of only 4% while recorded placings in October were down by nearly
2% on a year ago. Thus, part of the increase in the stock figures probably
continues to reflect a slow down in vacancies coming off the books, due to

reduced activity on jobcentres in following up placings.

Earnings

The underlying increase in average weekly earnings in the year to September
was 7% per cent, similar to the increase in the year to August. The
underlying increase was unchanged despite the payment in September of a
further stage of this year's non-industrial civil service settlement and the
large increases in London Weighting for banking employees. These were
offsetting movements elsewhere (mainly a lower annual increase in earnings

in the construction industry.)

Next Labour Market figure
The next labour market briefing will be issued on Monday 14th December in
advance of the press release on Thursday 17th December. It will contain

unemployment figures for 12th November, manufacturing employment and average
earnings data for October and vacancies for 6th November.

PERSONAL AND CONFIDZENTIAL
UNTIL 11.30 am. c}! 14: 82 .
7THRRE A 7T CONFIDENTTAL 2



Cla

PERSONAL. AND CONFIDENTTAL UNTIL 11.30AM THURSDAY 12 NOVEMBER 1987
LABOUR MARKET STATISTICS - KEY FACTS

Unemployment

Seasonally adjusted (excluding school leavers)
- fall of 58,400 in October to 2.715 million

- fall of 445,000 over past 12 months,
largest since similar records began in 1948

— Unemployment down for 16 months running, by 498,000 since
June 1986, the largest sustained fall on recard.

Average fall of 51,000 per month over past six months,
also a record.
Sea("ol\"’u
- Unemployment now the lowest for 5 years (since-Oetober
1982).

- Unemployment rate 9.8%; below 10% for the first time since
July 1982.

Unadjusted including school leavers
- Now 2.751m, 9.9%, fall of 119,000 since September

— fall of 486,000 compared with a year ago, largest 12 month
fall recorded since similar records began in 1948,

Unemployed school leavers (under 18) 83,000 in October, 34,000 lower than a
year ago and the lowest October total since 1979.

tN\UresdE,
Employment — employed labour force increased by 134,000 in Q2, largest #£all—
since Q4 1984
— also increased by 372,000 in year to June
- manufacturing employment fell 6,000 in September
Earnings — Underlying increase in average earnings in year to September

unchanged at 7%%.

PERSOIAL AND COTiDINTIAL
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ADDITTIONAL POINTS

Reference

Vacancies

Regional unemployment

(seasonally adjusted, excluding CP) Press Notice
Unfilled vacancies at jobcentres table
261,400 in September, 26% higher 6, 7& 8
than a year ago.

figures

Long term unemployment

quarterly figures)
(NB October figures
available shortly)

Youth unemployment

Unemployment fell in all Press notice
regions in September table 3
Unemployment rate fell in all C6

regions over last 12 months

with largest falls in West Midlands
and Wales. In the 16 months since June
1986, falls have been largest in
these regions and also the North-West

Fell by 110,000 in year to July C5a
Biggest annual fall on record

Largest falls in Wales, North and

West Midlands

Flows into and out of

Under 25's unemployment rate in July 16%. CSb
Latest EC comparisons for

1986 showed UK 18% compared with

EC average 23% (Italy 34%, France 23%,
Belgium 20%, Ireland 27%, Greece 24%,
Portugal 29%, Spain 48%)

Unemployed not a static pool - some D5

unemployment

400,000 a month enter and leave. A

quarter leave within a month, half leave
within 3 months.

Intermational camparisons In recent months, UK rate fallen C4a,b,c

Employment

faster than any other major industrialised
country.

Latest OECD standardised rate for UK now
9.8% (August).

Unemployment higher in France (10.9%)
Belgium (10.6%), Spain (20.1%)

and Ireland (19.4%).

Clb

Increased every quarter for 4 years. Press Notice

table 5

Over 1.3 million jobs created since Dl10a
1983.
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DEFENSIVE BRIEFING Reference
Effect of government Traditional measures {Community C3
measures on count Programme etc) have not grown

over recent months.

Cannot estimate effects of

Restart because gateway to other
schemes which help into jobs eg
Community Programme, Enterprise
Allowance Scheme, Job Clubs. Successful
because 'Pushing an open door' when
economy growing. '

Availability testing will discourage
some people who were not interested
in getting work -'cannot assess how
many.

Fiddling the figures Only acknowledge 6 discernible changes D3
since 1979; three administrative
and three statistical including only
two changes to method of compilation.
Publish consistent back series to
assess the trend in unemployment.
Nothing to hide.

International definition Based on those without work who are D2
of unemployment available and have actively looked for
work in last month. Latest figures for
GB 2.98 million when comparable
claimant count was 3.17 million.
Figures of 5 million sometime quoted
include all those who say they would like
work, even if they have done nothing to
look for a job (include the early
retired, those looking after home,
and sick).

EmploymenEnggyth Two thirds of growth in employment ‘in

'‘not real jobs' last year was in jobs for women (244,000).
Half those jobs were part-time (120,000),
8 much smaller proportion than in recent
years.

- Participants in a special measures eg
Community Programme EAS are employed in
precisely the same way as any other
employee.

/l'fl'fj



LABOUR MARKET STATISTICS

Unemployment (UK)

Total (not seasonally adjusted) October
Total (excluding school leavers) October

Employed Labour Force June; Q2 1987

Employees in employment
Services June Q2 1987
Manufacturing June Q2 1987

Manufacturing employment September 1987

Vacancies (UK at jobcentres) October 2

Index of Average Earnings

Whole Economy September

Services September

Manufacturing September
Notes

1. All figures seasonally adjusted GB except where otherwise stated.

2. The employed labour force comprise employees in employment; the self-

employed and HM Forces.

PERSONAL AND CONFIDENTIAL UNTIL 11.30 am ON THURSDAY 12 NOVEMBER 1987

NOVEMBER 12 1987

SUMMARY STATISTICS

Change on

Thousands

Change on

Level previous period previous year

812,781
8 2,715

24,359

14,492

5,085

5,065

261

Percentage change on previous
(underlying increase)

- 119
- 58

+134

+ 99
+ 10

78
73
8%

- 486
- 45

+ 372

+ 366

year

PERSONAL AND CONFIDENTIAL UNTIL 11.30am ON THURSDAY 12 NOVEMBER 1987
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The 1latest figures available on developments in the labour market are

summarised below.
Summarz

Unemployment (UK seasonally adjusted excluding school leavers) fell by 58,400

in the month to October. Male unemployment decreased by 39,000 and female
unemployment decreased, by 19,400. Over the past six months there has been a
fall of 50,500 on average compared with a fall of 23,600 per month over the
previous six months to April 1987.

The unadjusted unemployment total, decreased in October by 118,811 to
2,751,384, This includes 83,226 school leavers aged under 18. In October,

total unemployment was 485,770 lower than a year ago.

The number of employees employed in manufacturing industry fell by an

estimated 20,000 in the third quarter, after allowing for seasonal factors.
this continues the slow, though rather unstable, downwards drift of the last

twelve months.

The latest estimates of the employed labour force in the whole economy in

Great Britain remain as published last month, showing an increase of 134,000

in the second quarter.
The stock of vacancies (UK seasonally adjusted excluding Community Programme)
increased by 14,800 in October to 261,400. Over the past six months there has

been an increase of 7,400 per month on average.

The underlying increase in average earnings in the year to September was 7%

per cent, similar to the increase in the year to August.
Additional and more detailed information on unemployment, employment,
vacancies, average earnings, unit wage costs, hours of work, productivity and

industrial disputes is to be found in subsequent sections of the press notice.

PERSONAL AND CONFIDENTIAL UNTIL 11.30am ON THURSDAY 12 NOVEMBER 1987
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UNEMPLOYMENT

The seasonally adjusted level of unemployment in the UK (excluding school
leavers) decreased by 58,400 to 2.715 million in October, 9.8 per cent

of the working population*.

Over the past six months on average unemployment has fallen by 50,500
per month.

The recorded total of unemployed claimants, including school leavers,
decreased by 118,811 between September and October to 2,751,384 giving an
unemployment rate of 9.9 per cent of the working population. Unemployment is
485,770 less than a year ago. The total included 83,226 school leavers, 34,255
lower than a year ago. :

Recent figures are shown in tables 1, 2 and 3.

TABLE 1:UNEMPLOYMENT - UNITED KINGDOM
THOUSAND

TABLE 1:U

NEMPLOYMENT - SEASONALLY ADJUSTED excl.school leavers - UNITED KINGDOM

Change Unemployment Average Average

since rate: change change over
previous over 3 months
Male Female Number month Percentage 6 months
of working ended ended
population*
1986 Oct 2171.8 987.8 3159.6 -23.6 11.4 -6.2 -17.6
Nov 2166.3 977.1 3143.4 -16.2 11.3 -9.5 -21.9
Dec 2152.8 966.6 3119.4 -24.0 11.2 ~15.5 -21.3
1987 Jan 2146.9 967.4 3114.3 -5.1 11:2 -16.4 -15.1
Feb 2122.8 943.0 3065.8 -48.5 11.0 -23.9 -25.9
Mar 2107.9 931.8 3039.7 -26.1 10.9 -23.9 -26.6
Apr 2092.7 925.4 3018.1 -21.6 10.9 -23.6 -32.1
May 2053.6 898.7 2952.3 -65.8 10.6 -31.9 -37.8
Jun 2036.2 889.0 2925.2 -27.1 10.5 -32.4 -38.2
Jul 2004.6 871.6 2876.2 -49.0 10.4 -39.7 -47.3
Aug 1971.9 857.2 2829.1 -47.1 10.2 -39.5 -41.1
Sep(r) 1939.7 833.6 2773.3 -55.8 10.0 -44.4 -50.6
Oct(p) 1900.7 814.2 2714.9 -58.4 9.8 ** -50.5 -53.8
** The separate rate for males was 11.6 per cent, and for females 7.2 per cent.
* See note A5
(p) Provisional and subject to revision (see note A6)
(r) Revised

4
PERSONAL AND CGNFIDENTIAL
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ﬁE 2: UNEMPLOYMENT - UNADJUSTED incl. school leavers - UNITED KINGDOM

Male Female Number Unemployment
rate:percentage
of working School leavers
population* Claimants Non Claimants**
1986 Oct 2,199,803 1,037,351 3,237,154 11.7 117,481
Nov 2,200,167 1,016,600 3,216,767 11.6 98,169
Dec 2,221,545 1,007,622 3,229,167 11.6 88,980
1987 Jan 2,272,426 1,024,810 3,297,236 11.9 89,190
Feb 2,233,932 991,877 3,225,809 11.6 79,936
Mar 2,181,037 962,333 3,143,370 11.3 72,281
Apr 2,158,222 948,906 3,107,128 11.2 66,572
May 2,080,369 906,084 2,986,453 10.8 74,930 g,
Jun 2,022,964 882,361 2,905,325 10.5 69,397 103,552
Jul 2,008,482 897,971 2,906,453 10.5 63,922 128,903
Aug 1,970,318 895,484 2,865,802 10.3 56,135 115,669
Sep 1,973,776 896,419 2,870,195 10.3 92,406 e v
Oct 1,903,620 847,764 2,751,384 9.9+ 83,226

+ The separate rate for males was 11.6 per cent, and
** Not included in totals, see note A4
*See note AS.

for females 7.5 per cent.

TABLE 3: UNEMPLOYMENT - REGIONS October 8 1987 THOUSAND
SEASONALLY ADJUSTED (P) UNADJUSTED
(EXCLUDING SCHOOL LEAVERS) (INCLUDING SCHOOL LEAVERS)
Change Unemployment Change Unemployment
Total since rate (R) Total since rate(rR)
previous percent- previous percent-
month age of Change month age of School
working since working Tleavers
population*previous population*
month

South East 624.2 -16.1 6.8 -0.2 624.5 -28.8 6.8 10.6
(Greater London) (338.5) (-6.3) (7.9) (-0.1) (341.3)(-14.2) (8.0) (5.6)
East Anglia 66.0 -2.1 6.9 -0.2 64.2 -3.0 6.7 1.4
South West 163.0 -4.9 8.0 -0.2 163.3 -4.9 8.0 3:0
West Midlands 278.3 -6.1 10.8 -0.2 285.6 -13.8 11.1 9.5
East Midlands 169.1 -4.0 8.9 -0.2 169.2 -8.3 8.9 4.5
Yorks and Humberside 261.2 -5.8 11.1 -0.2 266.9 -13.2 11.4 11.0
North West 3.1 ~]:2 12.4 -0.2 377.7 -18.0 12.6 12.4
North 197.6 -3.5 13.7 -0.2 201.8 -9.4 14.0 7.4
Wales 145.4 -3.1 12.1 -0.3 148.1 -6.9 12.3 5.1
Scotland 315.4 -4.4 12.8 -0.2 325,50 isl.2 13.2 18.5
GREAT BRITAIN 2,592.1 -57.4 9.6 -0.2 2,626.7 -113.5 9.7 80.5
Northern Ireland 122.8 -1.0 17.9 -0.1 124.7 -5.3 18.2 2.8
UNITED KINGDOM 2,714.9 -58.4 9.8 -0.2 2,751.4 -118.8 9.9 83.2
* See note A5 |
(P) Provisional see note A6
(R) Revised see note A5. :

PERSONAL AND CCHNFIDENTIAL
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TABLE 4: UNEMPLOYMENT FLOWS - STANDARDISED, UNADJUSTED - UNITED KINGDOM THOUSANDS
INFLOW OUTFLOW
Total Total Change Total Total Change
including excluding since including excluding since
school School school previous school School school previous
Month ending leavers leavers 1leavers year Teavers 1leavers leavers year
1986 Oct 459.5 24.7 434.8 + 7.0 563.2 41.8 521.4 + 35.8
Nov 415.2 12.3 402.9 + 14.2 432.9 22.8 410.1 + 16.2
Dec 356.6 8.7 347.9 - 9.1 343.2 13.3 329.9 - 6.8
1987 Jan 368.7 13.3 355.4 - 8.3 294.9 8.1 286.9 + 61.4
Feb 398.8 11.6 387.2 11.8 460.8 14.5 446.3 + 44.1
Mar 342.1 8.5 333.7 - 237 431.4 11.5 419.9 + 50.3
Apr 357.1 7.0 35051 .= 3.8 396.4 8.4 388.0 + 6.6
May 320.8 21.9 298.9 - 38.2 425.4 10.7 414.7 + 14.2
Jun 315.5 10.2 305.3 - 38.3 403.4 Ji.7 391.8 +:. 9.3
Jul 429.1 10.7 418.4 - 35.2 427.9 12.1 415.7 + 16.7
Aug 384.4 8.0 376.4 - 14.8 419.6 10.1 409.6 + 20.9
Sep 456.6 55.5 401.1 - 41.9 451.8 12.9 438.9 e X
Oct 420.2 25.6 394.6 - 40.2 549.0 30.5 518.5 - 2.9
6
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EMPLOYMENT

The number of employees in employment in manufacturing industry in Great
Britain is estimated to have fallen by 6,000 in September and 20,000 in
the third quarter. This compares with falls of 21,000 in the whole of
the first half of the the year and 38,000 in the corresponding quarter
of 1986.

Figures for employees in the rest of the economy and the employed labour
force (employees in employment, the self employed and HM Forces) in
Great Britain remain the same as reported last month.The employed labour
force is estimated to have increased by 372,000 in the year ending June
1987 and by 1,362,000 between March 1983, when the upward trend first
began, and June 1987.

Recent figures are set out in Table 5.

PERSCNAL AND CONFIDENTIAL
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TABLE 1

THE EMFLOYED LABOUR FORCE IN G
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Thousand:

s
¥

seasonally adjusted

Employees in

employment

All Industries

ices

Employed 1abour
Force including
csel f-employed
and HM Forces)

Levels Chanqe;

Manufacturing Enerqy % Water Service Other
Industries Supply Industries Industries Industries and Serv
Levels Chanq;s ] E;;;I;——MEEEEE;;__ Levels Changes Levels Changes
Mon-  Three* Guar— Mon- Quar-
thly monthly terly thly terly
1985 November S5.247 -14 - 3 562 - 4
December Q4 5,244 -3 =7 - 2 SS7 =3 = 11 12,968 + 74 1,300 ~-10 21,0469
1984 January 5,238 - - 8 547 -10
February Se212 -26 12 545 =
March Q1 5,205 -7 ~1.3 b 5S40 - 5 ~17 14,04 + 75 1.291 -9 21,079
April 5,197 -8 -14 SB7 -3
May S,167 =30 -15 5= e
June Q2 5,151 -16 -18 - 54 530 - 4 -10 14,126 + 83 1,292 + 1 21,099
July 5,132 =19 -22 Be - 4
Auqust 5,120 it -1b S22 - 4
September Q3 5,113 e T =13 - .38 SZ0 ol =10 14,213 + 87 1,281 -11 21 127
Dctaober 5,110 = 35 - T 547 -3
November Uit + -3 512 -5
December (4 5,106 =) -2 - T 510 - 2 -10 14,279 + b6 1,284 * 3 21,179
1987 January 5.083 -23 -9 303 - T
February 5,082 - =10 S02 e |
March Q1 5,075 - bl 1) - 31 496 - 6 -14 ‘14,397 +1143 1,298 +14 21 {262
April 5.4 070 -9 - 4 430 -6
May 5,077 7 -2 490 (s}
June @2 5,085 #. 8 PG +* 190 491 + 1 -5 14492 * .99 1,303 * 5 215371
July S5.,072R ~-13R + 1R 488 -3
August F5.071R -~ 1R - 487R - 1R
September 03 $5,0635 - & =5 - 20 489 + 1 - 3
* = Average monthly change over last three months s T e
R = Revised to incorporate late data now available.
Lol oy ol T " .= -
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Levels Chanqe;

23,964 + 13

23,987 <+ 23

24,041 + S4

24,117 « 74

24,225 +108

24,359 +134



PERSONAL AND CONFIDENTIAL UNTIL 11.30 ON 12 NOVEMBER 1987

VACANCIES

The stock of unfilled vacancies at jobcentres (seasonally adjusted and
excluding Community Programme vacancies) increased by 14,800 in the month to
October to reach 261,400. Over the past three months to October,
seasonally adjusted vacancies have increased on average by 8,700 per month.

Unadjusted, there was an increase of 16,950 unfilled vacancies in the month
to 312,156. There was an increase of 18 Community Programme vacancies.

The inflow of notified vacancies increased on average by 5,300 per month
in the three months ending October 1987, the outflow increased by
2,100 per month,and placings increased by 1,200 per month.

Recent figures are shown in tables 6, 7 and 8.

TABLE 6: UNFILLED VACANCIES - UNITED KINGDOM THOUSAND
VACANCIES AT JOBCENTRES+* VACANCIES
UNADJUSTED SEASONALLY ADJUSTED (R) AT CAREERS
EXCLUDING COMMUNITY PROGRAMME OFFICES
Total Change Average
Community excluding since change over
Total Programme Community Number previous 3 months UNADJUSTED
Vacancies Programme month ended

1986 Oct 261.1 34.9 226.2 209.5 T:b 5.4 14.7
Nov 248.2 32.2 216.0 2125 3.0 4.0 135
Dec 223.3 29.0 194.3 210.6 -1.9 2.9 12.5
1987 Jan 218.1 30.1 188.1 212.0 1.4 0.8 11.9
Feb 216.0 27.9 188.1 207.0 -5.0 -1.8 13.8
Mar 226.1 25.4 200.7 214.2 1.2 1.2 139
Apr 240.0 24.5 215:5 o T 3.5 1.9 15.9
May 265.4 26.0 239.5 230.5 12.8 7.8 19.0
Jun 275.8 28.0 247.9 233.7 32 6.5 23.5
Jul 272.3 28.6 243.7 235.2 1.5 5.8 23.9
Aug 269.9 30.2 239.6 236.9 1.7 2.1 2.6
Sep 295.2 31.9 263.3 246.6 9.7 4.3 3.7
Oct  312.2 32.0 280.2 261.4 14.8 8.7 23.1

* See note Cl.
(R) see note C4.
+ Vacancies at jobcentres are only about a third of all vacancies in the economy. See

note C3.

PERSONAL AND CONFICENTIAL

UNTIL 11.30 am. CN .02 11.82. ..
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PERSONAL AND CONFIDENTIAL UNTIL 11.30 ON 12 NOVEMBER 1987

T‘g 7:VACANCY FLOWS AT JOBCENTRES-SEASONALLY ADJUSTED(EXCLUDINGNG COMMUNITY PROGRAMME)

UNITED KINGDOM THOUSAND
INFLOW (R) OUTFLOW (R) of which: PLACINGS (R)
Level Average change Level Average change Level Average change
3 Months ended 3 months ended 3 months ended
1986 Oct 220.9 1.0 217.8 3:1 162.4 1:B
Nov 225.4 2.1 220.8 3:3 164.5 -4
Dec 222.4 0.0 224.0 2.8 165.6 1.7
1987 Jan 218.9 -0.7 217.0 -0.3 161.2 -0.4
Feb 209.2 -5.4 213.9 -2.3 159.0 -1.8
Mar 232.0 3.2 227.9 1.3 168.0 0.8
Apr 230.2 3.8 225.0 2.7 162.4 0.4
May 213.3 1.4 202.3 -3.9 147.6 -3.8
Jun 229.9 -0.7 223.5 -1.5 162.5 -1.8
Jul 220.0 -3.4 217.9 -2.4 154.3 -2.7
Aug 222.7 - B | 218.5 5.4 154.8 2.4
Sep 228.8 -0.4 215.9 -2.5 154.5 -2.7
Oct 235.9 5.3 224.2 2.1 158.0 1:2
TABLE 8: *UNFILLED VACANCIES - REGIONS - 2 October 1987 THOUSAND
VACANCIES AT JOBCENTRES VACANCIES
UNADJUSTED* SEASONALLY ADJUSTED (R) AT CAREERS
(EXCLUDING COMMUNITY PROG OFFICES
Total VACANCIES)
Community excluding Change since

TOTAL Programme Community Number previous month UNADJUSTED
Vacancies Programme

South East 115.6 5.2 110.4 101.6 2:7 14.2
(Greater London) (48.7) £2.7) (46.0) (41.9) (3.4) (8.2)
East Anglia 10.2 0.6 9.6 8.9 0.6 0.7
South West 24.8 2.7 22.1 21.1 1.2 1.2
West Midlands al.1 4.4 26.7 24.6 1.8 1.8
East Midlands 16.0 1.6 14.4 13.3 0.2 1.1
Yorks and

Humberside 21.5 3.0 18.4 17.1 0.8 0.9
North West 32.0 3.5 28.4 26.7 0.9 1.2
North 17.8 4.0 13.8 12.9 0.5 0.4
Wales 15.6 2.9 12.7 12.4 0.9 0.3
Scotland 25.4 3.4 22.0 20.7 1.1 0.4
GREAT BRITAIN 309.9 31.5 278.5 259.2 14.7 22.1
Northern Ireland 2.2 0.5 1.7 22 0.1 1.0
UNITED KINGDOM 312.2 32.0 280.2 261.4 14.8 23.1

* The proportion of total vacancies at Jobcentres varies by region. See note C3.

Ll o e o PERSONAL AND CONFIZENTIAL

UNTIL 11.50 am. CON 1&:/1.872..
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PERGONAL AND CCNFIDINTIAL

‘ AVERAGE EARNINGS UNTIL 11.20 a.m. ON ../&: /1. J e

The underlying increase in average weekly earnings in the year to September
was about T per cent, similar to the increase in the year to August.

The actual increase in the year to September, 7.9 per cent, was slightly above
the estimated underlying increase because changes in the timing of some pay
settlements meant that some employees had received two settlements in the
twelve month period.

TABLE 9: INDEX OF AVERAGE EARNINGS OF EMPLOYEES IN GREAT BRITAIN: WHOLE

ECONOMY
Seasonally adjusted
Percentage Underlying
Index Index increase over percentage increase
January 1980 previous 12 over previous
= 100 months 12 months

1986

July 187.9 186.3 8.2 73
August 187.2 187.0 8.0 : T3
September 186.8 187.1 6.1 73
October 188.3 188.7 8.3 7%
November 191.2 190.2 8.1 72
December 193.4 191.3 T.4 78
1987

January 190.4 192.8 7.6 T
February 191.2 193.4 T4 7%
March 194.5 194.8 6.7 7%
April 196.0 197.4 6.5 78
May 198.1 198.5 8.7 78
June 200.0 198.1 1% 73
July 203.1 201.3 8.1 72
August 201.6 201.3 7.6 78
September# 201.6 201.9 7.9 78

# Provisional

FERSCHNAL A7iD Corme- s
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PERSCHAL AND CCTHF.o

UNTIL 11.20 am. ON NES XA

In production industries, the underlying increase in average weekly earnings
in the year to September was about 8% per cent, similar to the increase in the
year to August. Within this sector, in manufacturing industries, the
underlying increase in average weekly earnings in the year to September was
about 83 per cent, similiar to the increase in the year to August. These
increases include the effect of higher overtime working this year than a year
ago.

The actual increases for production industries and manufacturing industries in
the year to September were 8.4 per cent and 8.5 per cent respectively.

In service industries, the underlying increase in average weekly earnings in
the year to September was about 7% per cent, similar to the increase in the
year to August. The actual increase in the year to September was 7.6 per cent
and was slightly inflated by the change in the timing of some pay settlements.

TARLE 10: INDEX OF AVERAGE EARNINGS OF EMPLOYEES IN GREAT BRITAIN
MAIN SECTORS
Seasonally adjusted
Production industries¥* Manufacturing Industries®** Service Industries¥¥¥
Percentage Percentage Percentage
Index increases over Index increases over Index increases over
Janary previous January previous Janmary previous
1980=100 12 months 1980=100 12 months 1980=100 12 months
seas adj uwderlying seas adj underlying seas adj uderlying
1986
July 189.9 6.8 8 190.5 6.8 T8 186.0 9.3 T
August 192.1 8.0 T2 191.9 i T8 187.3 8.3 T3
September 193.9 6.7 T8 194.0 6.9 T8 186.0 5.7 T3
October 195.2 8.0 T2 19%5.2 7.9 T2 187.4 8.7 7%
November 196.6 7.8 8 197.1 7.8 T2 190.5 8.5 T3
December 199.6 8.4 8 200.0 8.3 8 189.2 6.7 T3
1987
Janary 199.9 7.8 ¥ 200.0 7.8 T2 190.3 LT T3
Febrmary 200.6 7.9 8 21.0 8.1 8 189.7 7.2 Ve
March 199.8 7.4 8 21.1 7.6 8 193.8 5.9 Ve
April 203.6 7.2 8 204.4 7.0 8 196.4 5.8 78
May 21.6 8.0 8 202.4 8.2 8 199.2 9.3 T
June 23.9 8.0 82 204.8 7.9 81 198.7 7.5 T3
July 206.4 8.7 81 207.6 9.0 82 200.4 TT Ve
August 207.8 8.2 81 207.2 8.0 8 200.9 T3 Ve
September(prov) 210.1 8.4 81 210.5 8.5 8 200.2 7.6 %

#  DIVISIONS 1-U4 of SIC 1980 covering Energy and water-supply and manufacturing.

#% DIVISIONS 2-U4 of SIC 1980. Included in production industries.

##% DTVISIONS 6-9 of SIC 1980 covering Distribution, hotels and catering, repairs; Transport and comumication;
Banking, finance, insurance, business services and leasing; Other Services (including public administration,
education, medical and other health services, etc).
R = Revised

PERSONAL AND C
UNTIL 11.20 am
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UNIT WAGE AND SALARY COSTS

LATER AND REVISED FIGURES FOR WAGES AND SALARIES PER UNIT OF OUTPUT 1IN
MANUFACTURING WILL BE AVAILABLE ON REQUEST FROM THE DEPARTMENT OF EMPLOYMENT FROM
11.30 AM ON FRIDAY 13 NOVEMBER (SEE NOTES TO EDITORS).

In the three months ending August 1987, wages and salaries per unit of output in
manufacturing industries were 1.5 per cent above the corresponding period a year
earlier. This increase was below the rise in average earnings in manufacturing
(see Table 10) as there was a rise of nearly 7 per cent in productivity over this
period (see Table 13).

In the second quarter of 1987, wages and salaries per unit of output in the whole
economy were 4.6 per cent above the corresponding period of 1986. The increase

was below the rise in average earnings in the whole economy (see Table 9) as there
was a rise of over 2% per cent in productivity over this period (see Table 13).

Recent figures are:-

TABLE 11: WAGES AND SALARIES PER UNIT OF OUTPUT

Manufacturing Whole Economy
Index Index
1980 = Percentage increase 1980 = Percentage increase
100 on a year earlier 100 on a year earlier
1985 Q2 122.4 53 129.9 4.8
Q3 125.5 6.3 132.9 6.0
Q4 128.4 6.0 134.2 4.4
1986 Q1 130.6 7.5 136.4 6.0
Q2 130.0 6.2 137.9 6.2
Q3 129.4 Set 138.8 4.4
Q4 129.8 1.1 140.9 5.0
1987 Q1 131.4 0.6 141.9 4.0
Q2 131.5 1.2 1y .2 4.6
1987 May 130.3 1.1 o's oo
June 131.9 1.5 oo oo
July 131.4 2.1 sl e
Aug 130.7 0.8 S e
3 months ending
1987 May 131.0 0.5 oo oo
June 131.5 1.2 os oo
July 131.2 1.5 oo oo
Aug 131.3 15 oo .o

13



#AKsewe A~D  CONFIDENTIAL UNTIL 11.30am OF 12 NOVEMBER 1087
HOURS WORKED IN MANUFACTURING INDUSTRIES

Qvertime working by operatives in manufacturing industries was estimated
at 12.97 million hours a week in September 1987 giving an average for
the third quarter of 12.66 million hours a week. After fluctuating
around 11.5 to 12 million hours a week through 1986, overtime working
has for several months been above the peak level of some 12 million
hours a week which was reached in much of 1985.Current levels are still
well below the level of 15 million hours a week and more observed in the
late 1970s.

Hours lost through ghort-time working in manufacturing industries remain
very low, 0.21 million hours per week in September.

The index of average weekly hours worked by operatives in manufacturing

industries (which takes account of hours of overtime and short-time as
well as normal basic hours) was estimated at 103.6 in September 1987
giving an average of 103.4 for the third quarter

Recent figures are set out in Table 12.

) ANUKA NDUSTR
Great Britain, seasonally adjusted

R D
-¥» aPAY.

Hours lost through Index of
Hours of short-time working average weekly
overtime (stood off for whole hours (average
worked or part of week) 1980 = 100»
Millions per week Millions per week
1986 Jun 11.40 0.42 102.7
Jul 11.61 0.40 102.8
Aug 11.71 0.41 102.8
Sep 11.68 0.39 102.8
Oct 11.73 0.81 102.8
Nov 12.08 0.52 103.0
Dec 11.74 0.49 102.9
1987 Jan 11.18 0.61 102.2
Feb 12.11 0.41 103.2
Mar 12.43 0.35 103.3R
Apr 12.51 0.46 103.4
May 12.34 0.38 103.2R
June 12.80 0.28 103.5R
Jul 12.41R 0.36R 103.2R
Aug 12.61R 0.27R 103.4R
Sep 12.97 0.21 103.6

PERSONAL 22D CCMZIDENTIAL
UNTIL 11.32 o.m. CN 121187 .
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‘ PRODUCTIVITY

LATER AND REVISED FIGURES FOR MANUFACTURING OUTPUT PER HEAD WILL BE AVAILABLE
ON REQUEST FROM THE DEPARTMENT OF EMPLOYMENT FROM 11.30 AM ON FRIDAY 13
NOVEMBER (SEE NOTES TO EDITORS).

Manufacturing output per head in the three months to August was 1.7 per cent
higher than in the three months ending May and 6.8 per cent higher than in the
same period a year earlier.

Output per head in the whole economy in the second quarter of 1986 was 0.5 per
cent above the previous quarter and 2.7 per cent higher than in the second
quarter of 1986.

Recent figures are:

TABLE 13: OUTPUT PER HEAD seasonally adjusted, U.K.
Manufacturing Whole Economy
Index Percentage Index  Percentage
1980 Increase 1980 increase
= 100 on a year = 100 on a year
earlier earlier
1985 Q2 131.6 4.4 114.5 2.8
Q3 130.7 2.7 114.1 2.1
Q4 130.3 2.3 114.8 2.3
1986 Q1 130.4 0.4 115.2 1.6
Q2 1333 1.3 116.6 1.8
Q3 135.8 3.9 117.8 3.2
Q4 139.1 6.8 118.5 3.2
1987 Q1 139.8 T2 119.2 3.5
Q2 141.9 6.5 119.8 2.7
1987 May 142.1 7.0 .s oo
June 142.1 6.4 2% AP
July 144.6 6.8 oo oo
Aus 1”5-2 7.2 L] o0
3 months ending
1987 May 1141.5 T=0 .o oo
June 141.9 6.5 e R
July W29 - 65T e oo
Aug 1"”4.0 6.8 L] L ]
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In September 1987, it is provisionally estimated +that 45,000
working days were lost in the United Kingdom through stoppages of
work due to industrial disputes. This compares with a provisional
estimate of 35,000 in August 1987, 154,000 in September last year
and an average of 1,835,000 for September during the ten year
period 1977 to 1986.

rr

During the twelve months to September 1987 a total of 978
stoppages have been provisionally recorded as being in progress,
involving a total of 926,000 workers and resulting in a loss of
3,597,000 working days. The comparable figures for the twelve
month period to September 1986 were 1,001 stoppages, 691,000
workers and 2,267,000 working days lost.

Table 14. Industrial stoppages in progress in the United Kingdom.

Working days lost Number of Workers involved
(thousand) Stoppages (thousand)
1986
Sep 154 102 67
Oct 167 148 48
Nov 137 107 98
Dec 87 91 50
1987
Jan 886 109 171
Feb 928 123 145
Mar 252 114 219
Apr 327 125 152
May 220 85 125
Jun(p) 338 90 168
Jul(p) 184 70 70
Aug(p) 35 48 16
Sep(p) 45 48 10
Cumulative totals
12 months to
September 1986 2,267 1,001 691
12 months to
September 1987(p) 3,597 978 926 |
16
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PERSONAL AND CCHFIDENTIAL
NOTES TO EDITORS o 1118'7

UNTIE11.30 2.5, ON . 540090,
GENERAL SYMBOLS

The following symbols are used throughout: .. not available, - nil
or negligible, p provisional, r revised. Occasionally, totals may
differ from the sum of components because of rounding or separate
seasonal adjustments of components.

UNEMPLOYMENT (Tables 1-4)

Al. The unemployment figures are derived from records of claimants
of benefit held at Unemployment Benefit Offices. The term
"claimants" in the unemployment count is used to include those who
claim unemployment benefit", supplementary benefits or national
insurance credits. The figures include the severely disabled but
exclude students seeking vacation work and the temporarily stopped
(see below). A full description of the system of compiling the
figures appeared in the September 1982 Employment Gazette.

A2. The unemployment figures exclude students who are claiming
unemployment benefit during a vacation but who intend to return to
full-time education when the new term begins. From November 1986 most
students have only been eligible for benefits in the summer vacation.
On 8 October 1987 these numbered 20,297 in Great Britain and 22,566
in the United Kingdom.

A3. The figures exclude temporarily stopped workers.that is, those
who had a job on the day of the count but were temporarily suspended
from work on that day and were claiming benefits. On 8 October 1987
these numbered 3,505 1in Great Britain and 4,701 in the United
Kingdom.

A4. The school leaver figures relate to people under 18 years of
age who have not entered employment since completing full-time
education. Part of the change in the count of school leavers
between one month and the next vreflects some of them reaching
the age of 18. The unemployment count excludes school leavers
not yet entitled to benefit; for June, July, and August, the months
mainly affected, a special count of those registering at
Careers Offices is provided.

A5. Regional unemployment rates are calculated by expressing the
number of unemployed as a percentage of the estimated total
working population (the sum of employees in employment, unemployed,
self-employed and HM Forces) at mid-1986. These rates include the
self-employed and armed forces in the base to provide a more
reliable guide to the incidence of unemployment among the whole
workforce. Until July 1986, all rates were expressed as a
percentage of employees plus the unemployed only. These narrower
based rates, continue to be used for local areas (travel-to-work
areas and counties) because estimates for the self-employed and
armed forces needed to calculate the new rates are not made below
regional level. The UK narrower rates on 8 October 1987 were 13.5
per cent for males and 7.9 per cent for females, 11.1 per cent in
total(unadjusted).

There have been some slight revisions to the regional denominators
this month incorporating recent revisions to the estimates of
employees in employment.

17
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A6. The latest figures for national and regional seasonally adjusted
unemployment are provisional and subject to revision, mainly in
the following month. The seasonally adjusted series takes
account of all past discontinuities to be consistent with the
current coverage. (See the article ‘Unemployment adjusted for
discontinuities and seasonality’ in the July 1985 Employment
Gazette, and also page 422 of the October 1986 edition).

A7. The unemployment flows, in table 3 relate to people claiming
and ceasing to claim benefit in the United Kingdom. A seasonally
adjusted series cannot yet be estimated. The figures are
standardised to a four and one third week month to allow for the
varying periods between successive monthly count dates, and may,
therefore, appear not to balance the monthly changes in
unemployment levels. It may also be noted that while changes in
the Tlevel of unemployed school leavers are affected by some of
them reaching the age of 18 (see note A4), the outflow figures
relate only to those aged under 18 leaving the count.

EMPLOYMENT (Table 5)

Bl. Information on the number of employees in employment is for most
industries collected quarterly and monthly from sample surveys
addressed to individual establishments and for other industries
from returns provided by major employers in the industry. These
figures are used to calculate rates of change 1in employment since
the last Census of Employment was held, and the rates of change are
applied to comprehensive census results to provide current
estimates.

B2. The surveys cover all 1large establishments and a proportion of
small establishments (but none of the smallest employers). 30,000
establishments are surveyed each quarter month (e.g. in March,
June etc.), and of these 12,000 are in manufacturing industries.
6,000 of the manufacturing establishments are also surveyed in
non quarter months. Estimates for these months are 1less reliable
than those for quarter months, and the first estimates are
subject to revision when the following quarters figures become
available (e.g. January and February estimates are revised in the
light of figures for March). As the estimates of employees in
employment are derived from employers’ reports of the numbers of
people they employ, individuals holding two Jjobs with different
employers will be counted twice. Participants in government
employment and training schemes are included if they have a contract
of employment. HM forces, homeworkers and private domestic servants
are excluded.

18



B3. The estimates of employees in employment presented in this press
notice also take account of the results of the 1985 and 1986 sample
Labour Force Surveys. The series include allowances for
undercounting in the estimates of the number of employees in
employment derived from the sample survey of employers. Since the
second quarter of 1986, 47,400 per quarter has been added to the raw
estimates of total employees in employment based on the sample. The
reasoning behind such allowances is described in the Employment
Gazette April 1987 (page 201).

B4. The self employed are those who in their main employment work on
their own account, whether or not they have any employees. Second
occupations classified as self employed are not included.

B5. Comprehensive estimates of the number of self-employed are taken
from the Census of Population, the most recent of which was held in
1981. Estimates for the other years are made by applying rates of
change, derived from the sample Labour Force Survey results, to
the census benchmark. In this way self employment is estimated to
have increased by 12,800 a quarter between mid 1981 and mid 1983,
by 68,800 a quarter between mid 1983 and mid 1984, by 28,800 a
quarter between mid 1984 and mid 1985,and by 4,100 a quarter between
mid 1985 and mid 1986.Pending the results of the 1987 Labour Force
Survey it is assumed that the numbers of self employed are
continuing to increase at the rate of 25,400 a quarter observed
between 1981. The date of the latest Census of Population which
provides a benchmark for the self employment series, and 1986, the
date of the 1latest available Labour Force Survey data. The
derivation of recent estimates is described in the Employment Gazette
April 1987 (page 205)

B6. Figures for HM Forces are provided by the Ministry of Defence.

B7 The employed labour force comprises employees in employment, the
self employed and HM forces.

VACANCIES (Tables 6-8)

Cl. The vacancy statistics include self-employed vacancies and
exclude vacancies handled by Professional and Executive
Recruitment. Community Programme vacancies at Jobcentres are
included in the unadjusted total, but excluded from the seasonally
adjusted series. Figures are available back to 1980. For further
details see the October 1985 Employment Gazette.

C2. Vacancies at Jobcentres are mainly for adults aged 18 or over,
but include some vacancies for persons under 18. Vacancies at
Careers offices are mainly for young persons under 18 years of
age, but include some vacancies suitable for adults. Where the
vacancy is notified to both services by an employer, it will be
included in both counts; for this reason, the two counts should
not be added together to give a figure for total vacancies.

19



C3. The figures of vacancies published in this press notice do not
represent the total number of vacancies in the economy. Latest
estimates suggest that nationally about one third of all
vacancies are notified to Jobcentres; and about one quarter of
all engagements are made through Jobcentres. Inflow, outflow,
and placings figures are collected for four or five week periods
between count dates; the figures in this press notice are
converted to a standard four and one third week month.

C4. The seasonally adjusted series of vacancy stocks, flows and
placings have been updated this month. Revisions extend back to
January 1983.

EARNINGS (Tables 9 and 10)

D1. The whole economy index of average earnings was introduced from
January 1976. It was described in the April 1976 issue of Employment
Gazette. The present series is based on January 1980 = 100. Separate
indices for 26 industry groups of Standard Industrial Classification
(1980) are published in the Employment Gazette.

D2. A1l the series are based on information obtained from the
Department’s monthly survey of a representative sample of firms in
Great Britain, combined with information supplied by the Ministry of
Agriculture Fisheries and Food about agricultural earnings in England
and Wales. The survey obtains details of the gross wages and salaries
paid to employees, in respect of the last pay week of the month for
the weekly paid, and for the calendar month for the monthly paid.
The earnings of the latter are converted into a weekly basis. The
average earnings are obtained by dividing the total paid by the
total number of employees paid, including those employees on
strike. The sample of returns contains information relating to some
10 million employees.

D3. The analysis of underlying changes was described in Employment
Gazette, April 1981, page 193, and the most recent analysis appeared
in Employment Gazette in September 1987. The next analysis will
appear in the December issue.

D4. The average earnings figures are not intended to measure solely
the average increase in rates of pay for a standard week reflected
in  annual pay settlements. Changes in hours worked are not regarded
as a temporary factor and therefore continue to influence the
underlying rate. Irregular variations in bonuses, sickness, etc., on
which no information is available, can also affect the underlying
trend, as can changes in the composition of the labour force.
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UNIT WAGE AND SALARY COSTS (Table 11)

El. Exceptionally, this month the release of this press notice
precedes the release of the corresponding monthly index of
manufacturing output, and so September figures for unit wage costs
and productivity are not yet available. The output figures will be
released on Friday 13 November at 11.30 am by the Central Statistical
Office and the September figures for both unit wage costs and
productivity in manufacturing (together with any further revisions
for earlier months) will all be available on request from the
Department of Employment from the same time.

E2. Wages and Salaries per unit of output “in manufacturing is
compiled wusing monthly series of average earnings,employment and
output; it is described in Employment Gazette, June 1982, page 261.
For wages and salaries per unit of output in the whole economy, the
wages and salaries totals in the numerator are adjusted to
incorporate the earnings of the self-employed, based on the ratio
of the employed Tlabour force to the number of employees in
employment and HM Forces. The denominator is the output measure of
gross domestic product at factor cost in constant prices. For
further information, see Employment Gazette, May 1986, page 172.

HOURS OF WORK (Table 12)

F1. The hours of overtime and short-time worked by operatives in
manufacturing industries are collected by the surveys of individual
establishments which are used to collect numbers of employees.
Figures are collected monthly; those for non-quarter months are
based on a smaller sample, and are therefore subject to
retrospective revisions in the same way as the employee estimates.

F2. The index of average weekly hours relates to average weekly
hours worked by operatives in manufacturing industries. It is
based on the normal weekly hours of full time operatives as in
national agreements plus average net overtime. The calculation
of this index is described on page 240 of Employment Gazette, June
1983.

PRODUCTIVITY (Table 13)
Gl. See note El.

G2. Index numbers of output per person employed are calculated by
dividing an index of output by an index of the numbers employed.
The indices are all based on 1980 = 100. The output series for
the economy as a whole is the output-based measure of gross
domestic product and is consistent with the GDP press notice to be
published by the CSO on 21 September. This series is used so as to
achieve consistency with the industrial analysis for which the
indices of output for the production industries are used. The
indices for employment are based on the employed 1abour force in
the United Kingdom as defined in para B4 above, after combining
mid-month estimates to reflect average levels of employment in the
month or quarter as a whole.
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INDUSTRIAL STOPPAGES (Table 14)

Hl. Statistics of stoppages of work due to industrial disputes in
the United Kingdom relate only to disputes connected with terms
and conditions of employment. Stoppage involving fewer than 10
workers or lasting less than one day are excluded except where
the aggregate of working days 1lost exceeded 100. However, there
are difficulties recording stoppages near the margin of this
threshold and consequently greater emphasis should be placed on
the figure for working days lost rather than on the number of
stoppages. The monthly figures are provisional and subject to
revision, normally upwards, to take account of additional or
revised information received after going to press.
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Unemployment
-regions and sex
UNEMPLOYMENT - regions ans sex: Oct 1987
SEASONALLY ADJUSTED EXCLUDING SCHOOL LEAVERS

NUMBER (Thousands) UNEMPLOYMENT RATE (Per Cent)*
At Change in month At  Change in month Change in
Oct 1987 since Sept 1987 Oct 1987 since Sept 1987 year since
Oct 1986
REGIONS (1)
South East 624.2 -16.1 6.8 -0.2 -1.5
(Greater Lond (338.5) -6.3 7.9 -0.1 -1.4
East Anglia 66.0 -2.1 6.9 -0.2 -1.5
South West 163.0 -4.9 8.0 -0.2 -1.8
West Midlands 278.3 -6.1 10.8 -0.2 -2.1
East Midlands 169.1 -4.0 8.9 -0.2 -1.4
Yorks & Humber 261.2 -5.8 11l -0.2 217
North West 37¢:1 -7.2 12.4 -0.2 -1:9-1-3
North 197.6 -3.5 13.7 -0.2 1.6
Wales 145.4 -3.1 12.1 -0.3 -1.9
Scotland 315.4 -4.4 12.8 -0.2 o s
GREAT BRITAIN 2592.1 -57.4 9.6 -0.2 -1.6
Northern I. 122.8 -1.0 17.9 -0.1 -0.8
UNITED KINGDOM 2714.9 -58.4 9.8 -0.2 -1.6

MALES AND FEMALES
UK Males 1900.7 -39.0 11.6 =0.2 =1.7

UK Females 814.2 -19.4 L2 -0.2 -1.5

* Percentage of whole working population (new basis, taking account of self-employed
and armed forces)

12
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Long term unemployment
(a) LONG TERM UNEMPLOYMENT, UK

Thousands
July Change between Change between July '86 & July 87
1987 April 1987 &
July 1987+

Over 1 year 1,238 - 57 - 110
Over 2 years 784 - 27 - 62
Over 3 years 557 - 6 - 18
Over 4 years 400 - 6 + 15
Over 5 years 277 + 5 + 4y

*# Change adjusted to allow for the effects of the 1981 Civil Service

Dispute which delayed the starting date of unemployment for many claimants.

+ Quarterly changes affected by seasonal influences.
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Unemployment by age

(b) UNEMPLOYMENT BY AGE, UK

Thousands
July 1987 Change between July '86 and July'87
Under 18 116.3 =155
18 - 19 247.6 - 56
20 - 24 611.5 - 92
25 - 54 1583.5 - 146
55 and over 347.6 - 25
All ages 2906.5 - 373
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*¥To nearest thousand ’

Department of Employment Scheme Participants GB with and without the employed labour force (to nearest thousand)

Scheme Participants in the GB employed Labour Force Scheme Participants outside employed labour force
cAs cp cI NWS*  YOP+  YTS++ YTS++ JE3 . g8
March 83 2 39 8 103 234 0 0 79
June 83 2 64 8 93 154 2 19 81
Sept. 83 8 97 8 103 69 17 156 85
Dec 83 20 115 8 105 22 26 231 88
Mar 84 27 113 8 98 22 25 227 95
June 84 37 120 8 70 y 24 220 91
Sept 84 39 123 8 63 29 258 86
Dec 84 39 130 8 57 28 251 78
Mar 85 41 133 8 52 25 227 70
June 85 48 138 8 43 24 212 61
Sept 85 49 151 8 50 30 266 54
Dec 85 52 174 8 57 28 250 48
Mar 86 55 200 8 51 24 219 43
June 86 60 221 8 31 27 243 37
Sept 86 66 235 8 28 33 300 32
Dec 86 T4 248 8 33 32 291 1 27
March 87 81 244 8 34 30 269 2 24
Apr 87 85 238 8 32 30 272 3 23
May 87 87 235 8 29 29 263 8 22
June 87 90 232 8 24 35 316 13 22
July 87 93 231 8 18 37 336 17 21
Aug 87 94 229 8 18 4o 356 20 21
Sep 87 96 229 8 18 42 380 22 21

* TFigures prior to June 1986 relate to similar Young Workers Scheme

+ Excludes trainers

++ Excludes trainers, figures for latest months subject to revisions:
participants in employed labour forcelpfue,cgnﬁrgg?gDogygppigygqquL

AroViermie

HD
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. PERSONAL AND CONFIDENTIAL UNTIL 11.30 AM ON 12 NOVEMBER 1987
International Comparisons of Unemployment Levels

Although unemployment in the UK has been falling more rapidly than in other
countries, the unemployment rate remains relatively high. The following table
gives the latest figures on national definitions, which are not strictly
comparable owing to national differences in coverage and concepts of
unemployment, together with the available OECD standardised rates which are

recommended for comparing levels of unemployment.

RECOMMENDED
OECD STANDARDISED RATES UNEMPLOYMENT, NATIONAL DEFINITIONS

Seasonally adjusted Seasonally adjusted Unad justed

Latest % Number % Number § Latest

month rate (000s) rates (000s) rate month

May 20.1 2,926 20.9 2,812% 20.1 July
Ireland Sie e 249 19.4 249  19.4 Aug

Jul 10.9 2,597 10.53 2,674 10.82 Sep
Italy@ Q3 (1986) (10.7%) 2,783 117 25725 11,6 Apr
Belgium Aug 10.6 42g9€ 15.5€ 423 15.4 Sep
United Kingdom Aug 9.8 2,715 9.8 2,751 9.9 Oct
Netherlands Aug 9.5 681 14.0 694  14.2 Aug
Canada? Aug 8.7 1,130 8.6 1,030 7.8 Sep
Australia? Aug 8.0 630 8.1 602 748 Aug
Cermany Jul 710 2,252 8.0 2,093 7.4 Oct
Denmark oo .o 217 7.9 195 Te1 June
Portugal = s 291 6.8 284% 6.6 July
United States@ Aug 5.9 7,089 5.9 6,857 5.7 Sep
Greece S o e e 184 4.6 Aug
Austria 1985 3.6 158¢€ 5.4€ 119 4.1 Aug
Japan@ Jul 2.7 1,700 2.8 1,660 2.7 Aug
Swedend Aug 2.2 65 1:3 85 1.9 Sep
Norway May 1.8 31 1.9 29 1.8 Jul
Luxembourg o .o is oin 2 1.6 July
Switzerland Q3(1986) 0.9 s 58 20 0:7 Aug
OECDP j Q3 (1986) 7.6

e estimated
a Survey Sources

b Includes all countries with Standardised rates

+ This rate to be revised shortly,
Labour Force Survey.

already been rev
®# August figures

ised.

probably downwards using new information from EC
The rates for the UK, the Netherlands, Germany and Belgium have

Sources:- OECD "Main Economic Indicators" supplemented by Labour Attache reports etc
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The following table shows the changes in unemployment,

percenta

PERSONAL AND CONFIDENTIAL UNTIL 11.30 AM ON 12 NOVEMBER 1987

both in terms of

ge increases and,

more significantly,

The latter are recommended for comparison.

Spain
Italy
Ireland
Luxembourg
Austria
Germany
France
Greece
Denmark
Switzerland
Australia
Japan
Norway
Belgium
Netherlands
Sweden
Canada

USA

United Kingdom

changes in percentage rates.

UNEMPLOYMENT, LATEST MONTH COMPARED WITH A YEAR EARLIER

Unadjusted unemployment, national definitions

Portugal

NC = No Change

e = estimated

RECOMMENDED|
Change in Change % Change Latest
% rate (000s) in total month
+ 0.9 + 169 + b Aug
+ 0.8 + 198 . e Aug
+ 0.8 %1519 + 5 Aug
+ 0.3 N/C + 20 July
+ 0.2 + b6 + 5 Aug
+ 0.2 + 66 + 3 Oct
+ 0.2 + 50 + 2 Sep
N/C + 3 + U4 Aug
N/C + 3 + 2 June
N/C N/C - 1 Aug
=05 + 6 + 1 Aug
- 0.1 - 30 - 2 Aug
- 0.2 - 5 - 14 July
- 0.3 -6 - 1 Sep
- 0.3 - 17 - 2 Aug
- 0.7 =03 - 28 Sep
- 0.9 ol o Sep
- 1.0 -1158 - 14 Sep
- 1.7 - 486 - 15 Oct
- 1.8 - T7 - 21 Aug

Sources:- OECD "Main Economic Indicators"™ supplemented by Labour Attache reports etc

PERSONAL AND CONFIDENTIAL UNTIL 11.30 AM ON 12 NOVEMBER 1987
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When assessing the increase in unemployment in more recent periods than over the past

year, seasonally adjusted figures need to be used.

The following table compares

seasonally adjusted figures for the latest three months with the previous three

months. An additional table C4d shows monthly figures for selected countries.

Italy
Spain
Ireland
Germany
~Belgium
Denmark
Netherlands
France

Norway

Australia
United States
Japan

Sweden

Canada
Austria
United Kingdom

Seasonally adjusted, national definitions

UNEMPLOYMENT, LATEST 3 MONTHS COMPARED WITH PREVIOUS 3 MONTHS

Portugal

Note Seasonally adjusted figures not available for

NC
e

No Change
estimated

RECOMMENDED
Change
Change in Number Percentage Latest
percentage rate (000s) Changes month

+ 0.4 + 093 +i .3 Aug
+ 0.2 + 24 + July
+ 0.1 -+ 1 -+ 1 Aug

NC - 9 NC Oct
- 0.2 - 5 - 1 Sep
- 0.1 - 2 - 1 June
- 0.1 - 6 - 1 Aug
- 0.1 - 27 - 1 Sep
- 0.1 - 2 - 6 July
- 0.2 - 1 - 2 Aug
- 0.2 - 257 - 4 Sep
- 0.2 - 107 - 6 Aug
a2 - 10 - 1 Sep
- 0.3 - 34 - 3 Sep
- 0.3 - 10 - 6 Aug
- 0.5 - 146 - 5 Oct
- 1.1 - 48 - 14 July

Greece, Luxembourg and Switzerland.

Sources:~ OECD "Main Economic Indicators" supplemented by Labour Attache reports etc
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Month

Aug 1985
Sep

Oct

Nov

Dec

Jan 1986
Feb

Mar

Apr

May

June
July
Aug

Sep

Oct

Nov

Dec

Jan 1987
Feb

Mar

Apr

May
June
July
Aug

Sep

Oct

PERSONAL. AND CONFIDENTIAL UNTIL 11.30 AM ON 12 NOVEMBER 1987

Seasonally Adjusted levels and rates of registered unemployment

¢cse!

UK France Germany Italy Spain
Level Rate Level Rate Level Rate Level Rate Level Rate
3119 11.3 2420 10.4 2301 8.3 2977 13.0 2649  19.5
3121 11.3 2467 10.6 2298 8.2 2989 13.0 2649  19.5
3124 11.3 2452 10.5 2297 8.2 3031 13.2 2650 19.4
31237+ 113 2448  10.5 2307 8.2 3040 13.3 2692 .19.7
3143 1.4 2441 10.5 2299 8.2 3061 13.4 2688  19.7
3156 1.4 2442 10.5 2262 8.2 3082 . 13i4 2706 19.8
3164 11.4 2446 10.5 2289 - 8.2 3127 . °13.6 2716  19.8
3207 11.5 2468 10.6 2269 8.1 3121 13.6 2730 19.9
3197 15 2490 10.7 2241 8.0 3158 13.7 2736 19.9
3201 115 2517 " 10.8 2243 8.0 3189 13.9 2730 19.9
3213+ 115 2523 10.8 2222 7.9 3207 14.0 2729 19.9
3212 1.6 2541 10.9 2208 7.9 3204 13.9 2743  19.9
3209 1.6 2557 11.0 22095 7.8 3212 4.0 2745 19.9
3183 = 11.6 2550 10.9 2191 7.8 3233 14.0 2772  20.1
31601 1135 2544 10.9 2180 - 7.8 3243 14.0 2802 20.1
3143  11.4 2549 10.9 21665 747 3192 13.8 2834 20.4
3119 " 11.3 2574 11.0 2T st 3268 14.0 2861 20.6
3114 11.2 2613 11.2 2194 7.8 3238 13.9 2869 20.5
3066 11.0 2655 1.4 2190 7.8 3286 14.1 2889  20.6
3040 11.0 2676 11.5 2228 7.9 3263 14.0 2897 20.7
3018 10.9 2659 1.4 2227 7 19 3136 13.4 2900 20.7
2952 10.6 2661 1.4 2219 .- 7.9 323371138 2912 20.8
2925 10.5 2645 1.3 2240 7.9 3239 13.9 2920 20.9
2876 10.4 2638 11.3 2251 8.0 3297 14.1 2926 20.9
2829 10.2 2649  11.4 2248 8.0 3373  14.4
2773 10.0 2597 11.1 2254 8.0
2715 9.8 2252 . 8.0

PERSONAL AND CONFIDENTIAL UNTIL 11.30 AM ON 12 NOVEMBER 1987
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Unemployment
COVERING CONFIDENTIAL - comparisons
with 19350s
UNEMPLOYMENT - comparison with the 1930s
Te The peak recorded pre-war was in January 1933, at 2,979,000 including

temporary stopped.

2. It is not possible to make a fully valid and meaningful comparison with
pre-war unemployment, for the following reasons. :

(1) the labour force is about one-third larger and different in
character. A much larger proportion of women work. We do not have
a continuous series of figures on employment against which to
measure the unemployed.

(2) Because of changes in entitlement to benefit, we cannot be sure to
what extent unemployed people are now more or less likely to claim
and to be included in the count.

(3) There have been many administrative changes and changes in the
methods used to count the unemployed.

(4) Changes in Government employment measures including legislation on
employees' rights will also have affected the figures. There may
also have been significant changes in practice by employers, for
example on temporary lay-offs, since the numbers recorded as
'temporarily stopped' were much higher before the war.

3. In any comparison with the 1930s it is also relevant that’ greater
protection is now given to the unemployed through social security provisions,
redundancy pay, and generally improved social conditions. Moreover, it is now
more common for there to be more than one breadwinner in the family.

ConERWNG
CONFIDENTIAL
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Unemployment --Coverage
of the count

UNEMPLOYMENT - COVERAGE OF THE COUNT:

COMPARISON WITH LABOUR FORCE SURVEY ESTIMATES

1. Unemployment is not a unique and unambiguous concept. It can be taken
by different people to mean different things depending on the context in which

the figures are used, and can be measured in different ways.

2. As in most other Western European countries, we use an administrative
system to provide monthly unemployment figures, although we also use household
surveys to provide less frequent information on a different basis. We use the
almost wholly computerised count of claimants® at unemployment benefit offices
because the figures are available frequently, quickly and cheaply, in
particular providing detailed local figures which would be very costly to

obtain from alternative sources.

3. The count necessarily reflects the administrative system on which it is
based and cannot be ideal for every purpose eg. to measure labour slack or

social hardship.

4, Instead of wusing the claimant count, alternative measures of
unemplqyment can be obtained from household sample surveys such as the Labour
Force Survey. The criteria for defining unemployent in surveys can of course
be varied and there is no universally accepted definition of "true"
unemployment; but according to the Labohg Force Survey there were 2.53 million
people without jobs and seeking work (in t;e reference week of the survey) in
GE in the spring of 1966, compared with an average of 3.17 million included in
the claimant count over the survey period. - The difference between these
figures is the net result of the difference between two partly offsetting
groups. 1,170,000 claimants (37 per cent of all claimants) were either
employed or not actively seeking work in the reference week, while, on the
other hand, some b30,000 people were without Jjobs and seeking work but not
claiming benefits. The following table illustrates the éomparison.

# those claiming unemployment benefits, supplementary benefits or national
insurance credits as an unemployed person.



' Dzb.
COMPARISON OF THE CLAIMANT AND LABOUR FORCE SURVEY ESTIMATES OF UNEMPLCYMENT

Millions
Great britain Spring 19&6
Males Females All
Survey unemployed 173 1.10 z.85
(labour force definition) :
of which
Not in claimant count 0.23 0.59 0.85
Included in claimant count 1.49 0.51 2.00
Claimants not unemployed 0.69% 0.48 b % I 4
on labour force definition
of which
Inactive (not seeking work) 0.57 0.39 G.96
Employed 0.12 0.09 0.21
Claimant count 2.18 0.9Y 3.17

One alternative measure of unemployment that can be obtained from the LFS,
which is similar to that used in a number of other countries, consists of
those who said they were available for work and seeking work during the past 4
weeks (rather than those seeking work in the past week as in the labour force
measure used above). This gives a total of 2.9t million for GB, some 150,000
higher than the conventional 1labour force measure, but still less than the
claimant total of 3.17 million.

Changes between 1981 and 1986

Over recent years there has been a divergence between the movements of the
claimant count and the survey measures.

The precise position in 1961 on a comparablée basis is uncertain. At that time
the unemployment count (then based on registrations) was broadly in line with
the 1labour force estimate. But allowing as far as possible for all the
changes in coverage since then, it appears that . the claimant count on today's
basis would have been rather lower in 1981 than unemployment on the usual
labour force definition, a position which was reversed by 19b65.

Our best estimate is that between 1961 and 1966 the claimant count (consistent
with the current coverage) has risen by nearly a million while the survey
figures indicated an increase of approaching 400,000.

Very significantly, between 1963, when employment started. to grow, and early
1966, there was 1little change in the survey based level of unemployment
whereas the claimant count rose by a further 1/3 million.
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Unemployment - changes in
coverage

UNEMPLOYMENT - CHANGES IN THE COVERAGE OF THE UNEMPLOYMENT COUNT

Since 1979, there have been 6 changes which have had a discernitle effect on
the monthly unemployment count.

(1) Change in basis of count from regisfration to claimants (Approx =
190,000)

This was the most important change which occurred in October 1462, when
registration at jobcentres became voluntary, saving administrative costs and
eliminating the need for unemployed people to attend both a jobcentre and an
unemployment benefit office in order to get their benefits. The previous
count of registrants at jobcentres became incomplete and it was necessary to
move to counting claimants at Unemployment benefit Offices. This removed
approximately 190,000% from the count as a result of three factors:

(1) Computerisation of count and improved accuracy, removing old
(ceased) claims more quickly (estimated effect - 76,000)

(ii) exclusion of registrants not claiming benefits (- 135,000)

(iii) inclusion of severely disabled (+ 23,000)

(2) Effect of 1983 Budget measures (- 16z,000)

The second largest change arose from the 1963 Budget provisions which enabled
162 thousand men, mainly aged 60 and over, to receive National Insurance
credits or the higher long term rate of supplementary benefit without
attending an Unemployment BEenefit Office. The effect accumulated between
April and August 1963.

(3) Later compilation of unemployment statistics as from March 1966 (-50,000
average per month). :

The change made in March 1986 was to take better account of claimants who did
not inform benefit offices that they were no longer unemployed on the 'count
date'. From October 1962, there was a waiting period of one week between the
count date and the compilation of the figures to allow for these
notifications. However, the change in July 1985 to the payment of benefit
wholly in arrears revealed that the extent of overcounting (at over 60,000 per
month) was larger than previously thought and unacceptably high. It . is
estimated that delaying the compilation of statistics to 3 weeks after the
count date reduces overcounting by an average of about:50 thousand a month.

# A figure of 246,000 is often quoted, but this relates to'October 1982 which
was exceptional when the old system was running down. Assessment for the
year up to October 1462 showed an average difference of 190,000.
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L) Higher long-term rate of supplementary benefit (- 37,000)

(

‘rhere was a previous similar change to (2) above in November 1¢81 when the higher
long-term rate of supplementary bernefit was introducec for mern over 60 who hac
been on supplementary benefit for over one year. Over a twelve month period, this
removed an estimated 37 thousand men both from the claimant series anc from the
count of registrations at jobcentres usec at the time.

(5) Fortnightly attendance and payment (+ 20,000)

In October 167¢, fortnightly attencance at Unemployment Benefit Offices was
introduced and the estimatec effect was to add about 20 thousand beth to the
claimant figures and to the count of registrations in use at the time.

(6) Discontinuity in Northern Ireland series (-5,000)

In July 1985, a reconciliation between DHSS records and the Department of Economic
Development's computer records of claimants showed discrepancies. The corrective
action resulted in the unadjusted figures for July and August. 1985 being 5,7C0
and 5,150 lower respectively than would otherwise have been the case.

The above six changes are the only ones to have significantly affected the
seasonally adjusted unemployment figures, and each has been taken into account in
the current series. Other minor effects are as follows.

Introcuction of taxation of benefits in July 1682

which had no measurable effect on the unemployment figures.

Introduction of payment of unemployment benefit wholly in arrears from 15 July
1985 i

There may possibly have been some effect on the unemployment count from August
1985 onwards, but it appears to have been negligible.

Change in school leaving regulations, November 1980

Young people leaving school are now assumed to be in full-time education until the
beginnig of the following school term and pot entitled to benefit. This affected
the total claimant series (introduced later).and to a relatively minor extent, the
registrant series in use at the time, but not the seasonally adjusted series which
excludes school leavers. From 1982 a separate count of non-claimant school
leavers registered at Careers Offices has been concducted in June, July and August.

Some commentators add some of the above effects back to the current unemployment
count in an attempt to estimate what the unemployment figures would be now on a
former basis, sometimes as part of their justification.for claiming higher "true"
totals of unemployment. ;

This approach usually involves the crude assumption that the effect of any change
in definition remains constant over time. :

The Department has used a different approach to provide a consistent series. This
seasonally adjested series of adult unemployment, which is produced to help assess
the underlying trend, has been revised back to 1971 to be in line with the current
coverage of the claimant count¥. We have not ad justed the basic. counts taken in
the past, and the new series cannot be reasonably regarded as rewriting history,
but helping to explain it i

¥ The new series was introduced in an article 'Unemployment adjusted fior:
discontinuities and seasonality' in the July issue of Employment Gazette. This"
series has been further revised to take account of the changes in the compilation

of the figures from March 1686.
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Changes to unggglo!!gnt figures

So called '19 changes' misleading and exaggerated. Only six changes since
1979 have so far had discernible effect (details published in Employment Gazette).

Three were minor. Only two were changes in method of compilation.

Four changes inevitably resulted from changes in procedures for paying benefits,

while two were to correcf inaccuracies. But the seasonally adjusted series

is consistent and allows for these changes.

Claims of higher ‘true’ totals exaggerated for example by including people

in jobs helped~by Government programmes. They ignore evidence from Labour

Force Survey which showed a lower total than claimant count in 1986 (2.98 million
seeking work in GB en internationally comparable definition (ILO/OECD), compared

with 3.17 million claimants.)

Other recent administrative changes from October 1986 (abolition of half and

three quarters rates of unemplbyment benefit, and extension of disqualification
period) could only have a very small effect. Most of those losing unemployment
pbenefit will continue to sign on and be counted, because they will still be
entitled to some supplementary benefit or (in the case of those losing the

reduced rates of UB) national insurance credits.

Restart and availability tests: Rules for payment of benefits remain unchanged

and neither initiative alters the way the figureé\are compiled.
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Other changes affecting the figures

New maternity allowance rules (from 6 April)

There is no change in the way figures are compiled, and any effect on the
unemployment count will be negligible and could only arise among a few

expectant mothers who would not normally be regarded as available for worke.

(There could bé a slight net downward effect, but it would tend to be reduced
by the new availability test. There could be some downward effect because
some women who would previously have chosen to claim Unemployment Benefit
rather than Maternity Allowance no longer have a choice and are only allowed
to claim Maternity Allowance (if they are entitled to it). There could be
some slight offsetting upward effect through extra UB claims among tnose not

entitled to Maternity A'J_.louance under the new rules.

Identification of people aged over 60 signing on when they need not be

There was some extra downward effect on the April and May counts of up to
around 5,000 altogether through extra ef‘fprts to identify men over 60 who need
not sign on for national insurance credits only or for supplementary benefit
(which they should get at a higher long te\z"m rate more promptly.) There is
nothing new about this seasonal effect, but it‘was stronger than in earlier

years.
Civil Service strikes

There was some small upward effect on the unemployment count in April and
again in June, as a result of the strikes, with outflows understated by tne
order of 5,000 in both those months. i

T Evd e . e g B

CONFIDENTIAL
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Reversal of Social Security Commissioners' decision re Easter school

leavers (effect from May fé @uqast)

In 1985 and 1986 there was some temporary additional upward effect on the
school leaver count of up to around 15,000 in summer months (May to
August), through some school leavers signing on who were not previously
eligible for benefit until September. This followed the 1985 ruling by
Social Security Commissioners on the eligibility for supplementary benefit
of certain Easter school leavers who were returning to school only to take
exams. The regulations have now been changed to restore the principle that
~ young people cannot be treated as entitled to benefit until théir education
is completed. The seasonal influences on the school leaver count this year
(from May) will therefore more closely correspond to the former pattern

prior to 1985.
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& SIGNIFICANT CHANGES IN UNEMPLOYMENT COUNT SINCE 1979

Reason
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ghanges_dn_Compilation

October 1982 = Switch from registrations = 190,000 To avoid

to claimants fncomplete
figures
% following
voluntary
registration

March 1986 = Later count - 50,000 To reduce
f over-recording

_Other_Statistical_thange

July 1985 = correction of discrepancy - 5,000 Correction
for Northern Ifeland

Administratiye Changes
. October 1979 - Fortnightly attendance + 20,000 J v
: )Eb-inate
from Noyember 1981 - Higher Llong term unnecessary
rate for men over 60 - 37,000 Jprocedures
: sand make Llife
from April 1983 = Further relaxed require- <= 162,000 easier for :
< ment for men over 60 to % Jelaimants

attend benefit offices bnd
elegibility for higher long
h e term rate

‘3 =
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UNEMPLOYMENT - POSSIBLE ADDITIONS AND EXCLUSIONS

Following is a summary of the main additions or exclusions from the figures
that are sometimes suggested.

POSSIBLE ADDITIONS

1. Add back previous changes in coverage of the unemployment count (see
previous section 7). [Broadly 400,000]

Comment : The unemployment count inevitably reflects the
administrative system on which it is based (as did the
old registrant system) and this cannot remain fixed
forever for the purposes of statistical continuity.
Past changes in coverage of the count have been openly
displayed in the published sources. If it is required
to make valid comparisons with the past, a consistent
series of unemployment figures is published showing how
previous figures would have looked on the current basis,
back to 1971.

2. People assisted by employment measures. [398,000
people assisted, end of September 1987 ]

Comment : This group has never been included in the unemployment
figures because they are being helped in jobs or
training.

3. Non-claimant unemployed (particularly women). [830,000 in 1986]

Comment : If it were reasonable to add this group to the
unemployment count, then it would also be reasonable to subtract a
greater number of claimants (1,170,000) who either had jobs or were
not actively seeking work as shown by the 1986 Labour Force Survey.

y, Students on vacation. [Up to about 200,000 in the summer]

Comment: Those students who intend to return to full-time
education after their holidays are not included in the main
unemployment totals, but separate figures are always published.
Students are generally only unemployed for short periods and seeking
temporary jobs.

5. Temporarily stopped. [Variable, around 10,000]

Comment: These people have jobs to go back to although they are
out of work on the day of the unemployment count, so they are
counted separately.
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6. Non-claimant school 1leavers (not entitled to benefits until the
beginning of following school term). [100,000 to 130,000 in June, July and
August]

These are excluded temporarily from the main unemployment totals while they
are regarded as still being in full-time education. However, separate counts
are taken of those registered at careers offices in June, July and August each
year when the numbers are significant.

POSSIBLE EXCLUSIONS

T. Frictionally unemployed: people "between jobs"

(Without whom the 1labour market would not operate.) [No direct estimate
available, but as a rough proxy, some 300,000 are unemployed for 4 weeks or
less.]

8. Claimants not classed as unemployed in surveys

[1,170,000 claiming benefits, of which 210,000 employed and 960,000 without
jobs but not seeking work, using 1986 Labour Force Survey.]

210,000 employed claimants may include some fraudulent claimants, although

this figure will include some people legitimately claiming benefits eg. with
low paid part-time Jjobs.

960,000 inactive claimants were not seeking work in a reference week, often
because of age, health or because they believed no Jjobs were available,
although some, especially those with families, may be disinclined to take low
paid jobs rather than benefits.

9. Overlapping with above) "Unemployables" or people hard to place

Little objective evidence, although Jjudgements might be based on numbers
unemployed for exceptionally long periods eg 277,000 unemployed continuously
for more than 5 years (July 1987).



D5.

Labour market
- Jjob changes
and flows

LABOUR MARKET - job changes and flows

1. TOTAL JOB CHANGES are running very broadly at some 7 to 8 million a year, or
%2 million per month, or about 30,000 per working day. These include movements of
people with jobs as well as the unemployed taking up jobs.

2 VACANCY FLOWS run at lower levels than the above, eg the inflow in the year
to October averaged 222,000 a month (UK seasonally adjusted), primarily because
only about a third of all vacancies are notified to Jobcentres. Placings by
Jobcentres, in the year to October averaged about 158,000 a month (UK seasonally
adjusted), are estimated to be broadly a quarter of all engagements or job changes
in the economy.

3. OUTFLOW from unemployment averaged about 420 thousand per month (406
thousand excluding school leavers) in the year to October 1987. This represents
an annual outflow of 5 million. Many took up jobs, though some would be leaving
unemployment for other reasons eg retirement, training, or otherwise leaving the
labour force, or exhaustion of entitlement to benefit. A quarter of those
becoming unemployed flow off the register within a month of joining it, a half
leave within 3 months, two-thirds within 6 months, and five-sixths leave within a
year. The remaining sixth (around 65,000 per month) flow into 1long term
unemployment.
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T background
UNEMPLOYMENT - demographic and labour force (1) background

Great Britain : thousand

Reaching Reaching Net Population of Labour force
school retirement migration working age

leaving age and and
age deaths  adjustment Change Change

Number over year Number over year

ESTIMATES
1971 737 = = 31,686 = 24,895 o
1972 760 739 =7 31,698 +12 24,953 +38
1973 778 750 +9 31,735 +37 25,125 +172
1974 801 751 -45 31,740 +3 25,269 +144
1975 818 740 =330 3178 +435 25,305 +36
1976 840 707 +2 7231 ;920 +135 25,702 +396
1977 871 687 +2 324,110 +190 25,901 +200
1978 891 655 =12 32,334 +224 25,949 +48
1979 Q06 662 =t 324970 +236 26,021 +72
1980 30 773 +1 32,728 +158 264198 &1 7%
1781 936 729 =30 32,905 +177 26,242 +43
1982 912 697 =69 33,051 +146 26,045 =196
1983 902 650 =3 33,300 +249 25,907 =138
1984 873 677 +67 33,563 +263 26,428 522
1985 868 730 +60 33,741 +178 26,639 +211
PROJECTIONS (2) P
1986 840 715 +25 33,891 +150 26,741 +102
1987 850 6973 +19 34,067 +176 26,936 +194
1788 Fhiits 667 =15 34,182 +115 27,082 +147
1989 748 665 =15 34,252 +70 27,180 +98
1990 697 664 =17 34,268 +16 2752159 +38
1991 673 659 -14 34,268 0 27,23 +15

Between mid-1985 and mid-1986 the population of working age is projected to
have increased by 150,000 , while the labour force is projected to have
increased by around 100,000 as male activity rates fell. This 1labour force
growth is much less than in the previous two years, when the population of
working age rose rather more, male activity rates changed little overall and
female activity rates rose much more sharply. Using a working assumption of a
broadly stable level of unemployment after 1986, a further rise of some half a
million is expected between 1986 and 1991. Most of this growth is projected to
occur before 1989, and over half of it in the female labour force.

Notes @

(1) The civilian labour Fforce includes those in employment (employees,
employers and self-employed, but excluding members of the Armed Forces) and
all those identified by censuses and surveys as seeking work whether or not
they claim benefits.

(2) The projected changes beyond 1985 incorporate the latest (1985-based)
populaticen projections and projections of activity rates wusing preliminary
information from the 1986 Labour Force Survey.

PR OO I OO AN AT AR DI OB IRITTIIRART A ARRRRTEIR QLR QRN
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Vhen provisional results from the 1981 Census of Employment became
available they showed that the application to the previous census figure
(1978) of changes estimated from sample survey data was producing
substantial under-estimates. The methodology was reviewed and a
supplementary set of estimates, which included an undercounting
allowance was introduced in June 1983.

2) Use of 1081 and 1083 Labour Force Surveys (LFS) - July 1984

Data from the 1983 LFS confirmed that the supplementary figures provided
more accurate estimates than the basic series. The estimates for
employees in employment were revised, using LFS data for 1981 and 1983
to assess the current extent of underestimation from the sample survey
of employers. Estimates could now be produced incorporating the
adjustment for underestimation in industrial and regional detail, and so
the estimates not incorporating the adjustment and the term
“supplementary" were dropped.

)

3) Use of the 1084 LFS - March 1985

Data from the 1984 LFS was used to improve the assessment of
underestimation from the sample survey of employees. :

4) Use of the 1085 LFS - April 1086

—

Revised data from the 1984 LFS and new results from the 1985 LFS were
used to revise the allowance for underestimation.

5) Introduction of 1984 Census of Employment - December 1986

—.The 1984 census results provided a.new “benchmark" from which estimates

for later dates are calculated, using the Yproportionate changes in
employment derived from the sample surveys, adjusted using LFS data as
previously. The series was also slightly adjusted to take account of
revised data from the 1985 LFS and a small revision to the proportion of
YIS participants with contracts of employment.

The estimates for dates between the censuses were also revised.
Differences at the detailed industry and regional level between the
previous estimates for September 1984 and the census estimates were
interpolated back to the earlier census date. The census figures used
for 1981, and the estimates for later dates based on them were first
adjusted to improve the consistency of the industry coding in the two
censuses. The estimates prior to September 1981 were also revised to
improve the consistency of industry coding.

Some minor technical changes were also made to the method used to derive
seasonally adjusted estimates.
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Data from the 1985 LFS and preliminary results from the 1986 LFS were
used to improve the assessment of underestimation from the sample survey
of employees. The quality of the estimates was improved by using -
national LFS data separately for full time and part time female
employees, rather than a single overall adjustment for all females.

Self Employment
1> _Hew method of estimating Self Employment - January 1982

The LFS data was used in place of the discontinued information from the
National Insurance Card count. New estimates were produced for the
period 1975 to 1979.

2> _Introduction of an assumption of continued growth - June 1983

The conventional assumption that the level of self employment had
remained constant since the date of the latest LFS data was reviewed.
As there were reasons for expecting some continuaton of the upward trend
in self employment a supplementary series, was introduced; this assumed
that growth at the rate observed between the last two surveys bhad
continued subsequently.

3>_Ise_n£_ths_lQ§Land42&3_LES_:esnlxs;iulx_1m

The self employment figures were updated to take account of the changes
between the LFS in 1981 and 1983.

4) Change in the rate of growth assumption - March 1985

Vhen the estimates for the self employed were updated for the 1984 LFS
the figures for self employment showed exceptional growth between 1983
and 1984. It was considered inappropriate to make the assumption that
this rate had continued. The estimates of self employment for dates
after June 1984 incorporated the assumption that the average rate of
increase between 1981 and 1984 had continued.

5) Use of the 1985 LFS - April 1986

The estimates were up-dated to take account of new results from the 1985
LFS and revised data from the 1984 LFS.

6) Use of the 1086 LFS - March 1087

The estimates were up-dated to take account of new results from the 1986
LFS; figures for dates after Jume 1986 are based on the assumption that
the average rate of increase between 1981 and 1986 has continued.
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EMPLOYMENT: DOUBLE JOBBING AND SPECIAL EMPLOYMENT MEASURES

The treatment of double jobbing in the employees in employment estimates

The estimates for employees in employment include some double counting of
persons because some employees with two Jjobs are included twice. This cannot
be avoided with figures collected from employers' reports of the number of
people they employ. Since employers will generally not know if an employee is
in fact filling a post as his second job, it would not be practical to exclude

second Jjobs from these estimates

Evidence on the number of people with two jobs can be derived from household
surveys - principally the Labour Force and General Household Surveys.
However, these cannot provide reliable figures for the number of second jobs
included in the employees in employment series because some work will be
included which would not be covered by the employer based information, such as
babysitting or gardening for a householder. Furthermore a particular survey's
assessment of the number of second jobs will depend on the design and context
of the survey. Adjustment of the employees in employment series to exclude

second Jjobs would therefore be impracticable.

Coverage of Special Employment Measures

Estimates of employees in employment

1. Participants in a number of special measures are employed in preciseiy
the same way as any other employee and are therefore included in the estimates

of employees in employment. These measures include:

New Workers Scheme

Job Splitting Scheme - where both part-time jobs created by splitting a

full-time job are counted
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Job Release Scheme - the older worker who has given up his job. is not
included in the employees series but the previously unemployed person
who has taken up the job is included

Training for Skills: Programme for Action

Community Programme

2. Of young people on the Youth Training Scheme those who have contracts of

employment - estimated to be about 9 per cent of participants - are included

in the employees in employment series.

3. Those on the Voluntary Projects and Training Opportunities Programmes

are not employed and are hence not covered by the employed labour force

series.

Estimates of self-employment

4. Those supported by the Enterprise Allowance Scheme are included in the

Labour Force Survey based estimates of self-employment.



D9q
&

peRSebe A4D C-0-N-F-I-D-E-N-T-I-A-L until 11.30 am on 12 Fovember 1987

INTERNATIONAL COMPARISOES OF ENPLOYMERT

1. Latest figures for the major industrial economies show that since March
1983, when employment began to rise in the United Kingdom, it bas grown at a
much faster rate than in Japan, Italy, Germany or France.

Table 1: Civilian employment seasonally adjusted
Change 1983 Q1 to 1987 Q2

Thousands Per cent
Canada + 1349 +12.8
USA +12984 +13.1
UK + 1354 + 5.8
Japan + 1757 +:3.1
Germany FRe 574 + 2.3
Italy$§ + 388 + 1.9
France# = '=20h e

Source: OECD ‘'Quarterly Labour Force Statistics' (except UK)
Note : # - 1982 Q4 to 1986 Q4.
§ - OECD estimate for 1983 Q1 to 1987 Q1.

However the rate of employment growth has been higher in the United States
and Canada.

2. Comparisons with other Eurpopean Community countries show that between 1983
and 1985 employment in the UK increased by more than in the rest of the EC put
together. Latest figures indicate that this was also true for the period 1983-
86. Over the longer period 1979 to 1985, there was a fall in UK employment
which was far greater than that in the rest of the Community; the latest
estimates suggest that this was also true for the period 1979-86.
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Table 2: Total employment, annual average or mid-year figures

Changes 1983 to 1985 and 1979 to 1985

295

1983 - 1885

Thousand Per Cent

United Kingdom + 832 + 36 %
Germany + 218 + 09 %
France = =279 =403 %
Italy + 159 + 0.8 %
Netherlands +5156 +532"%
Belgium + 30 + 0.8 %
Luxembourg e +19 %
Ireland = B2 =%
Denmark +:. 133 + 5.6.%
Greece + 48 + 14 %
European Community (10) +1248 +l 25 %

1979 - 1985
Thousand Per Cent
- 059 - 38°%
- 504 - 2.0 %
-~ 1 -416 - 2.0-%
+ 452 + 2.8 %
+ 262 + 54 %
= 13T ~ 3%
+ 4 + 26 %
= 73 —46.5..%
+ 83 + 34 %
+ 228 + 57 %
- 1059 b 6 4

Source: OECD ‘Labour Force Statistics 1965-1985' (except UK)
Note : nc

3.

Table 3: Total employment as a percentage of the population aged 15-64 : 1985

- 1o change.

Comparisons of the proportion of working-age population in work show the

UK above our major European competitors but below the USA, Japan and some
smaller countries.

Sweden
Denmark
Japan

USA

Canada

UK

Germany
France
Belgium
Hetherlands

OECD Total

OECD Europe

Per Cent

80
75
71
69
66
66
60
59
56
52

64

58

Sogurce: OECD ‘Histaorical Statistics 1964-1985°*
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ENFLOYMENT:zex and hours of work

dhole econosy estimates in Great Britain remain the sase as reported
last month. The eaployed labour force is estieated to have increased
by 372,000 in the year ending June 1987 and by 1,362,000 between
March 1983, when the upward trend first began and June 1567,

The latter figure say be divided between 359,600 jobs filled by men
and 1,003,000 jobs filled by wosen, or 584,000 full-tise johs and
778,000 part-time jobs.

An assused growth in the nusber self-esployed of 25,600 per
quarter for the four quarters since June 1986 is included
in the above fiqures which coepares with an increase of
4,100 per quarter between June 1985 and June 1985.

THE EMPLOYED LABOUR FORCE - TOTAL

breat Britain Thousands, seasonally adjusted
Hales Fesales Fersons
of of of
All  which All which All which
part part part
tiee ; tiee tize

1983 March 13,663 848 9,334 3,974 22,997 4,844
June 13,633  B9Z  §,406 4,028 23,039 4,920
Dec 13,705 923 9,586 4,129 23,293 5,073

1964  March 13,741 935 9,657 4,161 23,399 5,100
June 13,786 954 9,706 4,182 23,4927 5,13
Sept 13,817 936 9,757 4,202 23, J74 5,136
bec 13,883 98 9,831 4,253 23,7 5,221

1985 March 13,915 960 9,887 4,282 23,802 5,242
June 13,941 991 9,939 4,308 23,879 5,299
Sept 13,927 976 9,990 4,354 23,917 5,330
Dec 13,929 998 10,022 4,366 23,951 5,364

1986  March 13,902 984 10,061 4,410 23,964 5,394
dune 13,894 1,016 10,093 4,440 23,987. 545
Sept 13,501 1,009 10,140 4,466 24,641 5,475
Dec 13,908 1,036 10,209 4,492 24,117 5,528

1987 March 13,964 1,081 10,261 4,542 24,225 5,563
June 14,022 1,062 10,337 4,560 24,359 5,622

Change
Har 83-Jun 87 359 194 1,003 584 1,362 778
Jun B4-Jun 87 128 4 245 120 372 166

tbctisates of part-tiee male esployees are not seasonally adjucted, therefore
it 1c not pozible to estisate full-tise male esployees.

PERSONAL AND CCNFIDENTIAL
UNTIL 11.30 a.m. ON .&:():87 . .
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Breat Britain

THE ENPLOYED LABOUR FORCE - COMPONENTS
Thousands, seasonally adjusted

Employees in Esploysent Self Employment HM Forces

Males Females Persons Males Femalez Persons Males Fem- Per-
- ales sone

of of of
All which All of which All All which All which All All All All

part full part part part

time# tise tise tine tise
1985  March 11,706 745  B,B23 5,110 3,743 20,529 1,651 123 496 263 2,147 306 157 324
June 11,674  Tb6b 8,882 5,121 3,761 20,556 1,652 126 3508 287 2,160 306 16 7322
Sept 11,699 “5772 . “B.952-:5,151 3,801 20,611 1,702 136 527 277 2,229 309 16 %2325
Dec 11,645 798 9,025 5,184 3,B4! 20,670 1,751 145 547 289 2,298 309 16325
1984 March 11,631 784 9,075 5,213 3,862 20,706 1,801 155 566 299 2,367 30 16 326
June 11,627 790 9,104 5,233 3,871 20,731 1,849 164 S5B6 31l 2,435 310 16507326
Sept 11,437 771 9,145 5,258 3,BE7 20,782 1,868 145 596 315 2,464 312 16 328
Dec 11,686 g01 9205 +0: 274 5 30933 20,895 1,886 187 606 320 2,493 3t 16 321
1985 March 11,700 791 9,254 5,298 3,95 20,954 1,905 149 617 3Z6 2,522 310 16 3ib
June 11,709  B21 9295 5,318 3,977 21,003 1,923 170 628 331 2,550 309 16 32
Sept 11,692 808 9,345 5,319 4,024 21,037 1,925 148 629 328 2,354 309 16 326
Dec 11,693 832 9,376 5,336 4,040 21,069 1,929 16p 630 326 2,338 367 165 2323
1984 March 11,664 B19 9,414 5,327 4,087 21,079 1,932 163 631 323 2,563 306 16 323
June 11,653 BS3 9,446 5,325 4,12t 21,099 1,935 1463 631 319 2,567 305 1625322
Sept 11,645 B43 9,482 5,339 4,143 21,127 1,950 166 642 33 2,992 306 16 33
Dec 11,639 847 9,540 5,375 4,165 21,179 1,965 149 653 327 2,618 304 16 320
1987 March 11,681 B&Y 7,581 5,370 4,211 21,262 1,979 172 b6 331 2,643 304 16320
June 11,725 Ba7 9,646 5,421 4,225 21,371 1,994 175 b7 "33 2,455 302 14 39

Change

Mar B3-Jun 87 19 142 B23 3 o912 842 343 52 179 72 522 -4 i =2
dun Bé-dun 87 72 34 200 96 104 272 ol e 44 16 102 =3 0 -3

#Estimates of part-time male employees
eaployees.

Breat Britain

are not seasonally adjusted, therefore it is not possible to estisate full-time male

CHANGES IN EMPLOYEES IN EMPLOYMENT
Thousands, not seasonally adjusted

Year ending Jun 1987 Year ending Jun 1987
Industry Change Region Change =1
Absolute Percent Absolute  Percent E._E
Agriculture forestry and fishing =93 -3.0 South East 113.6 1.9 ;'
Energy and water supply =390 -7.4 {6reater London) 15.0 0.4 E
Uther mineral and ore extraction etc = bl =059 East Anglia 35.2 4.6 2
Hetal goods, engineering and vehicles =083 -2.6 South West 29.1 1.9 G
Other manufacturing industries 0.4 0.0 West Nidlands 3929 2.0 ¥
Construction 20.0 2.1 East Midlands 15.0 1.0 i
Distribution, hotels, catering, repairs 63.2 1.8 Yorks & Humberside 19.4 154 2;
Transport & Coaeunication 12.8 1.0 North West 3.4 0.2 3
Banking, finance insurance 131.4 6.0 North 1.3 0.7 £
Other Services 135.5 2.3 Hales 4.2 0.5 oy
Scotland 24 0.1 0
f11 Industries 270.9 1.3 Great Britain 270.9 1.3 fJ

UNTIL 11207



Dia

31 AVERAGE EARNINGS

1 Table A gives a breakdown of the average earnings index by broad
sectors of industry. The full detail will not be published until the
next issue of Employment Gazette (Table 5.3 of Labour Market Data).

However, it is available on request from the date of the press release.

2 The monthly figures in Table A are not seasonally adjusted.
3 Table B shows the latest information on annual changes in average

earnings in manufacturing industries in the main industrial countries.
The periods covered and the definitions vary, although the comparison
gives a broad idea of how the rate of change in average earnings in
Great Britain is related to that of our principal overseas competitors.
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INDUSTRY BREAKDOWN

TABLE A INDEX OF AVERAGE EARNINGS (unadjusted)
Index (January 1980 = 100) Percentage increase over
previous 12 months
“ Classes SIC 1980 i Weights
1987 1987
Apr May June July Aug Sept* Apr May June { July Aug Sept*

Metal processing and manufacture 14 220.2 205.8 204.8 234.4 201.4} 207.8 8.7 10:2 6.9 14.0 6.1 9.5
Mineral extraction and

manufacturing 14 195.8 |196.5 | 205.4 205.0 | 201.2| 206.6 7.3 72 7.3 9.9 8.5 | 8.5
Chemicals and man-made fibres 20 203.7 |[205.8 | 208.8 212.9 | 209.6] 205.7 9.5 8.7 8.3 | 10,7 8.9 | 6.5
Mechanical engineering 44 192.0 193.6 | 198.6 200.7 198.8| 199.8 4.3 6.2 7.9 7.3 8.6 8.6
Electrical and electronic

engineering 37 213.5 [210.9 | 217.5 216.7 1 214.7] 217.2 7.0 8.9 8.9 | 10.1 9.7 [10.5
Motor vehicle and parts 17 194.7 [(198.3 | 208.6 201.8 | 197.4]| 200.5 9.4 8.8 9.4 9.4 8.1 | 9.4
Other transport equipment 17 191.6 [191.6 | 197.0 196.3 | 195.6| 197.4 6.6 7.3 6.7 7.8 3.6 | 7.3
Metal goods and instruments 27 184.9 |[187.1 | 191.4 192.1 190.9| 193.8 7.4 6.4 8.6 8.6 8.3 | 9.2
Food, drink and tabacco 33 202.5 [205.8 | 204.7 205.1 | 203.2| 206.9 8.1 9.1 6.1 8.0 8.9 | 8.3
Textiles 13 188.0 [193.7 | 200.5 201.8 | 197.6| 198.8 6.1 7.6 8.9 |10.0 9.2 | 8.8
Leather, footwear and clothing 17 186.5 192.1 193.6 195.3 191.4{ 193.5 3.6 8.0 6.5 B.0 6.7 6.1
Timber and wooden furniture 11 175.9 |184.2 | 188.0 184.8 | 189.7( 191.5 53 AlaT o) Yo e 7.8 0.3 | 3.3
Paper products, printing and

publishing 26 211.0 [213.4 |217.3 215.6 | 215.3| 219.9 7.4 7.9 7.3 7.9 9.3 | 9.1
Rubber, plastic and other

manufacturing 14 191.2 198.0 |199.7 201.1 196.2 | 198.3 6.0 9.9 T 7.9 8.2 | 8.1
Manufacturing industries 304 202.5 203.8 |208.2 209.8 206.0 | 208.5 7.0 8.2 7.9 Q9.0 8.0 | 8.5
Coal and coke 15 185.1 |172.7 |178.0 177.0 |178.6 | 177.8 12.4 852 9 °11.7 }10.1 |20.5 ] 5.3
Mineral oil and natural gas 1 209.9 |220.2 |214.0 223.1 |212.5( 210.1 11.6 |10.3 9.5 |14.5 9.4 | 6.5
Electricity, gas and other energy

and water supply 19 201.4 203.0 |202.8 211.9 | 226.4 | 216.1 6.3 6.2 5.9 3.5 9.3 | 9.1
Production industriesy 339 202.2 202.8 206.9 208.9 206.5 | 208.0 2.2 8.0 8.0 8.7 8.2 8.4
Construction 55 194.4 192.9 [199.4 200.2 196.0 | 199.3 8.1 7.9 7.6 7.3 9.3 7.5
Productionf and construction

industries 394 201.1 |201.4 |205.8 207.6 |205.0 | 206.7 7.4 8.0 7.9 8.5 8.3 | 8.3
Agriculture and forestrys 19 199.1 ]196.7 |206.0 210.2 |218.0 g| 8.7 5.8 6.6 6.5 2.2
Distribution and repairs 164 192.8 |187.8 [189.9 189.2 |189.9 |191.8 7.4 7:9 7.6 7.0 7.7 | 7.7
Hotel and catering 49 182.8 [182.4 |179.8 176.8 |181.0 |180.4 |37 7 7.7 5.7 5.4 3.9 | 5.7
Transport and communication

(except sea transport) 71 191.9 1190.9 1191.2 1195.2 |189.41190.0 (1902 | 7.9 | g8 [ 9.1 5.5 | 6.4
Banking, finance and insurance 44 217.6 (221.5 [235.4 221.7 |219.0]223.5 |[15.¢ 9.4 |17.0 6.7 8.4 [12.7
Public administration 90 185.5 [|186.6 [188.4 [195.7 |191.2 [193.9 6.1 | 6.4 | 3.4 | 8.7 8.0 | 8.8
Education and health services 147 197.2 1217.7 1206.9 1222.1 [226.9 [211.1 |.3.3 [14.9 | 6.3 | 7.8 7.5 | 5.7
Other services 22 205.8 [208.2 (206.2 215.1 | 507.8 | 214.0 8.7 7.0 5.7 6.6 7.4 | 7.1
Service industries 587 195.0 |198.8 |198.4 [202.6 |201.7 [199.8 5.8 | 9.3 | 7.5 | 7.7 7.3 17.6
Whole economy 1,000 196.0 [98.1 |200.0 203.1 |201.6 | 201.6 6.5 8.7 757 8.1 7.6 | 7.9

* Provisional
# Manufacturing, coal and coke, mineral oil and natural gas, electricity, gas, other energy and water supply

# England and Wales only
6 Not available

Stats Al
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Norway (d)
Portugal (h)
Greece

Denmark (g)
Great Britain (c)
New Zealand (i)
Sweden (g)
Italy (b)
Ireland

Spain (f)
Germany
Australia (b)
Austria (b) (g)
France (b)
Japan (a) (e)
United States
Belgium (J)
Netherlands (b)
Canada

Finland

OECD

EEC

INTERNATIONAL COMPARISORS
HOURLY EARNINGS IN MARUFACTURING
(Percentage changes on a year earlier)

Latest period

available

18.3 Q2 1987
15.2 Q3 1986
11.0 Q4 1986
9.6 APRIL
8 1/2 SEPTEMBER
7.2 Q2 1987
7.0 JULY
6.6 JUNE
6.1 Q4 1986
Sl Q1 1987
5.1 Q2 1987
4.7 MAY
3.4 AUGUST
3.3 Q2 1987
2.3 AUGUST
1.9 AUGUST
1.4 Q2 1987
0.9 AUGUST
0.4 JULY

- 4.6 Q2 1987
3.8 JUNE
5.9 JUNRE

Source: OECD Main Economic Indicators:

(a) Monthly Barnings

(b) Hourly Rates

(c) Weekly Earnings

(d) Males

(e) 3 month ending

co

D

(£)
(g)
(h)
(1)
(&)

I IL 11

October 1987
All activities
Mining and Manufacturing
Daily Earnings
Weekly Rates: all activities

Mining, manufacturing and transport
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I enclose two revised pages to the brief on the above that was
circulated by Angela Wilkins last night. The amendments have been
highlighted.

Copies as before.
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UNEMPLOYMENT - regions and sex: Oct 1987
SEASONALLY ADJUSTED EXCLUDING SCHOOL LEAVERS

Unemployment
-regions and sex

NUMBER (Thousands) UNEMPLOYMENT RATE (Per Cent)*
At Change in month At  Change in month Change in
Oct 1987 since Sept 1987 Oct 1987since Sept 1987 year since

Oct 1986

REGIONS L)
South East 624.2 -16.1 6.8 -0.2 -1.5

(Greater Lond (338.5) -6.3 7.9 -0.1 -1.4
East Anglia 66.0 =21 6.9 -0.2 -1.5
South West 163.0 -4.9 8.0 -0.2 -1.8
West Midlands 278.3 -6.1 10.8 -0.2 -2.1
East Midlands 169.1 -4.0 8.9 -0.2 -1.4
Yorks & Humber 261.2 -5.8 111 -0.2 -1.7
North West 372 51 -7.2 12.4 -0.2 -1.8
North 197.6 -3.5 1357 -0.2 -1.6
Wales 145.4 -3.1 1241 -0.3 -1.9
Scotland 315.4 -4.4 12.8 -0.2 -1.2
GREAT BRITAIN 2592.1 -57.4 9.6 -0.2 -1.6
Northern I. 122.8 -1.0 17.9 -0.1 -0.8
UNITED KINGDOM 2714.9 -58.4 9.8 -0.2 -1.6
MALES AND FEMALES
UK Males 1900.7 -39.0 11.6 -0.2 -1.7
UK Females 814.2 -19.4 152 -0.2 -1.5

* Percentage of whole working population (new basis, taking account of self-employed
and armed forces)

PERSONAL AND CONFIDENTIAL UNTIL 11.30 ON PRESS RELEASE DAY Nov 1987
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PERSONAL. AND CONFIDENTTAL UNTIL 11.30AM THURSDAY 12 NOVEMBER 1987
LABOUR MARKET STATISTICS — KEY FACTS

Unemployment

Seasonally adjusted (excluding school leavers)
fall of 58,400 in October to 2.715 million

- fall of 445,000 over past 12 months,
largest since similar records began in 1948

- Unemployment down for 16 months running, by 498,000 since
. June 1986, the largest sustained fall on recérd.

Averageféll of 51,000 per month over past six months,
also a record.

- Unemployment now the lowest for 5 years (since Se plewbef
1982).

Unemployment rate 9.8%; below 10% for the first time since
July 1982. -
Unadjusted including school leavers

- Now 2.751m, 9.9%, fall of 119,000 since September

- fall of 486,000 compared with a year ago, largest 12 month
fall recorded since similar records began in 1948.

Unemployed school leavers (under 18) 83,000 in October, 34,000 lower than a
year ago and the lowest October total sjnce 1979.

: nerece 3o
Employment — employed labour force increased by 134,000 in Q2, largest fait
since Q4 1984
- also increased by 372,000 in year to June
- manufacturing employment fell 6,000 in September
Eamings — Underlying increase in average earnings in year to September

unchanged at 7%%.

BERSOILAL Ao C il

UNTIL 11.20 a.m. Cp 12 11-87
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Financial Secretary = Mr Pickford
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COMBINED RELEASE OF LABOUR MARKET STATISTICS ON 12 NOVEMBER
Summary Statistics (seasonally adjusted GB unless otherwise stated)

Thousands Level Change on Change on
previous previous
period year
Unemployment (UK)
Total (excl. school leavers) October 2,715 -58 -445
Total (not seasonally adjusted) October:

'Headline Total' 2,751 -119 -486
Vacancies (UK) October 261 +15 +55
Employed labour force 1987Q2 24,359%* +134%* +372%
Manufacturing employment September 5,065 -6 -48

Percentage change on

previous year

Index of average earnings, September

Whole economy, underlying (actual) 7% (7.9)
Manufacturing, underlying (actual) 8% (8.5)

Wage and salary costs per unit of output
Whole economy 1987Q2 4.6%
Manufacturing 3 months to August 1.5%

Output per head

Whole economy 1987Q2 2. 7%
Manufacturing 3 months to August 6.8%
* No change since last month's note. New figures for manufacturing output per head and

unit wage and salary costs will be available on Friday when September's manufacturing

output figures are published.
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tUnemployment

2. Seasonally-adjusted adult unemployment (excluding school leavers) fell between

September and October, by 58,000 to 2.715 million (9.8 per cent). The average monthly fall

in the seasonally adjusted total is over 50,000 over the last six months.

3 The 'headline' total fell by 119,000 to 2.751 million, 9.9 per cent of the working

population. There was a fall of 110,000 among adult claimants but a smaller than usual

October fall of only 9,000 among school leavers.

4. The stock of vacancies at Jobcentres (seasonally adjusted) increased in October by
15,000 to 261,000.

5e Points of interest:

(a) Seasonally adjusted adult unemployment rate below 10 per cent for first time

since July 1982. The Secretary of State for Employment is likely to make much of this

in his press statement tomorrow.

(b) Seasonally adjusted total now below 2% million, and at lowest level for over

5 years (since September 1982).

(c) Seasonally adjusted total has fallen for sixteen months in succession since

June 1986, by # million (precisely 498,000) in total.

(d) Fallen by 445,000 over past year, largest twelve-month fall since similar records

began; fall over last six months also a record.
L.

(e) Fall in 'headline' total of 486,000 compared with year ago, also largest on record.

(£) Male unemployment (seasonally adjusted, adult) rate now falling faster than

female rate. Male unemployment below 2 million.

(g8) School leaver unemployment (under 18s), at 83,000 in October, was 34,000 (or

29 per cent) lower than a year ago and lowest October total since 1979. Much of this
improvement is due to last year's school leavers now starting their second year of
training on YTS. [NOT FOR USE: The smaller than usual rise and subsequent fall in
school leaver unemployment over the past two months probably reflect decisions not

to sign on for a short period from the beginning of September by school leavers who
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‘ already had a job or YTS place lined up. Some also may have wrongly believed that
they were not eligible for benefit following publicity about the forthcoming changes to
the rules for under 18 year olds. In addition, the relatively late start date for the

autumn school term may have artificially depressed the September count.]

(h) Unemployment continues to fall among both men and women in all regions. Over
past twelve months unemployment rate has fallen throughout the UK, with largest

falls in West Midlands and Wales. Northern Ireland stands out with smallest fall.

(i) UK unemployment rate fallen more in past year than in any other major

industrialised country.

V) October figures for long-term unemployment are not vyet available.

[NOT FOR USE: Early provisional estimates suggest fall of over 60,000 in

three month period between July and October in number of claimants unemployed for
more than a year. In the year since October 1986, there is thus likely to have been a
fall of the order of 170,000; this would be the largest on record. Full analysis of the

October figures should be available for release next week.]

(K) The stock of vacancies increased sharply by 15,000 in October to 261,000,
26 per cent higher than a year ago, and again the highest level since the current series
began in 1980. As noted in previous months, these stock figures probably exaggerate
the improvement in the labour market, but inflows of notified vacancies were also at a

record level in October, some 8 per cent higher than a year earlier.

(1) There is normally little seasonal effect on the headline total in November.

Given the current trend, a further fall in the headline total is therefore likely.

Assessment

6. [NOT FOR USE: DE's judgement is that the strength of economic activity now
explains "the majority of the fall" in unemployment in recent months, but this may be rather

conservative.]

Employment

7. New employment figures are available this month for the number of employees in
manufacturing industries in September, which is estimated to have fallen by 6,000 since

August. The downward trend in manufacturing employment can still be said to be slowing.
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.—Iowever the third quarter decrease of 20,000 compares with the fall of 21,000 in the whole
of the first half of 1987, and is slightly at odds with the CBI's latest Industrial Trends Survey

which claimed "the fall in manufacturing employment has been halted".

Other features

8. The underlying increase in average earnings in the year to September was unchanged

at 71 per cent. Relatively few settlements are conducted at this time of year, and so new
settlements have had little effect on recent earnings figures. [NOT FOR USE: DE
statisticians are currently projecting a rise in the annual rate of increase of underlying
earnings to 8 per cent in both October and November. In October the figure is raised by the
second stage of the teachers' settlement, and in November it will include the high local
authority manuals' settlement. A figure of 8% per cent cannot be ruled out for November

(or December).]
9. The level of overtime working in manufacturing rose further in September to

12.97 million hours a week and remains extremely high (still above the peak level of some

12 million hours a week sustained through much of 1985).

P L PATTERSON
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PRIME MINI£%

STATEMENT ON NEW TRAINING PROGRAMME d\f,}' 5 s M& oy E
[L-\vv’>v SQUT'C)P il

At your meeting yesterday with the Chancellor of the Exchequer we

agreed that we should bring together our present provision for

unemployed adults (the Community Programme, the new Job Training

Scheme and a range of smaller programmes) into a single unified

training programme for long term unemployed adults.

At present our approach to helping the long term unemployed back
to work is too short term and piecemeal. Our programmes are
dominated by the Community Programme - a temporary employment
programme with little training content and an indifferent record
in helping people back into permanent employment. We are
expanding the Job Training Scheme to provide training for some of
those who have been unemployed for 6 - 12 months. But these
separate approaches are unlikely to meet the requirements of a
future in which there will be an increasing number of jobs and
(as the number of young people entering the labour market falls
rapidly) an increasing demand for adults with the skills and

motivation to fill them.

The new programme would offer up to twelve months' planned
training and work experience. Some of the training would need to
be very basic such as literacy and numeracy. It would be within
the PES provision for existing programmes for unempioyed adults

agreed with the Chief Secretary.

PERSONAL AND CONFIDENTIAL
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The aim will be to get as many employers as possible to provide
the training and work experience (on the JTS model). But we
shall continue to need a substantial element of project - based
training (on the CP model but without its worst features) in
order to guarantee sufficient places for the long term unemployed
and carry forward the initiatives on crime prevention and energy

conservation to which we are committed.

When fully established, the programme should be able to cope with
about 600,000 entrants a year. This should be enough to meet our
Manifesto commitments to the long term unemployed within the
lifetime of this Parliament. It would also represent a major
investment in training and in upgrading the basic skills of the

workforce.

As agreed at our meeting I intend to make a statement next
Wednesday outlining these proposals. I attach a copy of the
'séatement I plan to make. As I said at Cabinet this morning we
will need then to consult with the Manpower Services Commission
and to receive their comments. The final programme would then be
set out early in the New Year in a White Paper dealing with
employment and training on which I will consult you and other

colleagues.

I am copying this to Willie Whitelaw, Nigel Lawson, Peter Walker,
David Young, Kenneth Baker, Malcolm Rifkind, John Moore, John

Wakeham, David Waddington and Sir Robert Armstrong.

o=
-~

%’

12 November 1987

PERSONAL AND CONFIDENTTIAL
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DRAFT STATEMENT

NEW TRAINING PROGRAMME

Unemployment has now fallen for 16 months in succession by a total of
nearly % million. It is falling rapidly in this country when it is still
rising iSY%%%gi countries. The latest figures for unemployed young people
also show that we are well on the way to eliminating the problem of school

leaver unemployment. This September there were fewer unemployed school

leavers than for 13 years.

I believe that this is the right time to review the Government's training
and other programmes for unemployed people. We need to be sure that we
have the right programmes to meet the demands of an improving labour
market. We need to be sure that we are giving unemployed people the help
they need to take advantage of the increasing number of jobs now becoming
available. And we need to be sure that the programmes we operate are

helping to provide the skills we require to compete in world markets.

I am clear that the priority now must be to provide training for the long
term unemployed. The emphasis should be switched away from providing
temporary jobs as an allernative to unemployment and towards providing
training to help unemployed people to get back into permanent jobs. But
more than that, we must ensure that the training we provide is geared both

to the needs of the individual trainee and to those of the economy.

PERSONAL AND CONFIDENTIAL
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We already have a unified programme for young people - the Youth Training
Scheme. I have now decided to bring together all the existing programmes
for unemployed people_ over 18, including, the Community Programme, in a
W knm\ M - ¢ 0 o v 4 %0
single new programme , This will offer up to 12 months training for anyone
(?LM who has been out of work for more than 6 months. Entry to the programme

will be through the Restart interviews. Training will be tailored to the

":‘%»« ({ needs of each person on the basis of individual assessment.

V\,"’) This new programme will involve employers and a range of other
organisations. It will provide a mixture of training on and off the job,
work experience with employers and projects. It will cover a wide

\/) spectrum, from training in basic working skills, including numeracy and

6 literacy, to higher levels of skill. The emphasis will be on practical

learning to help people to get back into employment.

G ™ s Tusa.
he Community Programme é 1

) not attract unemployed people with dependents and consequently with high

S : thne o0 M pgvimnr an pad) neymed O
benefit entitlement. Because i wages it has

become increasingly a programme for single people with low benefit

entitlement. It has also become overwhelmingly a part time programme with
very little scope for training. We need to tackle these problems at the
root. It is essential that unemployed people who join the new programme
know they will be better off than they were on benefit. I therefore intend
that all trainees in the new programme should be paid a training allowance

which will give them a lead over their previous benefit entitlement.

PERSONAL AND CONFIDENTTAL
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When trainees are ready to leave the programme every effort will be made to
find them jobs - including self employment - by means of individual
counselling. Those who cannot find a job immediately will be offered a

place in a Jobclub.

The new programme will have the very substantial resources already provided
for the wide range of existing programmes it will replace. Once the new
programme is fully operational the target will be to provide training for
up to 625,000 people a year. It will therefore make a major contribution
to fulfilling the Government's guarantees for the long term unemployed.

And it will also help to ensure that we have a workforce with the skills we

shall need in the last decadec of this century.

I am asking the Manpower Services Commission for their comments on the new
programme and to let me have proposals for introducing it from September
next year. I then propose to publish a White Paper early next year setting
out in detail how the new programme will work and putting it in the context

of the Government's overall strategy for employment and training.

No other country has attempted a programme on this scale. 1t will provide
new opportunities for long term unemployed people to obtain the skills and
qualifications employers need. I am convinced that this programme will
benefit employers, the unemployed and the economy as a whole. I hope that

it will commend the support of the whole House.

PERSONAL AND CONFIDENTIAL
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FROM: A D DIGHT ‘
DATE: 12 November .1987

MR P L. PATTERSON

COMBINED RELEASE OF LABOUR MARKET STATISTICS ON 12 NOVEMBER

The Chancellor has seen and was grateful for your minute of

11 November.

At

A A DIGHT



1 293/587 (L)

COVERING PERSONAL AND CONFIDENTTAL

LABOUR MARKET STATISTICS PRESS NOTICE

NOTES FOR THE PRIME MINISTER /i Z

UNIT WAGE AND SALARY COSTS AND PRODUCTIVITY

I enclose revised pages for unit wage and salary costs and productivity. The
revised figures for manufacturing industry are based on the output figures to

be released by the CSO tomorrow.

These figures are personal and confidential until 11.30 a.m. on Friday 13
November, 1987.

W.D. BURNS
STATISTICS A1
Department of Employment

12.11.87



UNIT WAGE AND SALARY COSTS

In the three months ending September 1987, wages and salaries per unit of
output in manufacturing industries were 1.5 per cent above the corresponding
period a year earlier. This increase was below the rise in average earnings
in manufacturing (see Table 10) as there was a rise of nearly 7 per cent in
productivity over this period (see Table 13).

In the second quarter of 1987, wages and salaries per unit of output in the
whole economy were 4.6 per cent above the corresponding period of 1986. This

increase was below the rise in average earnings in the whole economy as there
was a rise of over 2% per cent in productivity over this period.

Recent figures are:

TABLE 11: WAGES AND SALARIES PER UNIT OF OUTPUT

Manufacturing Whole Economy
Index Index
1980 = Percentage increase 1980 = Percentage increase
100 on a year earlier 100 on a year earlier
1985 Q3 125.6 6.4 132.9 6.0
QY 128 .4 6.0 134.2 4.4
1986 Q1 130.8 T 136.4 6.0
Q2 130.0 6.1 137.9 6.2
Q3 129.5 3% 138.8 4.y
QL 129.8 il 140.9 5o
1987 Q1 131.4 0%5 141.9 4.0
Q2 131.0 0.8 44,2 4.6
Q3 13055 Ta5 St 5
1987 June 131.4 s e e
July 1313 1.9 S o
Aug 1308 05 S, A
Sept 132.9 22 o 50
3 months ending
1987 June 13050 0.8 i o
July 130.9 a3 2% o
Aug 18450 1.2 e b
Sept 139:95 1.5 oo ols

13
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(7 ' PRODUCTIVITY

Manufacturing output per head in the three months to September was 1.9 per
cent higher than in the three months ending June and 6.9 per cent higher than
in the same period a year earlier.

Output per head in the whole economy in the second quarter of 1987 was 0.5 per
cent above the previous quarter and 2.7 per cent higher than in the second
quarter of 1986.

Recent figures are:

TABLE 13: OUTPUT PER HEAD seasonally adjusted, U.K.
Manufacturing Whole Economy
Index Percentage Index Percentage
1980 Increase 1980 increase
= 100 on a year = 100 on a year
earlier earlier
1985 Q3 130.7 2o 114.1 2.1
Q4 130.3 2.3 114.8 2.3
19856 Q1 130.2 0.2 115162 1.6
Q2 13833 1.3 116.6 1.8
Q3 135.7 3.8 117.8 3.2
Q4 139.1 6.8 118.5 Sz
1987 Q1 139.8 sl 119.2 3%5
Q2 u2.4 6.8 119.8 247
Q3 145.1 6.9 .o e
1987 June 142.6 6T S 5
July 44,7 6.9 e 3e
Aug 145.6 1k, oo 4
Sept 144 .9 6.2 ohe S

3 months ending

1987 June 142.4 6.8 & B
July 143.3 70 o o
Aug 4.3 7.0 54 e
Sept 145.1 6.9 vis A

15
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FROM: MISS M P WALLACE
DATE: 16 November 1987

PS/CHIEF SECRETARY cc Sir P Middleton
Mr Anson
Mr Monck
Mr Burgner
Mr Turnbull
Mr Gray
Mr McIntyre
Mr MacAuslan
Mrs Brazier
Mr Tyrie
Mr Call

STATEMENT ON NEW TRAINING PROGRAMME

The Chancellor has seen Mr Fowler's minute of 12 November to the
Prime Minister, covering a draft statement on the new training
programme. He has commented that it is essential that the new
programme should have a name, and that this should be launched in
the statement. At the end of the second sentence in the fourth
paragraph, he would therefore insert the words "to be known as the
[Adult Training Programme, or some such]". Having christened it

here, the statement should then refer to it by its name throughout.

2%s The Chancellor had two other suggestions:

First paragraph, second sentence to read: *seill rising in
many other countries";

Paragraph 6, first two sentences should be recast to read:

"The Community Programme in its present form does not attract

unemployed people with dependents and consequendy with
high benefit entitlement. Because those on the programme are

paid normal wages it has ..."

M,?W.

MOIRA WALLACE
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LABOUR MARKET STATISTICS

I am enclosing our standard brief on the labour market
statistics which are to be issued on Thursday. The brief is
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Labour Market Statistics

Summary

Unemployment fell by a further 64,000 in November, and is now over half a

million below the peak in June 1986. Over the past six months there has
been a fall of 51,000 per month on average. In the last three months the
fall has averaged a record 60,000 a month, reflecting the imprga"vement in
the labour market throughout the country. There was a continued rise in the
number of vacancies reported and overtime in manufacturing was at its
highest level since the start of the decade. The provisional estimate of
the underlying increase in average earnings for the whole economy in

October is 8 per cent, an increase of % per cent on September.

Unemployment
UK unemployment (seasonally adjusted claimants, excluding school leavers)

fell very sharply again, by 63,500 between October and November, bringing
the total down to 2.649 million, the lowest for more than 5 years (on a
consistent basis). The unemployment rate fell to 9.5 per cent. The series
has now fallen for 17 consecutive months since the peak in June 1986. The
fall since then has now reached over half a million (564,000), the largest
sustained fall on record. Other comparisons and records are given in 'key

facts'.

The dowrward trend appears to have been quickening and continues at the
rate of over 50,000 per month. The general strength of the economy appears
to have been making an increasing contribution and must now be the main

explanation for the fall in the unemployment series.

Employment and training measures such as CP, JTS and EAS have recently been
having a broadly neutral impact on the trend in adult unemploymenl, and
their overall effect may now be beginning to decline temporarily. The
effects of other administrative measures have become increasingly difficult
to quantify as they have become established, but it is likely that Restart
and availability testing are now making a diminishing contribution to the
downward trend. Claimant advisers, however, probably continue to have a
significant impact, though small by comparison with the overall fall in

unemployment.
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Regional comparisons

Unemployment continues to fall among both men and women in all regions.

Over the past 12 months, the unemployment rate has fallen most in the West
Midlands, Wales and the North west,‘although the falls in most other
regions are now not far behind. Northern Ireland has had the smallest fall
over the period, but the trend has recently been more in line with Great

Britain.

Headline total
The UK 'headline' claimant total (unadjusted including school leavers) fell

again, by 66,000 to 2.686 million in November, 9.7 per cent. This was
531,000 lower than a year ago, yet again a record 12 month fall. There was
a fall of 52,000 among adult claimants and 14,000 among school leavers. The
school leaver total, at 69,000 was 29,000 or 29 per cent lower than a year
ago. This improvement at least partly reflects last year's school leavers
starting their second year of training on YTS.

December headline total

There is normally a seasonal rise in the unadjusted headline total in
December, with an increase in adults only partly offset by a fall among
school-leavers. However, assuming continuation of the sharp dowrward trend,
a modest fall in the headline total could be expected.

Employment
Figures for the employed labour force (employees in employment, the self

employed and HM Forces) in Great Britain are virtually the same as reported
in October. The employed 1labour force is estimated to have increased by
372,000 in the year ending June 1987 and by 1,363,000 between March 1983,
when the upward trend first began, and June 1987.

The number of employees in employment in manufacturing industry in Great

Britain is estimated to have increased by 3,000 in October. However, the
monthly figures can be erratic and over the last three months (August,
September and October) there has been a reduction of 6,000. The underlying

picture continues to be of a slow downwards drift in manufacturing jobs.

7
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Overtime working Ny -operaniddl: i@Nmantrsctiuring industries moved to the
highest level since the start of the decade with an estimated 13.74 million
hours per week worked in October; it remains to be seen whether this is
erratically high or whether it marks a shift to a higher level of overtime.
Current levels are still well below the 15 million hours per week and more
observed in the 1late 1970s. There are now fewer operatives in
manufacturing, but a higher proportion work overtime and the average weekly
hours of overtime per operative in October was about 3.7 compared with
about 3 in 1979. Over the same period the normal weekly hours (excluding
overtime) of operatives has reduced by about 1 hour. Hours lost through
short-time working in manufacturing industries remain very Ilow, 0.28

million hours per week in October.

Vacancies

The stock of vacancies at jobcentres (UK, seasonally adjusted and excluding
Community Programme) increased again, by 6,800, to reach 268,200 in
November. This was 26 per cent higher than a year ago, and once again the
highest since the current series began in 1980. These stock figures
continue to exaggerate the improvements. Inflows of new notified vacancies
remained at a record level in November and were about 5 per cent higher
than a year ago. Outflows, however, whilg}gﬁowing an increase of 5% on a
year ago, may be understated due to reduced activity in Jobcentres in
following up placings. Recorded placings in the month to November were 3%
down on a year ago. Thus understatement of the outflow will have

exaggerated the rise in the stocks.

Earnings

The provisional estimate of the wunderlying increase for the whole economy
in October is 8 per cent, an increase of % per cent on September. The
provisional estimates for manufacturing and production industries are
unchanged from September at 8)% per cent and 8% per cent respectively but
the provisional estimate for the service industries shows an increase of %

per cent to 7% per cent.

The % per cent rise in the rate of increase for the whole economy is partly
due to the second stage of the teachers settlement but there is also reason
to believe that the services and construction sectors may have been working
increased overtime in october to repair storm damage. Manufacturing

overtime figures were again at a high 1level in October, but the

e

ppra oAl AND CONFIDENTIAL

e e e ON GEL IS5
xu:\>‘l AR, a.m.



PERSCNAL AND CONFIDENTIAL
ONTIE 1998, fin OB 10 201 TRl B Ay
relationship between overtime and earnings in the same month is not a

direct one.

Next Labour Market figures
The next labour market briefing will be issued on Monday 1lth January, in

advance of the press release on Thursday 14th January. It will contain
unemployment figures for 10th December, employed labour force figures for
the third quarter 1987, manufacturing employment and average earnings for

November and vacancies for 4th December.
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. LABOUR MARKET STATISTICS - KEY FACTS

Unemployment

Seasonally adjusted (excluding school leavers)
- fall of 63,500 in November to 2.649 million, 9.5 per cent

- fall of 495,000 over past 12 months,

largest since similar records began in 1948

- Unemployment down for 17 months running. Fall since June 1986 now
over half a milllion (564,000), the largest sustained fall on

record.

Average fall of 51,000 per month over past six months.

Record average fall of 60,000 per month over past three months.

- Unemployment now the lowest for over 5 years (since July 1982)

Unadjusted including school leavers
- Now 2.686m, 9.7%, fall of 66,000 since October

- fall of 531,000 compared with a year ago, largest 12 month

fall since similar records began in 1948.

Unemployed school leavers (under 18) 69,000 in November, 29,000 (29 per
cent) lower than a year ago and the lowest November total since
1979.

Employment - employed labour force increased by 134,000 in Q2, largest rise
since Q4 1984

- also increased by 372,000 in year to June

- manufacturing employment increased by 3,000 in October but down -
6,000 over past three months.

Earnings - Underlying increase in average earnings in year to October
up %% to 8%..

PERSONAL AND CONFIDENTIAL
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ADDITIONAL POINTS

Reference

Vacancies

Regional unemployment

(seasonally adjusted, excluding CP) Press Notice
Unfilled vacancies at jobcentres table
268,200 in Novembgy 26% higher 6, 7 & 8
than a year ago. Inflow of new

notified vacancies highest since

currcnt series lbeydan in 1980.

figures

Long term unemployment

quarterly figures)

Youth unemployment

Unemployment fell in all Press notice
regions in November. table 3
Unemployment rate fell in all c2

regions over last 12 months

with largest falls in West Midlands
Wales and North West. In the 17
months since June 1986, falls have
also been largest in these regions.

Fell by 169,000 in year to October C3
Biggest annual fall on record
Largest fall in Wales.

Unemployment among under 18 year olds now

Flows into and out of

nearly halved compared with 5 years ago.
Under 25's also lowest for more than 5
years, down nearly a quarter compared
with October 1982.

Under 25's unemployment rate in October 15%
Latest EC comparisons for

1986 showed UK 18% compared with

EC average 23% (Italy 34%, France 23%,
Belgium 20%, Ireland 27%, Greece 24%,
Portugal 29%, Spain 48%)

Unemployed not a static pool - some D5

unemployment

400,000 a month enter and leave. A

International camparisons In recent months, UK rate fallen

quarter leave within a month, half leave
within 3 months.

Employment

faster than any other major industrialised
country.

Latest OECD standardised rate for UK now
9.5% (September).

Unemployment higher in France (10.6%)
Belgium (10.3%), Spain (20.1%)

and Ireland (19.4%).

Increased every quarter for 4 years. Press

Cba,b,c

EY)

Notice table 5

Over 1.3 million jobs created since D10a
1983.

PERSONAL AND CONFIDENTIAL
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Effect of government

co@pesveeees

Reference

Traditional measures (YTS, Community ca

measures on count

Programme etc) have not grown

Fiddling the figures

over recent months.

Cannot estimate effects of

Restart because gateway to other
schemes which help into jobs eg
Community Programme, Enterprise
Allowance Scheme, Job Clubs. Successful
because 'Pushing an open door' when
economy growing.

Availability testing will disconrage
some people who were not interested
in getting work - cannot assess how
many.

Only acknowledge 6 discernible changes D3

since 1979; three administrative

and three statistical including only
two changes to method of compilation.
Publish consistent back series to
assess the trend in unemployment.
Nothing to hide.

International definition Based on those without work who are D2

of unemployment

available and have actively looked for

Employment growth

work in last month. Latest (1986) figures for
GB 2.97 million when comparable

claimant count was 3.17 million.

Figures of 5 million sometime quoted

include all those who say they would like
work, even if they have done nothing to

look for a job (include the early

retired, those looking after home,

and sick).

- Two thirds of growth in employment

'not real jobs'

in last year was in jobs for women (244,000).
Half those jobs were part-time (120,000),
a much smaller proportion than in recent years.

- Participants in a special
measures eg Community Programme
EAS are employed in precisely

the same way as any other employee.

PERSONAL AND CONFIDENTIAL
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LABOUR MARKET STATISTICS

Unemployment (UK)

DECEMBER 17 1987

SUMMARY STATISTICS

Change on

Thousands

Change on

Level previous period previous year

Total (not seasonally adjusted) November 12 2,686
Total (excluding school leavers) November 12 2,649
Employed Labour Force June; Q2 1987 24,360

Employees in employment
Services June Q2 1987
Manufacturing September Q3 1987

Manufacturing employment October 1987

Vacancies (UK at jobcentres) November 6

Index of Average Earnings

Whole Economy October

Services October

Manufacturing October
Notes

1. All figures seasonally adjusted GB except where otherwise stated.

2. The employed labour force comprise employees in employment; the self-

employed and HM Forces.

14,493
5,063

5,066

268

Percentage change on previcus
(underlying increase)

- €6
- b4

+134

78
83

- 531
- 495

+

372

+ 367

year
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The latest figures available on developments in the labour market are

summarised below.

Summary

Unemployment (UK seasonally adjusted excluding school leavers) fell by 63,500

in the month to November. Male unemployment decreased by 44,300 and female
unemployment decreased, by 19,200. Over the past six months there has been a
fall of 50,600 on average compared with a fall of 31,500 per month over the

previous six months to May 1987.

The unadjusted unemployment total, decreased in November by 65,801 to

2,685,583. This includes 69,408 school leavers aged under 18. In November,

total unemployment was 531,184 lower than a year ago.

The number of employees employed in manufacturing industry increased by an

estimated 3,000 in October, a slow downward drift over the last twelve months

continues to be the picture shown by the rather unstable series.

The latest estimates of the employed labour force in the whole economy relate

to June 1987 and have been only marginally revised from those published in
October. They show an increase of 134,000 in the second quarter and 1,363,000
between March 1983 and June 1987. Estimates for the third quarter will be

available next month.
The stock of vacancies (UK seasonally adjusted excluding Community Programme )
increased by 6,800 in November to 268,200. Over the past six months there has

been an increase of 6,400 per month on average.

The underlying increase in average earnings in the year to October was 8 per

cent, similar to the increase in the year to September.
Additional and more detailed information on unemployment, employment,

vacancies, average earnings, unit wage costs, hours of work, productivity and

industrial disputes is to be found in subsequent sections of the press notice.

PERSONAL AND CONFIDENTIAL UNTIL 11.30am ON THURSDAY 17 DECEMBER 1987
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UNEMPL OYMENT

The seasonally adjusted level of unemployment in the UK (excluding school
leavers) decreased by 63,500 to 2.649 million in November, 9.5 per cent
of the working population*.

Over the past six months on average unemployment has fallen by 50,600
per month.

The recorded total of unemployed claimants, including school leavers,
decreased by 65,801 between October and November to 2,685,583 giving an
unemployment rate of 9.7 per cent of the working population. Unemployment is
531,184 less than a year ago. The total included 69,408 school leavers, 28,761
lower than a year ago.

Recent figures are shown in tables 1, 2 and 3.

TABLE 1:UNEMPLOYMENT - UNITED KINGDOM

THOUSAND

TABLE 1:UNEMPLOYMENT - SEASONALLY ADJUSTED excl.school leavers - UNITED KINGDOM

Change Unemployment Average Average
since rate: change change over
previous over 3 months
Male Female Number month Percentage 6 months
of working ended ended
population*
1986 Nov 2166.3 977.1 3143.4 -16.2 113 -9.5 -21.9
Dec 2152.8 966.6 3119.4 -24.0 11.2 =15°5 -21.3
1987 Jan 2146.9 967.4 3114.3 -5.1 11.2 -16.4 -15.1
Feb 2122.8 943.0 3065.8 -48.5 11.0 -23.9 -25.9
Mar 2107.9 931.8 3039.7 -26.1 10.9 -23.9 -26.6
Apr 2092.7 925.4 3018.1 -21.6 10.9 -23.6 -32.1
May 2053.6 898.7 2952.3 -65.8 10.6 -31.9 -37.8
Jun 2036.2 889.0 2925.2 -27.1 10.5 -32.4 -38.2
2004.6 871.6 2876.2 -49.0 10.4 -39.7 -47.3
Aug 1971.9 857.2 2829.1 -47.1 10.2 -39.5 -41.1
Sep 1939.7 833.6 "2713.3 -55.8 10.0 -44 .4 -50.6
Oct(r) 1898.6 813.7 -2712.3 -61.0 9.8 -51.0 . -54.6
Nov(p) 1854.3 794.5 2648.8 -63.5 e o -50.6 -60.1

** The separate rate for males was 11.3 per cent, and for females 7.0 per cent.
* See no;e'AS _ oy =4
(p) Provisional and subject to revision (see note AE}%SGNAL AND CONFIDEN

(r) Revised P
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LE 2: UNEMPLOYMENT - UNADJUSTED incl. school leavers - UNITED KINGDOM

Male Female Number Unemployment
rate:percentage
of working School leavers
population* Claimants Non Claimants**
1986 Nov 2,200,167 1,016,600 3,216,767 11.6 98,169
Dec 2,221,545  1,007.622- 3,229,167 11.6 88,980
1987 Jan 2,272,426 1,024,810 3,297,236 11.9 89,190
Feb 2,233,932 ... 99),877 3,225,809 11.6 79,936
Mar 2,181,037 962,333 3,143,370 11.3 72,281
Apr 2,198,222 948,906 3,107,128 11:2 66,572
May 2,080,369 906,084 2,986,453 10.8 74,930 e
Jun 2,022,964 882,361 2,905,325 10.5 69,397 103,552
Jul 2,008,482 897,971 2,906,453 10.5 63,922 128,903
Aug 1,970,318 895,484 2,865,802 10.3 56,135 115,669
Sep 1,973,776 896,419 2,870,195 10.3 92,406 e
Oct 1,903,620 847,764 2,751,384 9.9 83,226
Nov 1,865,842 819,741 2,685,583 9.7+ 69,408

+ The separate rate for males was 11.4 per cent, and for females 7.2 per cent.
** Not included in totals, see note A4
*See note A5.

TABLE 3: UNEMPLOYMENT - REGIONS November 12 1987 THOUSAND
SEASONALLY ADJUSTED (P) UNADJUSTED
(EXCLUDING SCHOOL LEAVERS) (INCLUDING SCHOOL LEAVERS)
Change Unemployment Change Unemployment
Total since rate Total since rate
previous percent- previous percent-
month age of Change month age of School
working since working Tleavers
population*previous population*
___month
South East 603.8 -19.5 6.6 -0.2 603.1 -21.4 6.6 9.1
(Greater London) (330.8).(=72%5). . . (L-T) (-0.2) (330.7)(-10.6) (7.7) (5.1)
East Anglia 62.7 -3.0 6.5 -0.3 62.3": ~1.9 6.5 1
South West 158.7 -4.2 7.8 -0.2 162.8 -0.5 8.0 2.5
West Midlands 2ll.h " -6.6 10.5 -0.3 275.5. °~10.1 10.7 8.1
East Midlands 165.0 -3.9 8.7 -0.2 165.0 -4.2 8.7 3.8
Yorks and Humberside 255.9 -5.2 10.9 -0.2 4 B S ¥i:2 9.2
North West 363.8 -8.0 12.1 -0.3 369.3 -8.5 1.3 10.4
North 193.5 + -3.9 13.4 -0.3 198°1 - -3:7 13.8 6.1
Wales 142.4 -2.8 11.8 -0.2 145.5 -2.6 12.1 4.0
Scotland 311.1 -4.2 12.6 -0.2 k5 -4.0 13.0 13:1
 GREAT BRITAIN 2,528.1 -61.6 9.3 -0.2 2,564.6 -62.1 9.5 67.2
Northern Ireland 12007 =19 17.6 -0.3 121.0 :.<=3:7 17.6 2:d
UNITED KINGDOM 2,648.8 -63.5 ges -0.2 2,685.6 -65.8 9.7 69.4
* See note A5
(P) Provisional see note A6 :
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TABLE 4: UNEMPLOYMENT FLOWS - STANDARDISED, UNADJUSTED - UNITED KINGDOM THOUSANDS
INFLOW OUTFLOW
Total Total Change Total Total Change
including excluding since including excluding since
school School school previous school School school previous
Month ending leavers leavers leavers year leavers Tleavers leavers year
1986 Nov 415.2 12.3 402.9 + 14.2 432.9 22.8 410.1 + 16.2
Dec 356.6 8.7 347.9 .7 . 29:1 343.2 13:3 329.9 - 6.8
1987 Jan 368.7 13.3 355.4 - 8.3 294.9 8.1 286.9 + 61.4
Feb 398.8 11.6 387.2 + 11.8 460.8 14.5 446.3 + 44.1
Mar 342.1 8.5 333.1. - - 23.7 431.4 11.8 419.9 + 50.3
Apr 357.1 7.0 350.1..7 -~ 3.8 396.4 8.4 388.0 + 6.6
May 320.8 21.9 298.9 - 38.2 425.4 10.7 414.7 + 14.2
Jun 31515 10.2 305.3 - 38.3 403.4 11.7 391.8 + 9.3
Jul 429.1 10.7 418.4° - 35.2 427.9 1231 415.7 + 16.7
Aug 384.4 8.0 376.4 - 14.8 419.6 10.1 409.6 + 20.9
Sep 456.6 5555 401.1 - 41.9 451.8 12.9 438.9 e
Oct 420.2 25.6 394.6 - 40.2 549.0 30.5 5185 e 2.9
Nov 375.3 10.8 364.5 - 38.5 432.3 18.4 413.9 +- 3.8

PERSCNAL AND CONFIDENTIAL
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EMPLOYMENT

The number of employees in employment in manufacturing industry in Great
Britain is estimated to have increased by 3,000 in October. However
the monthly figures can be erratic and over the last three months
(August, September and October) there has been a reduction of 6, 000.

Figures for employees in the rest of the economy and the employed labour
force (employees in employment, the self employed and HM Forces) in
Great Britain remain the same as reported last month, except for a
slight positive revision - reflecting some late data now to hand - to
service employment. The employed labour force is estimated to have
increased by 372,000 in the year ending June 1987 and by 1,363,000
between March 1983, when the upward trend first began, and June 1987.

Recent figures are set out in Table 5.

PEF=~NAL AND CONFIDENTIAL
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THE EMPLOYED LABOUR FORCE IN GREAT BRITAIN

1986 January
February
March

April
May
June

July
August
September

October

November

December
1987 January
February
March

April

May

June
July
August
September

October

(23}

a3

Q24

ai

a2

Manufacturing
Industries

5,238
5,212
5,205

5,197
5,167

S,151

5,132
5,120
S,113

S 110
S,111
S,106

5,083
5,082
5,075

5,070
S,077
5,085

5,072 .

5,071
S,063R

Changes
Mon- Threex @uar-
thly monthly terly
=& T
=26 =12
-7 -13 - 39
o Lo -14
-30 -15
-16 -18 - 54
=19 <22
-12 -16
=%e? fards (05 - 38
-3 -7
+ 1 =3
=5 - =
—23 =S
T | -10
T -10 = 31
=0 - 4
+ 7 -2
+ 8 + 3 + 10
=13 ! + 1
P | -
= B8R e f - 22R
+ 3 2
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Energy % Water
Supply Industries

Levels Changes
Mon- @uar-
thly terly

S46R =1 1R

S44R -2

5S40 - 4R =17
S937 S

534 =S

S30 - - 4 -10
526 - 4

522 =

520 =82 -10
517 =

512 el

S10 -2 -10
SO3 =l

502 o |

496 =& -14
490 -

490 0

491 + 1 =S
488 - 3

487 =l

488 + 1 =S
484 - 4

# = Average monthly change over last three months
R = Revised to incorporate late data now available.

Other
Industries

Service
Industries

_________________________ _' P
Levels Changes

14,043 + 75 1,291 =38
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14,127R + B4R 1¢292 + 1

14,214R + 87 =81 -11

14,280R + &6 1,284 + 3

14,394R +114 1,298 +14

14,493R + 99 1,303 + 5
iy 287

Thousand: seasonal lyqj justed

Employed 1abour
Force including
sel f-employed
and HM Forces)
All Industries -

and Services

Levels Changes

215079 "+ 10 23,964 + 13

Z21,100R + 21R 23,98BR + 24R
21,128R + 2B 24 ,042R + S4R
21,180R + 52 24,118R + 76
21,263R + 83 24 ,226R +108
21,372R +109 24 ,360R +134
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. VACANCIES

The stock of unfilled vacancies at jobcentres (seasonally adjusted and
excluding Community Programme vacancies) increased by 6,800 in the month to
November to reach 268,200. Over the past three months to November,
seasonally adjusted vacancies have increased on average by 10,400 per month.

Unadjusted, there was a decrease of 8,558 unfilled vacancies in the month
to 303,598. There was a decrease of 316 Community Programme vacancies.

The inflow of notified vacancies increased on average by 4,900 per month
in the three months ending November 1987, the outflow increased by
4,100 per month,and placings increased by 1,600 per month.

Recent figures are shown in tables 6, 7 and 8.

TABLE 6: UNFILLED VACANCIES - UNITED KINGDOM THOUSAND
VACANCIES AT JOBCENTRES+* VACANCIES
UNADJUSTED SEASONALLY ADJUSTED AT CAREERS
EXCLUDING COMMUNITY PROGRAMME OFFICES
Total Change Average
Community excluding since change over
Total Programme Community Number previous 3 months UNADJUSTED
Vacancies Programme month ended

1986 Nov 248.2 3¢.2 216.0 212.5 3.0 4.0 13.5
Dec 223.3 29.0 194.3 210.6 -1.9 2.9 12.%
1987 Jan 218.1 301 188.1 212.0 1.4 0.8 11.9
Feb 216.0 27.9 188.1 207.0 -5.0 -1.8 13.8
Mar 226.1 25.4 200.7 214.2 132 1ve 13.9
Apr 240.0 24.5 215.5 217.7 3.3 1.9 15.9
May 265.4 26.0 239.5 - 230.5 12.8 7.8 19.0
Jun 275.8 28.0 247.9 233.7 3.2 5.5 23.5
Jul 272.3 28.6 243.7 235.2 35 5.8 23.9
Aug 269.9 30.2 239.6 236.9 £ 2.l 22.6
Sep 295.2 31.9 263.3 246.6 g.F 4.3 23517
Oet: 312.2 32.0 280.2 261.4 14.8 8.7 23.1
Nov 303.6 31.6 272.0 268.2 6.8 10.4 22.0

* See note Cl.

+ Vacancies at jobcentres are only about a third of all vacancies in the economy. See
note C3.

UNTIL 11.30 a.m. ON ..
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PERSONAL AND CONFIDENTIAL UNTIL 11.30 ON 17 DECEMBER 1987
TiiLE 7:VACANCY FLOWS AT JOBCENTRES-SEASONALLY ADJUSTED(EXCLUDINGNG COMMUNITY PROGRAMME)

UNITED KINGDOM THOUSAND
INFLOW OUTFLOW of which: PLACINGS
Level Average change Level Average change Level Average change
3 Months ended 3 months ended 3 months ended
1986 Nov 225.4 2.3 220.8 LR 164.5 2.2
Dec 222.4 0.0 224.0 2.8 165.6 17
1987 Jan 218.9 -0.7 217.0 -0.3 161.2 -0.4
Feb 209.2 -5.4 213.9 -2.3 159.0 -1.8
Mar 232.0 3:2 227.9 1.3 168.0 0.8
Apr 230.2 + 3.8 225.0 2.7 162.4 0.4
May 213.3 1.4 202.3 -3.9 147.6 -3.8
Jun 229.9 -0.7 22338 -1.5 162.5 -1.8
Jul 220.0 -3.4 217.9 -2.4 154.3 -2.7
Aug 222.7 asl 218.5 5.4 154.8 2.4
Sep 228.8 -0.4 215.9 -2.5 154.5 -2.7
Oct 235.9 N3 224.2 2.1 158.0 1.2
Nov 2.5 4.9 230.9 4.1 159.7 1.6
TABLE 8: *UNFILLED VACANCIES - REGIONS - 6 November 1987 THOUSAND
VACANCIES AT JOBCENTRES VACANCIES
UNADJUSTED* SEASONALLY ADJUSTED AT CAREERS
(EXCLUDING COMMUNITY PROG OFFICES
Total VACANCIES)
Community excluding Change since

TOTAL Programme Community Number previous month UNADJUSTED
Vacancies Programme

South East 116.0 5l 110.9 108.3 6.7 13.8
(Greater London) (48.3) (2.6) (45.7) (44.0) {2 (8.1)
East Anglia 9.8 0.6 9.1 9.1 0.2 0.6
South West 287 2.6 20.1 20.4 -0.7 1.0
West Midlands 30.7 4.6 26.2 25.2 0.6 1.9
East Midlands 15.0 1.5 13.5 12.9 -0.4 1.0
Yorks and

Humberside 20.4 2.9 17.6 17.1 0.0 0.8
North West 30.1 3.5 26.7 26.3 -0.4 1:0
North 17.4 4.1 13.2 12.9 0.0 0.3
Wales 14.5 2.9 11.6 121 -0.3 0.3
Scotland 24.6 3.2 21.4 21.4 0.7 0.4
GREAT BRITAIN 301.3 31.1 270.2 265.7 6.5 21.1
Northern Ireland 2.3 0.5 1.8 een 0.3 0.9
UNITED KINGDOM 303.6 31.6 272.0 268.2 6.8 22.0

* The proportion of total vacancies at Jobcentres varies by region. See note C3.
10 PERS ~ivAL AND CCNFIZENTIAL
UNTIL 11.30 a.m. ON ./7:/R2: 8.,
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The underlying increase in average weekly earnings in the year to October was
about 8 per cent, an increase of {§ per cent on the year to September.

The actual increase in the year to October was, 8.0 per cent, the same as the

estimated underlying increase.

TABLE 9: INDEX OF AVERAGE EARNINGS CF EMPLOYEES IN GREAT EBRITAIN: WHOLE
ECONOMY

Seasonally adjusted

Percentage Underlying
Index Index increase over percentage increase
January 1980 previous 12 over previous
=180 months 12 months

1686

August 187.2 187.0 8.0 7%
September 186.8 1871 6l 7%
October 188.3 168.7 8.3 7%
November 191.2 190.2 8 78
December 193.4 191.3 T.4 TE
1087

January 190.4 192.8 7.6 73
February 191.2 193.4 7.4 73
March 194.5 194.6 657 73
April 196.0 197.4 6.5 =
May 198.1 198.5 8.7 7%
June 200.0 198.1 T.T 78
July 203.1 201.3 &l 72
August 201.6 201.5 7.6 T8
September 201.4 201.8 7.9 78
October#* 203.4 203.8 8.0 8

* Provisional

PERSCNAL * cim ~~AnEISENTIAL

UNTIL 11:30 an.. B O B i B R
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In production industries, the underlying increase in average weekly earnings
in the year to October was about 8f per cent, similar to the increase in the
year tc September. Within this sector, in manufacturing industries, the
underlying increase in average weekly earnings in the year to October was
about 8% per cent, similiar to the increase in the year to September. These

increases include the effect of higher overtime working this year than a year
ago.

The actual increases for production industries and manufacturing industries in
the year to October were 8.7 per cent and 8.9 per cent respectively.

In service industries, the underlying increase in average weekly earnings in
the year to October was about 72 per cent, an increase of } per cent on the

year to September. The actual increase in the year to October was 7.6 per
cent.

TABLE 10: INDEX OF AVERAGE EARNINGS OF EMPLOYEES IN GREAT ERITAIN

MAIN SECTORS
Seasonally adjusted
Production industries#® Manufacturing Industries#*# Service Industriesk##
Percentage Percentage Percentage

Index increases over Index increases over Index increases over

Janwary previous January previous Jamary previous

1980=100 12 months 1980=100 12 months 1980=100 12 months

seas adj underlying seas adj uderlying seas adj wderlying
1986
 August 192.1 8.0 T2 151.9 Tl T8 187.3 8.3 7

September 193.9 6.7 % 194.0 6.9 5 186.0 5.7 TE
October 195.2 8.0 T8 195.2 7.9 T8 187.4 8.7 T3
November 196.6 7.8 8 197.1 78 Tt 190.5 8.5 T3
December 196.6 8.4 8 200.0 8.3 8 18¢.2 6.7 %
1987
Janiary 199.9 7.8 T8 200.0 7.8 T8 190.3 T.7 T3
Febrmary 200.6 7.9 8 201.0 8.1 8 189.7 72 &
March 199.8 7.4 8 201.1 7.6 8 193.8 5.9 72
April 203.6 7.2 8 204.4 7.0 8 196.4 5.8 T
May 201.6 8.0 8 202.4 8.2 8 169.2 G.3 Tt
June 203.9 8.0 81 204.8 7.9 &% 198.7 75 T3
July 206.4 8.7 8t 207.6 9.0 8% 200.4 T.7 T
August 7.8 8.2 &t 207.2 8.0 8% 200.9 T3 T
September 209.S 8.3 & 210.3 8.4 8 200.1 7.6 T
October (prov) 212.2 8.7 8L 212.6 8.9 83 201.6 7.6 2

¥  DIVISIONS 1-4 of SIC 1980 covering Energy and water-supply and manufacturing.
¥% DIVISIONS 2-4 of SIC 1980. Included in production incustries.
¥x¥ DIVISIONS 6-9 of SIC 1980 covering Distribution, hotels and catering, repairs; Transport and commmnication;
Banking, finance, insurance, business services and leasing; Other Services (including public administration,
education, medical and other health services, etc).
proqONAL AND CONF.— LNTiAL
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UNIT WAGE AND SALARY COSTS

THIS PAGE WILL EBE REVISED PRIOR TO PUBLICATION TO TAKE ACCOUNT OF UPDATED AND
REVISED UNIT WAGE COST ESTIMATES WHICH WILL THEN BE AVAILABLE.

In the three months ending September 1687, wages and salaries per unit of output
in manufacturing industries were 1.5 per cent above the corresponding period a
year earlier. This increase was below the rise in average earnings in
manufacturing (see Table 10) as there was a rise of nearly 7 per cent in
productivity over this period (see Table 13).

In the second quarter of 1987, wages and salaries per unit of output in the whole
economy were L4.6 per cent above the corresponding period of 1986. The increase
was below the rise in average earnings in the whole economy (see Table 9) as there
was a rise of over 2} per cent in productivity over this period (see Table 139,

Recent figures are:-

TABLE 11: WAGES AND SALARIES PER UNIT OF OUTPUT

Manufacturing Whole Economy
Index Index
1980 = Percentage increase 1980 = Percentage increase
100 on a year earlier 100 on a year earlier
1985 Q3 125.6 6.4 132.9 6.0
QY 128.4 6.0 134.2 4.4
1986 Q1 130.8 T.7 136.4 6.0
Q2 130.0 6.1 137.9 6.2
Q3 129.5 3.1 138.6 4.4
Q4 129.8 Jal 140.9 520
1987 Q1 131.4 0.5 141.9 4.0
Q2 131.0 0.8 44,2 4.6
Q3 13065 1.5 oie e
1987 June 131.4 1.1 e o
July 1315 1.9 ale vis
Aug 130.3 0.5 e S
Sept 132.9 2.2 ole oo
3 months ending
1987 June 13360 0.8 e o
July 130.9 1.3 s Pl
Aug 131.0 1.2 e ..
Sept 131.5 1.5 oo oe

13



CONFIDENTIAL UNTIL 11.30am ON 17 DECEMBER 1987
HOURS WORKED IN MANUFACTURING INDUSTRIES

Qvertime working by operatives in manufacturing industries moved to the
highest level since the start of the decade with an estimated 13.74
million hours per week in October 1987. However current levels are still
well below the level of 15 million hours a week and more observed in the
late 1070s. There are now fewer operatives in manufacturing. but a
higher proportion work overtime and the average weekly hours of overtime
per operative in October were about 3.7 compared with about 3 in 1979.
Over the same period the normal weekly hours (excluding overtime) of
operatives have reduced by about 1 hour.

Hours lost through short-time workipg in manufacturing industries remain
very low, 0.28 million hours per week in Octaober.

The 1ndgx_gi_ggg;ﬁgg_ﬂggkly_hguxs_worked by operatives in manufacturing
industries (which takes account of hours of overtime and short-time as
well as normal basic hours) was estimated at 104.2 in October 1987
giving an average of 103.7 over the last three months (August, September
and October).
Recent figures are set out in Table 12.

AR : N HOURS OF QOPERA \ N MANUEKA RIN NDUSTRIES

Great Britain, seasonally adjusted

A0

Hours laost through Index of
Hours of short-time working average weekly
overtime (stood off for whole hours (average
worked or part of week) 1980 = 100)
Millions per week Millions per week
1986 Jun 11.40 0.42 102.7
Jul 11.61 0.40 102.8
Aug 11.71 0.41 102.8
Sep 11.68 0.39 102.8
Oct 11.73 0.81 102.8
Nov 12.08 0.52 103.0
Dec 11.74 0.49 102.9
1987 Jan 11.18 0.61 102.2
Feb 12.11 0.41 103.2
Mar 12.43 0.35 103.3
Apr 12.51 0.46 103.4
May 12.34 0.38 103.2
June 12.80 0.28 103.5
Jul 12.41 0.36 103.2
Aug 12.61 0.27 103.4
Sep 12.95R 0.21 103.6
Oct 13.74 0.28 104.2

core NAL AND CONFIDENTIAL
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NTIL 11.30 a.m. 0)
" |#



PRODUCTIVITY

THIS PAGE WILL BE REVISED PRIOR TO PUELICATION TO TAKE ACCOUNT OF UPDATED AND
REVISED PRODUCTIVITY ESTIMATES WHICH WILL THEN BE AVAILABLE.

Manufacturing output per head in the three months to September was 1.9 per
cent higher than in the three months ending June and 6.9 per cent higher than
in the same period a year earlier.

Output per head in the whole economy in the second quarter of 1987 was 0.5 per

cent above the previous quarter and 2.7 per cent higher than in the second
quarter of 1986.

Recent figures are:

TABLE 13: OUTPUT PER HEAD seasonally adjusted, U.K.
Manufacturing Whole Economy
Index Percentage Index Percentage
1980 Increase 1980 increase
=100 on a year = 100 on a year
earlier earlier
1985 Q3 130.7 2e7 114.1 2.1
Q4 130.3 2.3 114.8 2.3
1986 Q1 130.2 0.2 115.2 1.6
Q2 133+3 33 116.6 1.8
Q3 135.7 3.8 117.8 352
Q4 139.1 6.8 118.5 3.2
1987 Q1 139.8 7.4 119.2 3.5
Q2 142.4 6.8 119.8 2.7
Q3 14501 609 e e o e
1987 June 142.6 67 o i
July uy,.7 6.9 o 2
Aug 145.6 b o e
Sept 1’4”-9 6.2 e e
3 months ending
1987 June h2.4 6.8 et 35
July 143.3 740 7% e
Aug 144 .3 7.0 ale 5
Sept 145.1 6.9

15



Fer ~*NAL AND CONFIDENTIAL
Industrial stoppa UNTIL 11.30 a.m. ON .12-/2: 81

.In October 1987, it is provisionally estimated that 62,000
working days were lost in the United Kingdom through stoppages of
work due to industrial disputes. This compares with a provisional
estimate of 47,000 in September 1987, 167,000 in October last
yvear and an average of 1,116,000 for October during the ten year
period 1977 to 1986.

During the twelve months to October 1987 a total of 930 stoppages
have been provisionally recorded as being in progress, involving
a total of 900,000 workers and resulting in a loss of 3,499,000
working days. The comparable figures for the twelve month period
to October 1986 were 1,032 stoppages, 637,000 workers and
2,155,000 working days lost.

Table 14.
Working days lost Number of Workers involved
(thousand) Stoppages (thousand)
1986
Oct 167 148 48
Nov TST 107 98
Dec 97 91 50
1987
Jan 886 109 171
Feb 928 123 145
Mar 251 135 215
Apr 326 126 151
May - 220 86 125
Jun 342 91 172
Jul 187 81 72
Aug(p) 37 58 18
Sep(p) 47 63 14
Oct(p) 62 59 19

Cumulative totals
12 months to

October 1986 25155 15032 637

12 months to

October 1987(p) 3,499 930 900
16
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NOTES TO EDITORS ST

Pl detiale M 0r Gctp el innl. 4
GENERAL SYMBOLS UNTIL 11.30 a.m. Giy .(7:12-87
The following symbols are used thfoughout: .. not available, - nil

or negligible, p provisional, r revised. Occasionally, totals may
differ from the sum of components because of rounding or separate
seasonal adjustments of components.

UNEMPLOYMENT (Tables 1-4)

Al. The unemployment figures are derived from records of claimants
of benefit held at Unemployment Benefit Offices. The term
"claimants" in the unemployment count 1is used to include those who
claim unemployment benefit", supplementary benefits or national
insurance credits. The figures include the severely disabled but
exclude students seeking vacation work and the temporarily stopped
(see below). A full description of the system of compiling the
figures appeared in the September 1982 Employment Gazette.

A2. The unemployment figures exclude students who are claiming
unemployment benefit during a vacation but who intend to return to
full-time education when the new term begins. From November 1986 most
students have only been eligible for benefits in the summer vacation.
On 12 November 1987 these numbered 2,046 in Great Britain and in
the United Kingdom.

A3. The figures exclude temporarily stopped workers,that is, those
who had a job on the day of the count but were temporarily suspended
from work on that day and were claiming benefits. On 12 November 1987
these numbered 3,832 in Great Britain and 4,701 in the United
Kingdom.

A4. The school leaver figures relate to people under 18 years of
age who have not entered employment since completing full-time
education. Part of the <change in the count of school leavers
between one month and the next reflects some of them reaching
the age of 18. The unemployment count excludes school leavers
not yet entitled to benefit; for June, July, and August, the months
mainly affected, a special count of those registering at
Careers Offices is provided.

A5. Regional unemployment rates are calculated by expressing the
number of unemployed as a percentage of the estimated total
working population (the sum of employees in employment, unemployed,
self-employed and HM Forces) at mid-1986. These rates include the
self-employed and armed forces in the base to provide a more
reliable guide to the incidence of unemployment among the whole
workforce. Until July 1986, all rates were expressed as a
percentage of employees plus the unemployed only. These narrower
based rates, continue to be used for local areas (travel-to-work
areas and counties) because estimates for the self-employed and
armed forces needed to calculate the new rates are not made below
regional level. The UK narrower rates on 12 November 1987 were 13.2
per cent for males and 7.7 per cent for females, 10.8 per cent in
total(unadjusted).

17



A6. The latest figures for national and regional seasonally adjusted
unempioyment are provisional and subject to revision, mainly in
the following month. The seasonally adjusted series takes
account of all past discontinuities to be consistent with the
current coverage. (See the article ’‘Unemployment adjusted for
discontinuities and seasonality’ in the July 1985 Employment
Gazette, and also page 422 of the October 1986 edition).

A7. The unemployment flows, in table 3 relate to people claiming
and ceasing to claim benefit in the United Kingdom. A seasonally
adjusted series cannot yet be estimated. The figures are
standardised to a four and one third week month to allow for the
varying periods between successive monthly count dates, and may,
therefore, appear not to balance the monthly changes in
unemployment Tevels. It may also be noted that while changes in
the Tevel of unemployed school leavers are affected by some of
them reaching the age of 18 (see note A4), the outflow figures
relate only to those aged under 18 leaving the count.

EMPLOYMENT (Table 5)

Bl. Information on the number of employees in employment is for most
industries collected quarterly and monthly from sample surveys
addressed to individual establishments and for other industries
from returns provided by major employers in the industry. These
figures are used to calculate rates of change in employment since
the last Census of Employment was held, and the rates of change are
applied to comprehensive census results to provide current
estimates.

B2. The surveys cover all large establishments and a proportion of
small establishments (but none of the smallest employers). 30,000
establishments are surveyed each quarter month (e.g. in March,
June etc.), and of these 12,000 are in manufacturing industries.
6,000 of the manufacturing establishments are also surveyed in
non quarter months. Estimates for these months are 1less reliable
than those for quarter months, and the first estimates are
subject to revision when the following quarters figures become
available (e.g. January and February estimates are revised in the
light of figures for March). As the estimates of employees in
employment are derived from employers’ vreports of the numbers of
people they employ, individuals holding two Jjobs with different
employers will be counted twice. Participants 1in government
employment and training schemes are included if they have a contract
of employment. HM forces, homeworkers and private domestic servants
are excluded.

18



B3. The estimates of employees in employment presented in this press
notice also take account of the results of the 1985 and 1986 sample
Labour Force Surveys. The series include allowances for
undercounting in the estimates of the number of employees in
employment derived from the sample survey of employers. Since the
second quarter of 1986, 47,400 per quarter has been added to the raw
estimates of total empioyees in employment based on the sample. The
reasoning behind such allowances is described in the Employment
Gazette April 1987 (page 201).

B4. The selt employed are those who in their main employment work on
their own account, whether or not they have any employees. Second
occupations classified as self employed are not included.

B5. Comprehensive estimates of the number of self-employed are taken
from the Census of Population, the most recent of which was held in
1981. Estimates for the other years are made by applying rates of
change, derived from the sample Labour Force Survey results, to
the census benchmark. In this way self employment is estimated to
have increased by 12,800 a quarter between mid 1981 and mid 1983,
by 68,800 a quarter between mid 1983 and mid 1984, by 28,800 a
quarter between mid 1984 and mid 1985,and by 4,100 a quarter between
mid 1985 and mid 1986.Pending the results of the 1987 Labour Force
Survey it 1is assumed that the numbers of self employed are
continuing to increase at the rate of 25,400 a quarter observed
between 1981. The date of the Tatest Census of Population which
provides a benchmark for the self employment series, and 1986, the
date of the 1latest available Labour Force Survey data. The
derivation of recent estimates is described in the Employment Gazette
April 1987 (page 205)

B6. Figures for HM Forces are provided by the Ministry of Defence.

B7 The employed labour force comprises employees in employment, the
self employed and HM forces.

VACANCIES (Tables 6-8)

Cl. The vacancy statistics include self-employed vacancies and
exclude vacancies handled by Professional and Executive
Recruitment. Community Programme vacancies at Jobcentres are
included in the unadjusted total, but excluded from the seasonally
adjusted series. Figures are available back to 1980. For further
details see the October 1985 Employment Gazette.

C2. Vacancies at Jobcentres are mainly for adults aged 18 or over,
but include some vacancies for persons under 18. Vacancies at
Careers offices are mainly for young persons under 18 years of
age, but include some vacancies suitable for adults. Where the
vacancy is notified to both services by an employer, it will be
included in both counts; for this reason, the two counts should
not be added together to give a figure for total vacancies.
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C3. The figures of vacancies published in this press notice do not
represent the total number of vacancies in the economy. Latest
estimates suggest that nationally about one third of all
vacancies are notified to Jobcentres; and about one quarter of
all engagements are made through Jobcentres. Inflow, outflow,
and placings figures are collected for four or five week periods
between count dates; the figures in this press notice are
converted to a standard four and one third week month.

EARNINGS (Tables 9 and 10)

D1. The whole economy index of average earnings was introduced from
January 1976. It was described in the April 1976 issue of Employment
Gazette. The present series is based on January 1980 = 100. Separate
indices for 26 industry groups of Standard Industrial Classification
(1980) are published in the Employment Gazette.

D2. A1l the series are based on information obtained from the
Department’s monthly survey of a representative sample of firms in
Great Britain, combined with information supplied by the Ministry of
Agriculture Fisheries and Food about agricultural earnings in England
and Wales. The survey obtains details of the gross wages and salaries
paid to employees, in respect of the last pay week of the month for
the weekly paid, and for the calendar month for the monthly paid.
The earnings of the latter are converted into a weekly basis. The
average earnings are obtained by dividing the total paid by the
total number of employees paid, including those employees on
strike. The sample of returns contains information relating to some
10 million employees.

D3. The analysis of underlying changes was described in Employment
Gazette, April 1981, page 193, and the most recent analysis appeared
in Employment Gazette in December 1987. The next analysis will appear
in the March 1988 issue.

D4. The average earnings figures are not intended to measure solely
the average increase in rates of pay for a standard week reflected
in annual pay settlements. Changes in hours worked are not regarded
as a temporary factor and therefore continue to influence the
underlying rate. Irregular variations in bonuses, sickness, etc., on
which no information is available, can also affect the underlying
trend, as can changes in the composition of the labour force.

20



UNIT WAGE AND SALARY COSTS (Table 11)

El. Wages and Salaries per unit of output in manufacturing is
compiled wusing monthly series of average earnings,employment and
output; it is described in Employment Gazette, June 1982, page 261.
For wages and salaries per unit of output in the whole economy, the
wages and salaries totals in the numerator are adjusted to
incorporate the earnings of the self-employed, based on the ratio
of the employed labour force to the number of employees in
employment and HM Forces. The denominator is the output measure of
gross domestic product at  factor cost in constant prices. For
further information, see Employment Gazette, May 1986, page 172.

HOURS OF WORK (Table 12)

F1. The hours of overtime and short-time worked by operatives in
manufacturing industries are collected by the surveys of individual
establishments which are used to collect numbers of employees.
Figures are collected monthly; those for non-quarter months are
based on a smaller sample, and are therefore subject to
retrospective revisions in the same way as the employee estimates.

F2. The index of average weekly hours relates to average weekly
hours worked by operatives in manufacturing industries. It is
based on the normal weekly hours of full time operatives as in
national agreements plus average net overtime. The calculation

of this index is described on page 240 of Employment Gazette, June
1983.

PRODUCTIVITY (Table 13)

Gl. Index numbers of output per person employed are calculated by
dividing an index of output by an index of the numbers employed.
The indices are all based on 1980 = 100. The output series for
the economy as a whole is the output-based measure of gross
domestic product and is consistent with the GDP press notice to be
published by the CSO on 21 September. This series is used so as to
achieve consistency with the industrial analysis for which the
indices of output for the production industries are used. The
indices for employment are based on the employed Tlabour force in
the United Kingdom as defined in para B4 above, after combining
mid-month estimates to reflect average levels of employment in the
month or quarter as a whole.

INDUSTRIAL STOPPAGES (Table 14)

Hl1. Statistics of stoppages of work due to industrial disputes in
the United Kingdom relate only to disputes connected with terms
and conditions of employment. Stoppage involving fewer than 10
workers or lasting less than one day are excluded except where
the aggregate of working days Tlost exceeded 100. However, there
are difficulties recording stoppages near the margin of this
threshold and consequently greater emphasis should be placed on
the figure for working days 1lost rather than on the number of
stoppages. The monthly figures are provisional and subject to
revision, normally upwards, to take account of additional or
revised information received after going to press.
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Unemployment
-regions and sex
UNEMPLOYMENT - regions and sex: Nov 1987
SEASONALLY ADJUSTED EXCLUDING SCHOOL LEAVERS

NUMBER (Thousands) UNEMPLOYMENT RATE (Per Cent)*
At Change in month At Change in month Change in
Nov 1987 since Oct 1987 Nov 1987since Oct 1987 year since

Nov 1986

REGIONS (1)
South East 603.8 -19.5 6.6 -0.2 -1.6

(Greater Lond (330.8) -7.5 Ll -0.2 -1.5
East Anglia 62.7 -3.0 6:5 -0.3 -1.8
South West 158.7 -4.2 7.8 -0.2 -1.9
West Midlands 27155 -6.6 10.5 -0.3 -2.3
East Midlands 165.0 -3.9 857 -0.2 -1.6
Yorks & Humber 255.9 -5.2 10.9 -0.2 -1.8
North West 363.8 -8.0 1251 -0.3 -2.0
North 193.5 -3.9 13.4 -0.3 -1.9
Wales 142.4 -2.8 11.8 -0.2 =21
Scotland 3111 -4.2 12.6 -0.2 -1.4
GREAT BRITAIN 2528.1 -61.6 9.3 -0.2 -1.8
Northern I. 1207 -1.9 17.6 -0.3 -1.0
UNITED KINGDOM 2648.8 -63.5 9.5 -0.2 -1.8
MALES AND FEMALES
UK Males 1854.3 -44.3 11.3 -0.3 -1.9
UK Females 794 .5 -19.2 g 740 -0.2 -1.6

* Percentage of whole working population (new basis, taking account of self-employed
and armed forces)

- I7
PERSONAL AND CONFIDENTIAL UNTIL 11.30 ON PRESS RELEASE DAYADec 1987



UNITED KINGDOM, claimants OCTOBER 1987 C3a
.Jnemp] oyment by Duration THOUSANDS
Change since
Number at OCTOBER 1986
Duration OCTOBER 1987 (a)
A1l duration 2751 -486
Over 1 year 1172 -169
Over 2 years 756 -88
Over 3 years 538 -44
Over 4 years 391 -6
Over 5 years 276 +27 (+20)
Up to 1 year 1579 -317
1 to 2 years 416 -80
2 to 3 years 218 -44
3 to 4 years 147 -38
4 to 5 years 115 -33 (-26)
Over 5 years 276 +27 (+20)

civil service dispute

(a) Estimates in brackets allow for the
of the starting date of

in 1981 which delayed the recording
unemployment for many claimants.

Unemployment by Age

Change since
OCTOBER 1986

Number at
OCTOBER 1987

Under 18 135 -52
18-19 240 -62
20-24 544 -113
25-54 1496 -220
55 and over 337 -39
A1l ages 2751 -486



C3b

U.K. UNEMPLOYMENT BY DURATION
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%¥To nearest thousand ‘ | .

Department of Employment Scheme Participants GB with and without the employed labour force (to nearest thousand)

.------—----—__---..__-—___-...-.._..-—_--------——__---.._---—-p-----------—-—_---—--..---___-_....-_-—----—_--..-___--------_-_-——-----_--—-_-

Scheme Participants in the GB employed Labour Force Scheme Participants outside employed labour force
EAS Cp CI - NWS#* YOP+ - YTS++ YTS++ JTS JRS
March 83 2 39 8 103 234 0 0 79
June 83 2 64 8 .93 154 2 19 81
Sept. 83 8 97 8 103 69 17 156 85
Dec 83 20 115 8 105 22 26 231 88
Mar 84 27 113 8 98 22 25 2217 95
June 84 37 120 8 70 4 24 52220 91
Sept 84 39 123 8 63 29 258 86
Dec 84 39 130 8 51 28 251 78
Mar 85 4 133 8 52 25 2217 70
June 85 48 138 8 43 24 212 61
Sept 85 4g 151 8 50 30 266 54
Dec 85 52 174 8 57 28 250 48
Mar 86 55 200 8 51 24 219 43
June 86 60 221 8 31 27 243 37
Sept 86 66 235 8 28 33 ; 300 32
Dec 86 T4 248 8 33 32 291 1 27
March 87 81 244 8 34 30 269 2 24
Apr 87 85 238 8 32 30 272 3 23
May 87 87 235 8 29 29 263 8 22
June 87 90 232 8 24 35 316 13 22
July 87 93 231 8 18 38 340 17 21
Aug 7 L} 229 8 18 4o 356 20 21
Sep 87 96 229 8 18 43 385 22 21
Oct 87 97 224 8 19 41 369 25 20

Figures prior to June 1986 relate to similar Young Workers Scheme
+ Excludes trainers
- ++ Excludes trainers, figures for latest months subject to revisions:
participants in employed labour force have contracts of employment .

PERSONAL AND CONFIDENTIAL
UNTIL 11.30 a.m. ON 17 DECEMBER 1987
AND THEREAFTER €CNFIDENTIAL
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PERSONAL AND CONFIDENTIAL UNTIL 11.30 AM ON 17 DECEMBER 1687 C5a

. International Compariscns of Unemployment Levels

Although unemployment in the UK has been falling more rapidly than irn other
countries, the unemployment rate remains relatively high. The following table
gives the latest figures on national definitions, which are not strictly
comparable owing to national differences in coverage and concepts of
unemployment, together with the available OECD standardised rates which are

recommended for comparing levels of unemployment.

RECOMMENDED
OECD STANDARDISED RATES UNEMPLOYMENT, NATIONAL DEFINITIONS

Seasonally adjusted Seasonally adjusted Unad justed -

Latest % Number % Number % Latest

month rate (000s) rates (000s) rate month
Spain May 2051 2,524 20.9% 2,879 20.6 Sep
Ireland e o 245 19.1 241 18.8 Nov
France Sep 10.6 2,572 10.42 2,697 10.98 Oct
Belgium Sep 103 428¢€ 15.6¢ 423 e Oct
United Kingdom| Sep 9.5 2,649 9.5 2,686 S.7 Nov
Italy? 1985 (10.5%) 2,945 12.4 287 Y250 July
Netherlands Sep 9.2 682 14.0 680 13.9 Sep
Canada?d Sep 8<5 TR 8.4 1,00C yic Oct
Australia@ Sep ToT 635 8.2 585 et Cect
Germany Aug 1.+0 2,243 7.9 2ias 746 Nov
Denmark i < 216 7.9 202 7.4 Sep
Portugal s s 290 67 283 6.6 Sep
United States?@ Sep 5.8 74116 5.9 6,802 5.6 Nov
Greece 4 i < A 184 4.6 Lug
Austria 1985 3.6 166¢€ 5.6 147 L.g Oct
Japan@ Sep 2.8 1,670 2.7 1,660 2l Oct
Norway Aug 1.9 32 240 30 Dl Sep
Swedend@ Sep 1.6 77 1.8 76 QiatT. Oct
Luxembourg s o . s 5 il Sep
Switzerland 1685 0.9 s o 20 0.7 Aug
OECDP 1985 7.8¢

e estimated
a Survey Sources

b Includes all countries with Standardised rates
+ This rate to be revised shortly, probably downwards using new information from EC

Labour Force Survey.
*¥ August figures
Sources:- CECD "Main Economic Indicators" supplemented by Labour Attache reports etc

PERSONAL AND CONFIDENTIAL UNTIL 11.30 AM ON 17 DECEMBER 1967



The following table shows the changes in unemployment,

percentage increases and,

PERSONAL AND CONFIDENTIAL UNTIL 11.30 AM ON 17 DECEMBER 1987

both in terms of

more significantly,

The latter are recommended for comparison.

Spain

Italy
Ireland
Luxembourg
Germany
Austria
Denmark
France
Greece
Switzerland
Japan
Norway
Australia
Netherlands
Sweden
Belgium
USA

Canada

United Kingdom

changes in percentage rates.

UNEMPLOYMENT, LATEST MONTH COMPARED WITH A YEAR EARLIER

Unad justed unemployment, national definitions

Portugal

NC = No Change

e = estimated

RECOMMENDEQ
Change in | Change % Change Latest
% rate (000s) in total month
+ 0.9 + 1€9 + 6 Sep
0T + 171 + Sep
+ 0.4 + 4 + 2 Nov
+ 0.3 + 1 + 24 Sep
+ 0.2 + 65 + 3 Nov
+ 0.1 + 6 + y Oct
+0.1 + 5 - 3 Sep
+ 0.1 + 29 + 1 Oct
NC S s il Aug
NC NC - 1 Aug
NC - 10 - 1 Oct
- 0.1 - 4 - 13 Sep
- 0.2 - 5 - 1 Oct
- 0.2 - 12 - 2 Nov
- 0.3 - 13 - 15 Oct
- 0.6 -16 - 4 Cct
- 1.0 - 1070 - 14 Nov
=1 - 116 2210 Oct
- 1.7 =531 - 17 Nov
- 1.8 - 78 - 22 Sep

Sources:- OECD "Main Economic Indicators" supplemented by Labour Attache reports etc

PERSONAL AND CONFIDENTIAL UNTIL 11.30 AM ON 17 DECEMBER 1967



PERSONAL AND CONFIDENTIAL UNTIL 11.30 AM ON 17 DECEMBER 1987
CSc
When assessing the change in unemployment in more recent periods than over the past
year, seasonally adjusted figures need to be used. The following table compares
seascnally adjusted figures for the latest three months with the previous three

months. An additional table C4d shows monthly figures for selected countries.

UNEMPLOYMENT, LATEST 3 MONTHS COMPARED WITH PREVIOUS 3 MONTHS

Seasonally adjusted, national definitions

RECOMMENDED
Change .
Change in Number Percentage Latest
percentage rate (000s) Changes month
Italy + 0.7 + 146 L Sep
Spain + 0.1 + 20 + 1 Aug
Germany NC + 2 NC Nov
Netherlands NC - 1 NC Nov
Austria NC - 3 - 2 Oct
Denmark - 0.1 - 2 - 1 Sep
United States - 0.1 - 109 - & Nov
Norway - 0.1 - 1 - y Sep
Australia - 0.2 - 12 - 2 Oct
France - 0.2 - 42 -2 Oct
Belgium - 0.3 - 10 - % Oct
Japan - 0.3 - 170 - 9 Oct
Sweden - 0.3 - 8 - 10 Oct
Ireland - 0.4 = N5 - 2 Nov
Canada - 0.4 - 54 S o Oct
United Kingdom - 0.6 - 165 - 6 Nov
Portugal - 0.8 - 34 - 1N Sep

Note Seasonally adjusted figures not available for Greece, Luxembourg and Switzerland.

NC
e

No Change
estimated

" un

Sources:- OECD "Main Economic Indicators" supplemented by Labour Attache reports etc

PERSONAL AND CONFIDENTIAL UNTIL 11.30 AM ON 17 DECEMEER 1687



Month

Aug
Sep
Oct
Nov
Dec
Jan
Feb
Mar
Apr
May
June
July
Aug
Sep
Oct
Nov
Dec
Jan
Feb
Mar
Apr
May
June
July
Aug
Sep
Oct

Nov

1985

1986

1987

PERSONAL AND CONFIDENTIAL UNTIL 11.30 AM ON 17 DECEMBER 1987

Seasonally Adjusted levels and rates of registered unemployment

PERSONAL AND CONFIDENTIAL UNTIL 11.30 AM ON 17 DECEMBER 1687

UK France Germany Italy Spain
Level Rate Level Rate Level Rate Level Rate Level Rate
3119 ! 2420 10.4 2301 853 2977 15.0 2649 16.5
3121 e 2467 10.6 2298 8.2 298¢ 13,0 2649 - 19.5
3124 1123 2452 10.5 2297 8.2 3031 1812 2650 19.4
3123 etiee3 2448 1825 2807 8.2 3040 i8e3 2692 19.7
3143 11.4 2441 1945 2299 8.2 3061 13.4 2688 19.7
3156 11.4 2442 16:¢5 2282 8.2 3082 13.4 270¢€ 19.8
3164 11.4 2446 10.5 2289 8.2 3127 1356 2716 19.8
3207 11.5 2468 10.6 2269 8.1 3121 1850 2730 16.9
3197 il 1ish 2430 10.7 2241 8.0 3158 18T 2736 15.9
3201 1155 25077 10.8 2243 8.0 3189 13.9 2750 15.9
3213 115 2523 10.8 2222 1.9 3207 14.0 2729 16.9
3212 11.6 2541 10.9 2208 7.9 3204 13.9 2743 15.9
3209- 11.6 25517 11.0 2201 7.8 3212 14.0 2745 19.9
3183 h1is6 2550 10.9 2191 7.8 3233 14.0 2702 .+ w20
3160 35 2544 10.9 2180 7.8 3243 14.0 2802 20.1
3143 11.4 2549 10.9 216h 7.7 3192 1358 2834 20.4
3119 1953 2574 11.0 2177 7.8 3268 14.0 2861 20.6
3114 T2 2613 1152 2194 - 7.8 3238 13.9 2869 2005

3066 11.0 2655 11.4 2090 %5:7.8 3286 141 2889 20.6
3040 1.0 2676 115 2228779 3263 14.0 2897  20.7
3018 10.9 2€59 1.4 deel sy 3136 13.4 2900 20.7
2952 10.6 2661 11.4 2219 7.9 3233 138 2912 20.8
2925 1055 2645 1123 2240 7.9 3239 13.9 2920 20.9
2876 10.4 2638 113 2251 8.0 3297 4.1 2926  20.9
2829 102 2649 hgere 2247 8.0 3373 14.4 292k 20.9
21T 10.0 2597 Tiliesl 2252 8.0 3376 14.5
2712 9.8 2572 11.0 2249 8.0
2645 9.5 2243 7.9

CSd
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Unemployment
COVERING CONFIDENTIAL - comparisons
with 1930s

UNEMPLOYMENT - comparison with the 1930s

1 The peak recorded pre-war was in January 1633, at 2,979,000 inclucing
temporary stopped.

2. It is not possible to make a fully valid and meaningful comparison with
pre-war unemployment, for the following reasons.

(1) the 1labour forece is about one-third larger and ditftferent in
character. A much larger proportion of women work. We do not have
a continuous series of figures on employment against which to
measure the unemployed.

(2) Because of changes in entitlement to benefit, we cannot be sure to
what extent unemployed people are now more or less likely to claim
and to be included in the count.

(3) There have been many administrative changes and changes in the
methods used to count the unemployed.

(4) Changes in Government employment measures including legislation on
employees' rights will also have affected the figures. There may
also have been significant changes in practice by employers, for
example on temporary lay-offs, since the numbers recorded as
'temporarily stopped' were much higher before the war.

3. In any comparison with the 1930s it is also relevant that greater
protection is now given to the unemployed through social security provisions,
redundancy pay, and generally improved social conditions. Moreover, it is now
more common for there to be more than one breadwinner in the family.

COVERING CONFIDENTIAL
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Unemployment - Coverage

of the count

UNEMPLOYMENT — COVERAGE OF THE COUNT:

COMPARISON WITH ESTIMATES FROM THE LABOUR FORCE SURVEY

1. Unemployment can be taken by different people to mean different things
depending on the context in which the figures are used, and can be measured

in different ways.

2. As in most other Western European countries, we use an administrative
system to provide monthly unemployment figures, although we also use household
surveys to provide less frequent information on a different basis. We use the
count of claimants* at unemployment benefit offices because the figures are
available frequently, quickly and cheaply, in particular providing detailed

local figures which would be very costly to obtain from alternative sources.

3. The count necessarily reflects the administrative system on which it is
based and cannot be ideal for every purpose eg. to measure labour slack or

social hardship.

4. Instead of using the claimant count, alternative measures of unemployment

can be obtained from household sample surveys such as the annual Labour

Force Survey (LFS). The criteria for defining unemployment in surveys can

of course be varied and there is no universally accepted definition of "true"

unemployment; but according to the LFS in GB in spring 1986 there were 2.97

million unemployed according to internationally accepted_definitions (ILO/OECD)
his cempates w.

(ie available and seeking work in the previous 4 weeks)/3.17 million included

in the claimant count over the survey period. The difference of 200,000

between these figures is the net result of the difference between two partly

offsetting groups. 1,070,000 claimants were either employed or not unemployed

on the ILO/OECD measurq,while, on the other hand, some 870,000 pcople were

without jobs and unemployed on the ILO/OECD definition but not claiming

benefits. The attached chart illustrates the comparison.

* those claiming unemployment benefits, supplementary benefits or national

insurance credits as an unemployed pecrson.



pak

An alternative longer established measure of unemployment from the LFS has
conventionally been used for the purposes of national estimates of the
labour force, but is not so closely in line with international definitions.
It essentially consists of those seeking work during the week of the survey.
In Spring 1986 there were 2.82 million unemployed on this labour force

definition, again significantly less than the claimant count.

Changes between 1981 and 1986

Between 1981 and 1986 the trend in unemployment, as measured through the

LFS, has been very different from the trend in the claimant count.

The precise position in 1981 on a comparable basis is uncertain. At that time
the unemployment count (then based on registration) was broadly in line with
the labour force estimate. But allowing as far as possible for all the
changes in coverage since then, it appears that the claimant count on today's
basis would have been rather lower in 1981 than unemployment on the usual

labour force definition, a position which was reversed by 1985.

Our best estimate is that between 1981 and 1986 the claimant count (consistent
with the current coverage) has risen by over 900,000 while the survey figures
indicated an increase of around a third of a million. The divergence of some

600,000 has occurred both among men and women.

Very significantly, between 1983, when employment started to grow, and 1986,
there was little change in the survey based level of unemployment whereas

the claimant count rose by a further % million. Detailed analysis of the
figures suggests that part of the recent divergence between the claimant

count and the survey estimates reflects some increasing propensity to claim
benefits, rather than a tendency for claimants to give up seeking work because

they believed no jobs were available.



GB spring 1986

CLAIMANT COUNT

3,170,000
Claimants employed Without paid job
210,000 2,960,000
Would not like work*® Would like work
400,000 2,560,000
Not available to start Available to start
¢——ed  Work within two weeks” within two weeks
140,000 2,420,000

Y

-

Y

Not seeking work in
previous four weeks

330,000

Seeking work in
previous four weeks
2,090,000

!

Y

Y

Other reasons for not
seeking work*
320,000

Waiting to start new
job already obtained

10,000

Claimants inactive on
ILO/OECD definition*
860,000

Claimants unemployed
on ILO/OECD definition

2,100,000

Claimants not unemployed .
on ILO/OECD definition
1,070,000

The monthly claimant count compared with the ILO/OECD measure of unemployment:

Non-claimants
unemployed on
ILO/OECD definition

(Available for work, and
either seeking work in
the past four weeks or

waiting to start a job
already obtained)

870,000

TOTAL UNEMPLOYED
ON ILO/OECD DEFINITION
2,970,000
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Unemployment - changes in
coverage

UNEMPLOYMENT - CHANGES IN THE COVERAGE OF THE UNEMPLOYMENT COUNT

Since 1979, there have been b changes which have had a discernible effect on
the monthly unemployment count.

(1) Change in basis of count from registration to claimants (Approx -
190,000)

This was the most important change which occurred in October 1482, when
registration at jobcentres became voluntary, saving administrative costs and
eliminating the need for unemployed people to attend both a Jjobcentre and an
unemployment benefit office in order to get their benefits. The previous
count of registrants at jobcentres became incomplete and it was necessary to
move to counting claimants at Unemployment benefit Offices. This removed
approximately 190,000* from the count as a result of three factors:

(i) Computerisation of count and improved accuracy, removing olid
(ceased) claims more quickly (estimated effect - 76,000)

(ii) exclusion of registrants not claiming benefits (- 135,000)
(iii) inclusion of severely disabled (+ 23,000)

(2) Effect of 1983 Budget measures (- 162,000)

The second largest change arose from the 1953 budget provisions which enabled
162 thousand men, mainly aged b0 and over, to receive National Insurance
credits or the higher long term rate of supplementary benefit without
attending an Unemployment BEenefit Office. The effect accumulated between
April and August 19&3.

(3) Later compilation of unemployment statistics as from March 1966 (-50,000
average per month). 5

The change made in March 1986 was to take better account of claimants who did
not inform benefit offices that they were no longer unemployed on the 'count
date'. From October 1952, there was a waiting period of one week between the
count date and the compilation of the figures to allow for these
notifications. However, the change in July 1985 to the payment of benefit
wholly in arrears revealed that the extent of overcounting (at over 6G,000 per
month) was larger than previously thought and unacceptably high. Ltilds
estimated that delaying the compilation of statistics to 3 weeks after the
count date reduces overcounting by an average of about 50 thousand a month.

* A figure of 246,000 is often quoted, but this relates to.October 1682 which
was exceptional when the old system was running down. Assessment for the
year up to October 1962 showed an average aiftference of 190,.000.



(L) Higher long-term rate of supplementary benefit (- 37,000)

@ here was a previous similar change to (2) above in November 1¢€1 when the higher
cng-term rate of supplementary benefit was introducec for men over €C who had
been on supplementary benefit for over one year. Cver a twelve month period, this
reroved an estimated 37 thousand men both frcm the claimant series anc from the
count of registrations at jobcentres usec at the time.

(5) - Fortnightly attendance and payment (+ 20,000)

In October 167¢, fortnightly attencance at Unemployment Benefit Cifices was
iptroduced and the estimatec effect was to add about 20 thousand both ito i‘the
claimant figures and to the count of registrations in use at the time.

(6) Discontinuity in Northern Ireland series (-5,000)

In July 1985, a reconciliation between DHSS records and the Department of Economic
Development's computer records of claimants showed discrepancies. The corrective
action resulted in the unadjusted figures for July and August. 1685 being 5,7C0
and 5,150 lower respectively than would otherwise have teen the case.

The above six changes are the only ones to have significantly affected the
seasonally adjuste¢ unemployment figures, and each has been taken into account in
the current series. Other minor effects are as follows.

Introcuction of taxation of benefits in July 1682

which had no measurable effect on the unemployment figures.

Introduction of payment of unemployment benefit wholly in arrears from 15 July
1685 :

There may possibly have been some effect on the unemployment count from August
1985 onwards, but it appears to have been negligible.

Change in school leaving regulations, November 1580

Young people leaving school are now assumed to be in full-time education until the
beginnig of the following school term and npot entitled to benefit. This affected
the total claimant series (introduced later) .and to a relatively minor extent, the
registrant series in use at the time, but not the seasonally adjusted series which
excludes school leavers. From 1982 a separate count of non-claimant school
leavers registered at Careers Offices has been conducted in June, July and August.

Some commentators add some of the above effects back to the current unemployment
count in an attempt to estimate what the unemployment figures would be now on a
former basis, sometimes as part of their justification.for claiming higher "true"
totals of unemployment.

This approach usually involves the crude assumption that the effect of any change
in definition remains constant over time.

The Department has used a different approach to provide a consistent series. This
seasonally adjested series of adult unemployment, which is produced to help assess
the underlying trend, has been revised back to 1971 to be in line with the current
coverage of the claimant count¥*. We have not adjusted the basic. counts taken in
the past, and the new series cannot be reasonably regarded as rewriting history,
but helping to explain it :

¥ The new series was introduced in an article 'Unemployment adjusted for
discontinuities and seasonality' in the July issue of Employment Gazette. This
series has been further revised to take account of the changes in the compilation

of the figures from March 1G86.
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Changes to unemployment figures

So called '19 changes' misleading and exaggerated. Only six changes since
1979 have so far had discernible effect (details published in Employment Gazette).

Three were minor. Only two were changes in method of compilation.

Four changes inevitably resulted from changes in procedures for paying benefits,

while two were to correct inaccuracies. But the seasonally adjusted series

is consistent and allows for these changes.

Claims of higher 'true' totals exaggerated for example by including people

in jobs helped by Government programmes. They ignore evidence from Labour

F?rce Survey which showed a lower total than claimant count in 1986 (2.98 million
seeking work in GB on internationally comparable definition (ILO/OECD), compared

with 3.17 million claimants.)

Other recent administrative changes from October 1986 (abolition of half and

three quarters rates of unemployment benefit, and extension of disqualification
period) could only have a very small effect. Most of those losing unemployment
benefit will continue to sign on and be counted, because they will still be
entitled to some supplementary benefit or (in the case of those losing the

reduced rates of UB) national insurance credits.

Restart and availability tests: Rules for payment of benefits remain unchanged

and neither initiative alters the way the figures are compiled.



D3d.

CONFIDENTIAL

Other changes affecting the figures

New maternity allowance rules (from 6 April)

There is no change in the way figures are compiled, and any effect on the
unemployment count will be negligible and could only arise among a few

expectant mothers who would not normally be regarded as available for work.

(There could be a slight net downward effect, but it would tend to oe reduced
by the new availability test. There could be some downward effect because
some women who would previously have chosen to claim Unemployment penefit
rather than Maternity Allowance no longer have a cnoice and are only allowed
to claim Maternity Allowance (if they are entitlea to it). There could be
some slight offsetting upward effect through extra UB claims among tnose not

entitled to Maternity Allowance under the new rules.

Identification of people aged over 60 signing on when they need not be

There was some extra downward effect on the April and May counts of up to
around 5,000 altogether through extra effprts to identify men over 60 who need
not sign on for national insurance credits only or for supplementary benefit
(which they should get at a higher long te}m rate more promptly.) There is
nothing new about this seasonal effect, but it was stronger than in earlier

years.

Civil Service strikes

There was some small upward effect on the unemployment count in April and
again in June, as a result of the strikes, with outflows understated by tne

order of 5,000 in both those months.

CONFIDENTIAL
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Reversal of Social Security Commissioners' decision re Easter school

leavers (effect from May fé @uqast)

In 1985 and 1986 there was some temporary additional upward effect on the
school leaver count of up to around 15,000 in summer months (May to
August), through some school leavers signing on who were not previously
eligible for benefit until September. This followed the 1985 ruling by
Social Security Commissioners on the eligibility for supplementary benefit
of certain Easter school leavers who were returning to school only to take

exams. The regulations have now been changed to restore the principle that

~ young people cannot be treated as entitled to benefit until théir education

is completed. The seasonal influences on the school leaver count this year
(from May) will therefore more closely correspond to the former pattern

prior to 1985.
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6 SIGNIFICANT CHANGES IN UNEMPLOYMENT COUNT SINCE 1979

Reason
Changes_in_Compilation
October 1982 = Switch ffan registrations - 190,000 To avoid
to claimants incomplete
figures
following
voluntary

registration

March 1986 - Later count - 50,000 To reduce
7 over-recording

July 1985 - Correction of discrepancy - 5,000 Correction
for Northern Ireland

Administrative Changes
October 1979 - Fortnightly attendance + 20,000 3
Elminate
from Noyember 1981 - Higher Long term unnecessary
rate for men over 60 - 37,000 Jprocedures
= 3 and make Life
° from April 1983 - Further relaxed require- = 162,000 easier for J
. ment for men over 60 to . delaimants

attend benefit offices &nd
elegibility for higher long
g term rate

e D L B s SR kR

e 3 o
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Unemployment - coverage:
summary of possible
additions and exclusions

UNEMPLOYMENT - POSSIBLE ADDITIONS AND EXCLUSIONS

Following is a summary of the main additions or exclusions from the figures

that are sometimes suggested.

POSSIBLE ADDITIONS

1% Add back previous changes in coverage of the unemployment count (see

previous section 7). [Broadly 400,000]

Comment: The unemployment count inevitably reflects the
administrative system on which it is based (as did the
old registrant system) and this cannot remain fixed
forever for the purposes of statistical continuity.
Past changes in coverage of the count have been openly
displayec¢ in the published sources. If it is required
to make valid comparisons with the past, a consistent
series of unemployment figures is published showing how
previous figures would have loocked on the current basis,
back to 1971.

2, People assisted by employment measures. [395,000
people assisted, end of Octcber 1987]

Comment : This group has never been included in the unemployment
figures because they are being helped in jobs or
training.

3% Non-claimant unemployed (particularly women). [670,000 in 198€]

Comment: If it were reasonable to add this group to the
unemployment count, then it would also be reasonable to subtract a
greater number of claimants (1,070,000) who either had jobs or were
not actively seeking work as shown by the 1986 Labour Force Survey.

4, Students on vacation. [Up to about 200,000 in the summer ]

Comment : Those students who intend to return to full-time
education after their holidays are not included in the main
unemployment totals, but separate figures are always published.
Students are generally only unemployed for short periods and seeking
temporary jobs.

s Temporarily stopped. [Variable, around 10,000]

Comment: These people have jobs to go back to although they are
out of work on the day of the unemployment count, so they are
countea separately.
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6. Non-claimant school leavers (not entitled to benefits until the
beginning of following school term). [100,000 to 130,000 in June, July and
August ]

These are excluded temporarily from the main unemployment totals while they
are regarded as still being in full-time education. However, separate counts
are taken of those registered at careers cffices in June, July and August each
year when the numbers are significant.

POSSIELE EXCLUSIONS

T. Frictionally unemployed: people "between jobs"

(Without whom the 1labour market would not operate.) [No direct estimate
available, but as a rough proxy, some 200,000 are unemployed for 4 weeks or
less.]

8% Claimants not classed as unemployed in surveys

[1,070,000 claiming benefits, of which 210,000 employed and 660,000 without
jobs but not seeking work, using 1986 Labour Force Survey.]

210,000 employed claimants may incldde some frauculent claimants, although
this figure will include scme people legitimately claiming benefits eg. with
low paid part-time jobs.

860,000 inactive claimants were not seeking work, often because of age, health
or because they believed no jobs were available, although some, especially
those with families, may be disinclined to take low paid jobs rather than
benefits.

9. Overlapping with above) "Unemployables" or people hard to place

Little objective evidence, although Jjudgements might be based on numbers
unemployed for exceptionally long periods eg 276,000 unemployed continuously
for more than 5 years (October 1987).
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Labour market
- Jjob changes
and flows

LABOUR MARKET - job changes and flows

Te TOTAL JOB CHANGES are running very broadly at some 7 to & million a year, or
1 million per month, or about 30,000 per working day. These include movements of
people with jobs as well as the unemployed taking up jobs.

2. VACANCY FLOWS run at lower levels than the above, eg the inflow in the yecar
to November averageda 225,000 a month (UK seasonally adjusted), primarily because
only about a third of all vacancies are notified tc Jobcentres. Placings by
jobcentres, in the year toc November averaged about 159,000 a month (UK seasonally
adjusted), are estimated to be broadly a quarter of all engagements or job changes
in the economy.

o OUTFLOW from unemployment averaged about 420 thousand per month (406
thousand excluding school leavers) in the year to November 1987. This represents
an annual outflow of 5 million. Many took up jobs, though some would be leaving
unemployment for other reasons eg retirement, training, or otherwise leaving the
labour force, or exhaustion of entitlement to benefit.

4 quarter of those becoming unemployed flow off the register within a month of
joining it, a half leave within 3 months, two-thirds within 6 months, and five-
sixths leave within a year. The remaining sixth (around 65,000 per month) flow
into long term uremployment. The attached chart illustrates these chances of
remaining in the count or leaving it within certain cdurations of unemployment.
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Unemployment T
. - demographic and
labour force
background
UNEMFLOYMENT - demographic and labour force (1) background
Great Britain : thousand
Reaching Reaching Net Fopulation of Labour force
school retirement migration working age
leaving age and and -
age deaths  adjustment Change Change
Number over year Number over year
ESTIMATES
1973 TS, = & 31,686 5= 24,895 =
1272 760 JfEi e 31,698 g 24,95% +58
1975 778 750 +5 Ep o TS S RIS 172
1774 801 751 -45 1,740 +5 28 g2b +144
1925 818 740 =05 315785 +45 25,305 +36
77 B840 707 +2 15920 LA Adaist FO +396
1977 871 6873 %2 B2, 110 +190 25,701 +200
871 65D =l : +224 25,7479 +43
Q06 662 =4 RS70 +238 Arsisnah: £

930 773 Wt 3 798 +158 26,1

- +177
936 729 30 32,905 +177 26,242 +43
912 697 =57 43X 051 +146 26,045 -1964
902 650 -3 33,300 +249 25,907
873 677 +67 . 33,563 +2563 246,428
2468 750 +60 33,741 +178 24,637
(2)

240 715 +25 33,891 +150 26,741 +102
850 693 +19 34,067 +176 246,936 +194
797 6467 -15 34,182 +115 27,082 +147
748 665 AT 385950 +70 27,180 +98
697 b64 -17 34,268 +16 27,219 +38
673 659 -14 34,268 0 37,233 +15

Between mid-1985 and mid-1986 the population of working age iz projected to
have increased by 150,000 , while the labour force is projected to have
increased by arcund 100,000 as male activity rates fell. This labour force
growth 1is much less than in the previous two years, when the population ot
working age rose rather more, male activity rates changed little overall and
female activity rates rose much more sharply. Using a working assumption of a
broadly stable level of unemployment after 1986, a further rise of some half a
million is expected between 1986 and 1971. Most of this grewth is projected to
occur before 1989, and over half of it in the female labour force.

Motes

(1) The civilian labour #orce includes those in employment {(employees,
amployers and self-employed, but excluding members of the Armed Forces! and
all those identified by censuses and surveys as seeking work whether or not
they claim benefits.

(2) The proiected changes beyond 1783 incorporate the latest (1985-based)
population projections and nrojections of activity rates using preliminary
information from the 1986 Labour Force Survey.

T A A T . T T £ 1 .. S O e g g T e e
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Vhen provisional results from the 1981 Census of Employment  became
available they showed that the application to the previous census figure
(1978) of changes estimated from sample survey data was producing
substantial under-estimates. The methodology was reviewed and a
supplementary set o0f estimates, which included an wunderccunting
allowance was introduced in June 1983,

2) Usa of 1981 and 1983 Labour Force Surveys (LES) - July 1984

Data from the 1983 LFS confirmed that the supplementary figures provided
more accurate estimates than the basic series. The estimates for
employees in employment were revised, using LFS data for 1981 and 1983
to assess the current extent of underestimation from the sample survey
of employers. Estimates could now be produced incorporating the
adjustment for underestimation in industrial and regional detail, and so
the estimates not incorporating the adjustment and the term
"supplementary" were dropped.

\

3) Use of 9 -

Data from the 1984 LFS was used tc improve the assessment of
underestimation from the sample survey of employees.

4) Use of the 1080 LFS - April 1086

—

Revised data from the 1984 LFS and new results from the 1985 LFS were
used to revise the allowance for underestimation.

5) +r 5 3 f B = 3

_.The 1984 census results provided a new “benchmark® from which. estimates

for later dates are calculated, using the Pproportionate changes in
employment derived from the sample surveys, adjusted using LFS data as
previously. The series was also slightly adjusted to take account of
revised data from the 1985 LFS and a small revision to the propertion of
YTS participants with contracts of employment.

The estimates for dates between the censuses were also revised.
Differences at the detailed industry and regional level between the
previcus estimates for September 1984 and the census estimates were
interpolated back to the earlier census date. The census figures used
for 1981, and the estimates for later dates based on them were first
adjusted to improve the consistency of the industry coding in the two
censuses. The estimates prior to September 1981 were also revised to
improve the consistency of industry coding.

Some minor technical changes were also made to the method used to derive
seasonally adjusted estimates.

T IR 2%
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6) Use of the 1085 and preliminary 1086 LFS results- arch 1087

Data from the 1985 LFS and preliminary results from the 1986 LFS were
used to improve the assessment of underestimation from the sample survey

of employees. The quality of the estimates was improved by using -

national LFS data separately for full time and part time female
employees, rather than a single overall adjustment for all females.

Self Employment
1) _New method of estimating Self Employment - January 1982

The LFS data was used in place of the discontinued information from the
National Insurance Card count. New estimates were produced for the
period 1975 to 1979.

2) _Introduction of an assumption of continued growth - June 1983

The conventional assumption that the level of self employment had
remained constant since the date of the latest LFS data was reviewed.
As there were reasons for expecting some continuaton of the upward trend
in self employment a supplementary series, was introduced; this assumed
that growth at the rate observed between the last two surveys had
continued subsequently.

3) Use of the 1081 and 1083 LFS results - July 1084

The self employment figures were updated to take account of the changes
between the LFS in 1981 and 1983.

4) Change in the rate of growth assumption - March 1989

Vhen the estimates for the self employed were updated for the 1984 LFS
the figures for self employment showed exceptional growth between 1983
and 1984. It was considered inappropriate to make the assumption that
this rate had continued. The estimates of self employment for dates
after June 1984 incorporated the assumption that the average rate of
increase between 1981 and 1984 had continued.

5) Use of the 1080 LFS - April 1086

The estimates were up-dated to take account of new results from the 1985
LFS and revised data from the 1984 LFS.

6) Use of the 1086 LFS - March 1087
The estimates were up-dated to take account of new results from the 1986

LFS; figures for dates after June 1986 are based on the assumption that
the average rate of increase between 1981 and 1986 has continued.

bl bl AT
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14 111/486 (4)
EMPLOYMENT: DOUBLE JOBBING AND SPECIAL EMPLOYMENT MEASURES

The treatment of double jobbing in the employees in employment estimates

The estimates for employees in employment include some double counting of
persons because some employees with two jobs are included twice. This cannot
be avoided with figures collected from employers' reports cf the number of
people they employ. Since employers will generally not know if an employee is
in fact filling a post as his second job, it would not be practical to exclude

second jobs from these estimates

Evidence on the number of people with two jobs can be derived from household
surveys - principally the Labour Force and General Housenold Surveys.
However, these cannot provide reliable figures for the number of second jobs
included in the employees in employment series because some work will be
included which would not be covered by the employer based information, such as
babysitting or gardening for a householder. Furthermore a particular survey's
assessment of the number of second jobs will depend on the cesign and context
of the survey. Adjustment of the employees in employment series to exclude

second jobs would therefore be impracticable.

Coverage of Special Employment Measures

Estimates of employees in employment

Te Participants in a number of special measures are emplcyed in precisely
the same way as any other employee and are therefore included in the estimates

of employees in employment. These measures include:

New Workers Scheme

Job Splitting Scheme - where both part-time jobs created by splitting a

full-time job are counted
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14 111/486 (4)

Job Release Scheme - the older worker who has given up his Jjob is not

included in the employees series but the previously unemployed person

who has taken up the job is included

Training for Skills: Programme for Action

Community Programme

2. Of young people on the Youth Training Scheme those who have contracts of

employment - currently estimated to be about 11 per cent of participants - are

included in the employees in employment series.

35 Those on the Voluntary Projects and Training Opportunities Programmes

are not employed and are hence not covered by the employed labour force

series.

Estimates of self-employment

L, Those supported by the Enterprise Allowance Scheme are included in the

Labour Force Survey based estimates of self-employment.
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INTERNATIONAL COMPARISONS OF EMPLOYKERT

1. Latest figures for conomies show that aince March
1933, when enmployment began to rise in the United Kingdom, it has grown at

much faster rate than in Japan, Italy, Germany or France.

Table 1: Civilian employment seasonally adjusted
Change 1283 Q1 to 1987 Q2

Thousands Per cent
Canada + 1349 +hZ 8
Us! +12984 s o Sh
UK T 355 Eoies
Japan LAY e
Germany S AT NG
Italys T Sas LY
France¥ —L00h oo nd

Source: OECD 'Quarterly Labour Force Statistics' (except UKD
Naote : * — 1082 Q4 to 1836 Q4.
§ - OECD estimate for 19283 Q1 to 1987 Q1.

However the rate of employment growth has been higher in the United States
and Canada.

2. Comparisons with other European Community countriss show that between 1983
and 1985 employment in the UK increased by more than in the rest of the EC put
together. Latest figures indicate that this was also frue for the period 1283-
86. Over the longer period 1979 to 1985, there was a fall in UK employment
which was far greater than that in the rest of the Community; the latest
estimates suggest that this was also true for the periad 1979-86.
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Table 2: Total employment, annual average or mid-year figures
Changes 1983 to 1985 and 1979 to 1985

1283 - 19285 1979 - 1985

Thousand Per Cent Thousand Par Cent

United Kingdonm 5832 = SnoNIT = 195G A e
Germany + 218 + 0.0 % 504 - 2.0 %
France CRE, e s S =7 o436 =020 %
Italy + 189 + 085 % HEA52 T
Netherlands +00156 FRASSON L2262 R A
Belgium +5 .30 g e S By e LRSI
Luxemboursg & 3 TS % L 4 + 26 %
Ireland DA SR = %3 =6 G
Denmark 2T 560 % o+ 83 +h 3%
Greece + 48 Pl AR SRR L AT e ANl A
Surcpean Community (10) +1248 PRaNE e =21050 =0

7Y

Source: DECD 'Labour Force Statistics 1965-1985' (except UK)
Note e -nvno. ehanse
S Comparisons of the proportion of working-age population in work show the

JK abave our major European competitors but below the USA, Japan and some

5

ot

maller countries.

0]

Table 3: Total employment as a percentage of the population aged 15-64 : 1985

Per Cent
Sweden 80
Denmark 79
Japan 71
USA 69
Canada 66
UK 66
Germany 60
France 59
Belgium 56
Netherlands 52
OECD Total 64
OECD Europe 58

Source: OECD 'Historical Statistics 1964-1985"'
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11 AVERAGE EARNINGS

1 Table A gives a breakdown of the average earnings index by broad
sectors of industry. The full detail will not be published until the
next issue of Employment Gazette (Table 5.3 of Labour Market Data).

However, it is available on request from the date of the press release.

2 The monthly figures in Table A are not seasonally adjusted.

2 Table B shows the latest information on annual changes in average
earnings in manufacturing industries in the main industrial countries.
The periods covered and the definitions vary, although the comparison
gives a broad idea of how the rate of change in average earnings in

Great Britain is related to that of our principal overseas competitors.
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INDUSTRY BREAKDOWN
INDEX OF AVERAGE EARNINGS (unadjusted)

Db

Percentage increase over

A Index (January 1980 = 100) S e
Classes SIC 1980 Weights 1987 1987
May June July Aug Sept Oct* May June July Aug Sept . | Oct*

Metal processing and manufacture 14 205.8 204.8 234.4 201.4 208.2 236.2 10.7 6.9 14.0 6%l 9.8 13.6
Mineral extraction and

manufacturing 14 196.5 205.4 205.0 201.2 206.2 20337 T 9.9 7.9
Chemical and man-made fibres 20 205.8 208.8 212.9 209.6 205.2 21036 107 .9 7:d
Mechanical engineering 44 193.6 198.6 200.7 198.8 199.4 200.9 . . y e % 8.2
Electrical and electronic

engineering 37 210.9 2178 216.7 214.7 216.6 218.0 8.9 8.9 10.1 9.7 102 9:
Motor vehicle and parts 17 198.3 208.6 201.8 197.4 199.8 202.4 8.8 9.4 9.4 851 9.1 10.5
Other transport and equipment s 191.6 197.0 196.3 195.6 197.9 198.1 A 6.7 7.8 3.6 7.6 6.4
Metal goods and instruments 27 187.1 191.4 192.1 190.9 19347 194.9 6.4 8.6 8.6 8.8 9.2 9.4
Food, drink and tobacco 83 205.8 204.7 205.1 203.2 207.0 |205.9 9.1 6.1 8.0 8.9 8.3 7.8
Textiles 13 193.7 200.5 201.8 197.6 199.0 199.9 7.6 8.9 10.0 9:2 8.9 8.8
Leather, footwear and clothing 17 19241 193.6 195.3 191.4 193.2 194.1 8.0 615 8.0 67 6.0 6.4
Timber and wooden furniture 1At 184.2 188.0 184.8 189.7 190.9 206.5 1152 2.6 7.8 0.3 3.0 19.8
Paper products, printing and

publishing 26 213.4 217.3 21546, | -215.:3 219.8 218.6 7.9 Fie3 7S 9.3 9.1 7.8
Rubber, plastic and other

manufacturing 14 198.0 199.7 20141 196.2 198.1 199.2 9.9 Tt 7.9 8.2 8.0 8.1
Manufacturing industries 304 203.8 208.2 209.8 206.0 | 208.2 2912 8.2 749 9.0 8.0 8.4 8.9
Coal and coke 15 17237 178.0 177.0 178.6 | 177.9 181.8 8.2 11.7 10.1 10.5 5.4
Mineral oil and natural gas it 220.2 214.0 223.1 212.5: | 209.3 210.9 10.3 9.5 14.5 9.4 6Ll .
Electricity, gas and other energy

and water supply 19 203.0 202.8 211.9 226.4 216.1 215.4 6.2 5.9 35 9.3 9.1 8.1
Production industries# 339 202.8 206.9 208.9 | 206.5 | 207.8 210.5 8.0 8.0 8.7 8.2 8.3 8.7
Construction 55 192.9 199.4 200.2 196.0 | 199.4 200.8 7.9 7.6 7.3 9.3 7+6 8%l
Production# and construction

industries 394 201.4 205.8 207.6 205.0 | 206.5 209.1 8.0 LA 8.5 8.3 8.2 8.6
Agriculture and forestry# 39 196.7 | 206.0 | 210.2 | 218.0 | 229.0 4 5.8 6.6 6.5 2.2 5.0 [}
Distribution and repairs 164 187.8 | 189.9 | 189.2 | 189.9 | 192.0 |189.3 7.6 7.0 7.7 7.8 6.6
Hotel and catering 49 182.4 179.8 176.8 181.0 | 180.8 183.8 . 5.7 5.4 3.9 5.9 T
ransport and communication

(except sea transport) 71 190.9 191.2 195.2 189.4 | 189.9 (194.9 ol 8.8 9.1 5.5 6.4 9.2
Banking, finance and insurance a4 22155 235.4 22157 219.0 | 222.8 228.2 9.4 170 67 8.4 1254 12.4
Public administration 90 186.6 188.4 195.7 191.2 [:193,9 195.4 6.4 3.4 8.7 8.0 8.8 5.5
Education and health services 147 2372 206.9 222.1 226,9 | 211.1 214.2 14.9 6.3 28 TnD B 7.4
Other services 22 208.2 206.2 215.1 207.8 | 213.8 213.0 7.0 537 6.6 7.4 %0 4.8
Service industries 587 198.8 198.4 202.6 201.7 199.8 201.6 9.3 &S TF O, 7.6 4% )
Whole economy 1,000 198.1 200.0 203.1 201.6 |201.4 203.4 8.7 737 8.1 7.6 7.9 8.0

* Provisional

# Manufacturing, coal and coke, mineral oil and natural gas,

# England and Wales only
4 Not available

electricity, gas, other energy and water
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INTEENATICONAL COMPARISCNS
HOURLY EARNINGS IN MANUFACTURING (Percentage changes on a year earlier)

Latest pericc

available
Norway(d) 17.6 Qe 1987
Portugzal(h) 16.6 Q2 1687
Greece 0.5 Q1 1987
Denmark(g) g.c JULY
Great Britain‘®’ 83 OCTCEER
New Zealand (i) 7.2 Q2 1687
Italy (b) G T AUGUST
Ireland 643 QL 1686
Sweden (g) 6.0 AUGUST
Australia (b) Sl JUNE
Germany 5.4 JULY
Spain (e) 5.1 Q1 1687
Japan (a)(f) 3.5 SEPTEMEER
Austriz (b)(g) 3.3 SEPTEMBER
France(b) 3.0 Q3 1687
United States 3.0 SEPTEMBER
Canaca il EUGUST
Netherlands (b) 0.9 AUGUST
Belgium (j) 0.8 Gz 1987
Finland 5.2 Qz 1987
OECD 3.8 JUNE
EEC 5.9 JUNE
Monthly Earnings Source: CECD Main Economic Indicators:

Eourly Kates

Weekly Earnings (Underlying)

Males

Not Seasonally Adjusted

3 month ending

Mining and Manufacturing

Daily earnings

Weekly rates: 21l activities
Mining, manufacturing and transport

NOVEMBER 16867

CONFIDENTIAL UNTIL 11.30 AM ON THURSDAY 17 DECEMBER 1987




2

=

™ 3 R { .
COVERING PERSONAL AND CONFIDENTIAL UNTIL 11.30" AM on: £%.12-87 THEREAFTER congfbanwrnc
., LABOUR MARKET STATISTICS: NOTES FOR PRIME MINISTER '

A. 1. SUMMARY
2. KEY FACTS BRIEF

B. DRAFT PRESS NOTICE

C. DETAILED ANALYSIS AND BACKGROUNb INFORMATION

1. GRAPHS: 1a UNEMPLOYMENT
1b UNEMPLOYMENT RATES BY REGION

UNEMPLOYMENT : ADDITIONAL DATA BY REGION
LONG ‘TERM UNEMPLOYMENT AND UNEMPLOYMENT BY AGE

EMPLOYMENT MEASURES
UNEMPLOYMENT: INTERNATIONAL COMPARISONS

EIE RS

D. ADDITIONAL INFORMATION

1% Unempioyment: comparisons with 19308
2. Unemployment: coverage of the count: comparison with Labour

Force Survey estimates.
y 1

3. .Unemployment: changes in coverage of the count.

4. Unemployment: coverage of the count: summary of possible
additions and exclusions; '

5. Labour Market: job.chahges and flows.

6. Demographic and labour force background.

7 Employment:' hethodology.

8. EmpLoyment: double jobbing and specia; measures.

9. Employment: international cdmparisions.

.

10. Employment: additional data.

11. Earnings.

CODE 18-77



39/2-DKS/1537a/062
‘»— MANAGEMENT IN CONFIDENCE

FROM: C C ALLAN
DATE: 16 December 1987

APS/CHANCELLOR | (= ce PS/Chief Secretary
v PS/Financial Secretary
y(- PS/Paymaster General
- PS/Economic Secretary

)ﬂ Cyv Sir Peter Middleton
[\,

\ "@J Miss Mueller

Mr C D Butler

%

Sy
4 Mr Kelly
\ b \ Mr G Jordan
Nw v~ Mr Gray
\w\ Mr Gilhooly
Mr Rogers

Mr C E I Jones

YOUTH TRAINING SCHEMES

Your minute of 30 November to Mr C D Butler referred to the
Chancellor's request for a note on the use of YTS in his

Departments.
2 Only 3 departments are running schemes:

i INLAND REVENUE have an 18 place scheme at
Telford for trainees in clerical/computer
work. 16 trainees from earlier schemes are

now employed permanently.

i1 ROYAL MINT have a 6 place scheme at Llantrisant
which runs side by side with their 4 year
scheme for apprenticeships in
electrical/mechanicial engineering. The
apprenticeship scheme 1is designed to provide
permanent jobs for all of those who successfully

complete it.

iii TREASURY offer YTS places at some CISCO
establishments, and 10 young people are
currently under training in the catering trade.
About 5 people from earlier schemes are now
employed permanently.



(|

Je A new head of steam was put behind the introduction of
YTS in the Civil Service in a letter to colleagues written by
the Minister of State, Privy Council Office in August. There
are two main problems in trying to effect the extension sought:
considerable resources are needed to mount YTS schemes properly;
and, although the Inland Revenue Staff Federation 1is taking
a more flexible line, trade. union opposition generally continues.
But all Establishment Officers have been 1looking carefully at

the possibilities within their respective departments.

b, In the Treasury, apart from 1in CISCO, "It has not so far
been possible to offer YTS places. The nature of our work and
the generally small size of our units does not match the normal
scheme requirements very well. But we have been re-examining
the position and are giving further thought to whether the sort
of work undertaken in areas like the Chessington Computer Centre
might offer possibilities. I will 1let you know if anything
comes of this.

_aal

C C ALLAN
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FROM: MISS M P WALLACE
DATE: 21 December 1987
MR C C ALLAN cc PS/Chief Secretary

PS/Financial Secretary
PS/Paymaster General
PS/Economic Secretary
Sir P Middleton

Miss Mueller

Mr C D Butler

Mr Kelly

Mr G Jordan

Mr Gray

Mr Gilhooly

Mr Rogers

Mr C E I Jones

L

YOUTH TRAINING SCHEMES

The Chancellor has seen your minute of 16 December. He has noted
that you are considering whether the work undertaken in, for
example, the Chessington Computer Centre offers possibilities for
YTS places. The Chancellor has commented that it might also be

worth pressing the Chairman of Customs and Excise.

P

MOIRA WALLACE
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From: J ODLING-SMEE
6th January 1988

CHANCELLOR OF THE EXCHEQUER
cc Chief Secretary
Financial Secretary
Paymaster General
Economic Secretary
PCC
MEG
Mr Burgner
Mrs Lomax
Miss Peirson
Mr Spackman
Mr S Davies
Mr Hibberd
Mr MacAuslan
Mr Melliss
Mr Parsonage
Mr Riley
Mr Bredenkamp
Mr Corry
Mr Price
Mr Stern
Mr Young
Mr Mills
Mr Cropper
Mr Call
Mr Tyrie

UNEMPLOYMENT: ECONOMIC ANALYSIS AND POLICY IMPLICATIONS

You may be interested in the attached paper prepared by a group
of macro and micro economists under my chairmanship. T a8

introduced and summarised in the first five paragraphs.

2 The paper is a product of discussions we have had among
ourselves over the 1last two or three years about how to interpret
various studies by economists outside the Treasury of unemployment,
wages and the 1labour market. Although these studies and our
discussions were mostly fairly technical, I thought that it would be
useful to set out in non-technical language a coherent explanation
of the nature of the current unemployment and to indicate Lhe policy
implications within the context of the government's overall approach

to economic policy.

35 I am afraid that you will not find any new policy ideas here.
We were not specifically searching for these as our main aim was to

explain how the government's policies relate to our explanation of

J%-$

J ODLING-SMEE

unemployment.



UNEMPLOYMENT: ECONOMIC ANALYSIS AND POLICY IMPLICATIONS

Page
Tl Introduction and Summary 1
168 £ The nature of unemployment 7
Macro-economic aspects 7
Micro-economic aspects 12
ILE; Unemployment and inflation 18
Iv. Policy implications 23
Micro-economic policies 23
Macro-economic policies 21

Annex Wages, unemployment and the NAIRU



UEpaper

\
') .

TOTAL UNEMPLOYED

CONFIDENTIAL

UNEMPLOYMENT: ECONOMIC ANALYSIS AND POLICY IMPLICATIONS

I. INTRODUCTION AND SUMMARY

This paper attempts to set out a Treasury view of why
unemployment in the UK dis high/ and" to indicate the policy
implications within the context of the Government's overall approach
to economic policy. The aim is to provide a coherent explanation of
the nature of unemployment to serve as background to the various
Treasury activities (eg briefing, policy analysis) which rest on a

view of unemployment.

CHAMLT | UK UNEMPLOYMENT 1950-1987

(sa, 'C00s, excl school leavers)

3500

2500 .

2000

18500

BT

O I T I I IO AT T T T I I T T T T O O A T T T T T T vy oo
1850 1954 1958 18962 1966 1970 18974 1978 1882 1986

1950Q1 -1987Q3

2. Unemployment has been falling for over a year now (Chart 1),
and the fall seems likely to continue for a time. Although part of
the reduction in wunemployment 1is attributable to government
employment and training measures, including Restart, there has also
been a reduction in underlying unemployment. This 1is obviously
associated with the growth in activity, together with the
composition of the growth which is weighted towards manufacturing

and construction. But output growth and falls in unemployment do

1
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not necessarily go together: unemployment continued to rise slowly
over the five years to 1986 although output was growing at an

average of nearly 3% a year.

CHART 2 : UNEMPLOYMENT IN THE INDUSTRIAUSED COUNT RIES(‘)

(AS X OF LABOUR FORCE)
34 15

&=

Y

19608 1970s 19808 (*?
(D OECD standardised unempioyment rates
Q) From 1964

(3) 1980 to 1986 ( EC 1986 estimated from first ten months )
(4) EC excludes Italy

] RS S R R

B3 The rise in unemployment in the 1970s and 1980s and the present
high levels are features of most European countries. The
unemployment rate in the UK has been remarkably close to the EC
average, diverging only in the early 1980s when it rose 1 or 2
percentage points above the average (Chart 2). This suggests that
one should 1look for a general explanation that is not too country
specific. Although nearly all the discussion in the paper relates
to the UK, we believe that the view that is presented is applicable

to most European countries with appropriate local variations.

4. The rest of the paper is in three sections. The first presents
our analysis of unemployment. The second discusses the interaction
between unemployment and inflation, and the third outlines some
policy implications. There 1is an Annex which discusses wages,
unemployment and the NAIRU (non-accelerating inflation rate of

unemployment) in a little more detail.
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. B The main conclusions are:
On the nature of unemployment:

alts unemployment 1is high 1largely because market
mechanisms, especially labour market mechanisms, do not
work sufficiently well to remove increases in
unemployment soon after they occur, and most of the
events affecting the economy in the 1970s and early
1980s tended to create additional unemployment rather

than the opposite;
J o33t the main factors which had an adverse impact on
unemployment in the UK in the 1970s and early 1980s
were:
% external events:
- 1increases Hygh oil prices and the
associated world recessions of 1974-75

and 1980-81

- the rise of the newly-industrialising

countries
ids. . North Sea oil:

- the need for the structure of the economy

to adjust to North Sea oil
iii. policy:

- the move to non-accommodating policies in
the late 1970s

- the wage and price shocks of 1979-80 (the

breakdown of incomes policy, the Clegg
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awards, the direct-indirect tax switch,
the decontrol of nationalised industry

and other prices)

- the increase in taxation

iv. labour market factors:

- the rise in the ratio of unemployment

benefits to earnings

- the increase 1in the power of trades

unions

- the shake-out of labour in 1979-81

- the reduction in job search intensity by

the unemployed.

Some but not all of these have been reversed in recent

years;

Cs most OECD countries were exposed to similar
factors and unemployment rose in most places in the
IOFO s andasicarliy s ili980s Unemployment in the UK was
close to the EC average in the 1960s and 1970s, but
rose above it in the early 1980s because of worse
inflation, North Sea o0il, and the wage and price shocks
of 1979-80. Faster growth has recently brought it back
to the EC average again. But UK unemployment has been
higher than in the US and Japan mainly because of a

less flexible labour market;

ds among the  factors contributing to the slow
adjustment of the labour market and the weak influence

of the unemployed on wages are:
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constraints on and attitudes of employers:

the bargaining power of "insiders"
(broadly, those with secure jobs) which
reduces the incentive to hire presently
unemployed workers by introducing,
potentially at 1least, additional hiring

and turnover costs

the payment by employers of higher wages
to encourage and reward productivity

improvements

employers' sometimes erroneous perceptions

that the unemployed will not make good

workers
= _-/*""‘\
/
(institutional constraints on local wage

variability

the floor to wages set Dby the social

security system

characteristics of the unemployed:

the lack of relevant skills among the
unemployed in both low and high

unemployment areas;

the “laek "of effort put into job search by

some unemployed people;

locational problems:

barriers to geographical mobility and the
impact on house prices and wages of

movement into the South East
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- the scale of the adjustment required in

some high unemployment areas.

On unemployment and inflation:

On the

e. unemployment has a relatively weak impact on
wages. The big rise and fall of inflation since the
1960s owes little directly to movements in

unemployment;

£ the 1level of unemployment above which inflation
tends to fall and below which to rise (the NAIRU) is
not easy to define or measure, but is likely to be well

below current levels of unemployment in the long term;

gis faster growth of demand will nonetheless create

inflationary pressures. Apart from those coming from

the labour market and associated mainly with the higher
groth of output and the rate of fall in unemployment,
inflationary pressures will be generated in the goods
and foreign exchange markets by any increase in demand

relative to supply;

policy implications:

h. micro-economic policies have the major role to
play 1in increasing labour and product market
flexibility;

5 among the relevant micro-economic policies are
trades wunion 1legislation, policies which increase
competition in product markets, more or better directed
training, retraining and school education, changes in
the structure and level of taxation, selective
employment measures, housing policy, civil service pay
decentralisation, social security policy, and incomes

policy;
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j. unemployment will fall faster over the medium
term 1if macroeconomic policies are set to deliver a
less ambitious objective for inflation but there is not
much room for varying the inflation path around that in
the MTFS;

ks for a given inflation path, improvements in
supply performance will tend to lead to both higher

output and lower unemployment;

Lo macroeconomic policies can contribute to a better
supply performance and lower unemployment by

maintaining a stable and predictable economic and

R -

policy environment which encourages investment in fixed

\ assets, tralnlﬁET*R and D and new markets;

m. in the short term various policy switches (such
as easier fiscal and tighter monetary policies, higher
public expenditure and taxation, and tax switches from
employers' NICs and VAT to income tax) will tend to
reduce unemployment but they have adverse, or at Dbest

neutral, effects on unemployment in the long term.

II. THE NATURE OF UNEMPLOYMENT

Macro-economic Aspects

6 The distinctive feature of unemployment in Europe over the last
twenty years has been that the increases that occurred in cyclical
downswings in activity were not fully matched by decreases in
upswings (Chart 2). By contrast there was no significant trend in
unemployment in the 1950s and most of the 1960s, or before 1914 when
the cyclical fluctuations were much 1larger (Chart 3). Recent
experience 1is more like that of the inter-war period: unemployment
took a very long time to fall after the initial increases 1in the
recessions of 1921 and 1930-33.
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CHART 3 — UK UNEMPLOYMENT
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T It is much easier to explain in macro-economic terms the
increases in unemployment during recessions than the failure of
unemployment to fall in the subsequent upswings in activity. The
rise in recessions can mainly be explained in terms of the factors
which caused the recessions themselves. For the UK these included:
developments in the world economy including oil and other commodity
prices and the rise of the newly-industrialising countries; the move
to non-accommodating macro-economic policies in the UK in the late
1970s; the need for the structure of the economy to adjust to North
Sea o0il; and wage and price shocks in 1979-80 (the breakdown of
incomes policy, the Clegg awards, the direct-indirect tax switch,

the decontrol of nationalised. industry and other prices).

Sfe There have been additional factors tending to push unemployment
up in the UK in both recessions and upswings. The increase in the
burden of taxation has tended to put upward pressure on labour costs
and prices and hence, for a given stance of macro-economic policies,

contribute to unemployment. The rise in the ratio of unemployment

8
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‘benefits to earnings, especially in the late 1960s and early 1970s,
and the increase in the power of trades wunions up to 1979 also
contributed. Another factor operating since 1979, especially in
1979-81, was the shake-out of 1labour as companies came under
financial pressure and decided that they could not continue to hoard
labour in anticipation of the upturn. As the stock of unemployment
rose attitudes towards being unemployed altered. It became more
socially acceptable and support systems for the unemployed
developed. This tended to undermine the intensity of job search by
the unemployed. The weakening for this and other reasons of
mechanisms that would help to reverse the initial rise 1in
unemployment suggests that there may be an element of hysteresis,
the tendency of unemployment to settle at whatever level it has been

pushed to.

9% These additional factors do not go far enough towards explain-
ing the failure of unemployment to fall in cyclical- upswings more
than, until recently, it has done. They are least convincing in the
1980s wupswing because some of them were beginning to operate in the
reverse direction: the rise in the tax burden came to an end; on
many measures the ratio of unemployment benefits to earnings for the
average person has been falling; and the power of the trades wunions

has been reduced.

10. One explanation put forward by some commentators for the
failure of unemployment to fall more in cyclical upswings 1is that
there has been a shortage of aggregate demand. As there has clearly
not been a shortage of nominal demand, the question to be asked is
why nominal demand 1is not translated into higher real demand for
labour. This shifts the debate onto wage-setting behaviour in the
face of high unemployment and the nature of inflationary pressures
in markets other than the labour market, both of which are discussed

later.

11. More generally the problem seems to have been one of the weak
capacity of the labour market to adjust to disequilibria. The
relatively weak response of wages to unemployment, the evidence on
which is discussed further in the Annex, is an important part of

Ehiss The labour market behaviour that lies behind this and other

micro-economic aspects are discussed in the next section.
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12. Slow adjustment in the labour market does not in itself explain.
why unemployment has persisted so 1long in the 1970s and 1980s
whereas it fell back when output recovered in business cycles before
1914 and 1in the 1950s and 1960s. One important reason for higher
unemployment in the 1970s and 1980s than earlier is that the factors
affecting the economy tended to be larger and more often adverse.
The recessions of the mid-1970s and early 1980s were worse than
those in the 1950s and 1960s. The tax burden tended to increase
whereas in the 1950s it declined. The consequent need for
adjustment in the labour market bore greater similarities to the
situation in the 1920s, when major structural changes in the economy
were required, and the early 1930s, when the world economy went

through a severe recession, than to the 1950s or 1960s.

13. Moreover, non-accommodating macro-economic policies have
ensured that disequilibria in the labour market have to be removed
by adjustment within the labour market itself, rather. than coming
out in the form of rising inflation as occurred from the late 1960s
onwards. Macro-economic policies are now directed at controlling
inflation, so that reductions in labour market disequilibria cannot
come about at the expense of higher inflation as occurred in the
1950s and 1960s.

1l4. The 1labour market may also have become less effective than in
the 1950s and 1960s at responding to events which called for
adjustment. The reduction in money 1illusion and the associated
institutional changes such as the movement towards annual wage
negotiations have reduced the extent to which real wages change in
practice. The period of sustained growth in the 1950s and 1960s,
following the high unemployment of the 1930s and war-time austerity,
may have raised expectations and led to more real wage pressure than
could be satisfied in the 1970s and 1980s without rising inflation
or rising unemployment. The increase in union strength up to the
1980s may have had similar effects. Incomes policies may have
temporarily obscured these underlying developments, leaving their
consequences fully exposed after the incomes policy broke down in
1978.

10
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.15. All countries were exposed to similar world developments in the
1970s and 1980s, and many of them experienced similar adverse
domestic trends such as rising tax rates and benefit replacement
ratios. However, unemployment did not rise as much or stay high as
long in the US and Japan as in the UK and most European c¢ountries.
This 1is mainly attributable to more flexible labour markets there.
Although unemployment in the UK rose above the average for EC
countries in the early 1980s, it has now come down to (or even
below) the average (Chart 2). The major differences betwcen the UK

and other European countries have been:

- the timing of the major rise in unemployment in the UK after
1979 partly reflects the delayed response to adverse factors
that were present much earlier. The delay was reflected in
labour hoarding in the late 1970s because of accommodating
economic policies and the expectation that output would
recover. Without this delay unemployment in the UK might

have risen above the EC average during the 1970s;
CHALT

SHORT-RUN REAL WAGE RIGIDITY
AND UNEMPLOYMENT

United Kingdom e

italy @

® Netheriands
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Rise in unempioyment rate between 1975 et 1982

8) Short-run price coetficient divided by unempioyment rate coefficient
in hinear ] y wege tions).

b) Percantage points.

Source: Secretaciat.

- real wages adjust more slowly in the UK in response to

unemployment than elsewhere (Chart 4, where real wage

1L
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rigidity 1is defined as the ratio of the elasticity of
nominal wages with respect to prices to the elasticity of
nominal wages with respect to unemployment). 1In general the
UK labour market is probably less flexible than many others

in Europe;

- the greater amplitude of the rise and fall in inflation in
the UK in the 1970s and 1980s damaged employment through
greater uncertainty during the upswing and the need for more

restrictive macroeconomic policies during the downswing;

- North Sea oil imposed a need for structural adjustment in
the UK, the initial phase of which produced a fall in

manufacturing employment;

- some European economies have been able to respond to
unemployment by reducing the number of temporary immigrant

workers;

- other countries did not have wage and price shocks 1in
1979-80 on the scale of those in the UK:

= on the other hand, the recovery in economic activity since

the recession of the early 1980s has been stronger and more
firmly based in the UK than in other European countries, and

this has brought unemployment back to average EC levels.

Micro—-economic Aspects

16. Explanations of the slow adjustment of the labour market must
be sought at the micro-economic rather than the macro-economic
level. This section first summarises the salient facts relating to
regional unemployment, the skill structure of the employed labour
force and the duration structure of the unemployed. It then
discusses some recent theories of the wage bargaining process and

its impact on unemployment.
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CupT S

UNEMPLOYMENT RATES
BY TRAVEL TO WORK AREAS
JULY 1987

Below Ps% ~

15% plus

17. The average UK unemployment rate of 103% in July 1987 conceals
a wide dispersion of regional and local unemployment rates. As the
map (Chart 5) demonstrates, there are stretches of the country where
unemployment rates are below 73% at the same time as there are areas
(in some cases in close proximity) where rates exceed 15%. The main
band of low unemployment in the South has an average rate of 6% for

a working population of about 3.75 million; in the high unemployment
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areas of the North the rate averages about 18% in a working popula-
tion of the same size. (The populations of the other areas marked
are much smaller.) Unemployment rates in local areas, especially in
the North, Scotland, Wales and Northern Ireland, can be particularly
high (eg South Tyneside at 23%, Cumnock & Songuhar at 29%, Holyhead
at 22%, Londonderry at 273%).

18. High unemployment rates in particular regions and localities
obviously place an enormous burden on the capacity of local labour
markets to adjust, a capacity that is anyway restricted by the floor
to wages set by the social security system and institutional factors
which limit the scope for local variations in wages. Interregional
movements of 1labour might reduce the dispersion of unemployment
rates and possibly the national average, but they are inhibited by
housing market imperfections and social and cultural factors.
Moreover, more movement of labour to the South-East where Jjobs are
easiest to find would be a mixed blessing because greater housing
and land shortages there would contribute to upward pressure on
house prices and wages, although this would encourage firms to move

elsewhere.

CHART 6 % EMPLOYMENT CHAMGE Y SKILL
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: SOURCE: DE from 1971 Census of Population and
£ 1979 and 1986 Labour Force Survey.
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19. There have also been significant differential changes in
employment between skill categories (Chart 6). The employed labour
force fell by 0.4 million between 1979 and 1986, but was associated
with a decline of 1.1 million in semi-skilled and unskilled manual
jobs and an increase of the same order amongst professional and
managerial non-manual occupations. The unemployed are more likely
to have 1lower skills and educational qualifications than the
employed (about one third of the employed have no qualifications
compared with one half of the unemployed and two-thirds of those
unemployed for four years or more). This handicaps the unemployed
in competing with those in employment and in coping with the shift-
ihgi »8kill . skracture. It requires a system of education, training
and re-training for the unemployed and new entrants to the labour
force that 1is 1less inadequate per se, and more relevant to the

changing structure of employment.

*  CHART 7 : UNEMPLOYMENT AND LONG-TERM UNEMPLOYMENT
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20. The main facts about the duration structure of the unemployed
are that the proportion who are long-term unemployed rose as

unemployment rose (Chart 7), and the probability of finding a job

15



CONFIDENTIAL

declines as the duration of unemployment increases*. In addition,
as mentioned earlier, there is some evidence that the long-term
unemployed have a weaker impact on wage determination than the
short-term unemployed. There are two broad interpretations of the
declining re-employment probabilities and the differing impact on
wages. One is that the essential characteristics of the people who
become long-term unemployed are less attractive to employers than
those of the short-term unemployed: this would occur because the
most useful wunemployed workers found jobs first leaving the less
employable on the count. The other is that the state of Dbeing

unemployed itself reduces employability.

21. The evidence does not allow us to distinguish between these two
hypotheses. The regional and skill level facts do, however, suggest
that many people have become long-term unemployed because they are
in the wrong placé or have the wrong skills to appeal to employers
rather than because they have become unemployable- through being
unemployed. On the other hand, there is ample evidence that the
longer the duration of unemployment the greater is the adverse
effect on morale and the effort put into 1looking for work. But
there 1is not obviously a decline of human capital as some have
suggested: there is little evidence that the productivity of the
long-term unemployed who do get back into jobs is lower than that of
their peers after an initial induction period. Our judgement 1is
that, in considering the policy implications, relatively more weight
should be put on the essential characteristics of the long-term
unemployed and 1less on the effects of unemployment on their

employability.

22. Even when account is taken of the barriers to geographical and
skill mobility mentioned above, there remains a need to explain why

the labour market has not adjusted more 1in the face of high

*This is a statistical observation, but it is supported by the reluc-
tance of employers to hire the long-term unemployed, particularly in
areas where unemployment is lower. Surveys suggest that they are
worried that the long-term unemployed may be of poor quality and
motivation, and therefore represent a risk which it is unnecessary to
take when there are short-term unemployed available.
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unemployment. It has already been noted that some general factors
such as the overall tax burden, the ratio of unemployment benefits
to earnings and the power of the trades unions cannot on their own
explain why so little adjustment has occurred in recent years. This
does not, of course, mean that more progress in these directions
would not speed up adjustment. It almost certainly would because at
the margin some wages, for particular groups of workers in
particular areas, probably are held up by the level of social
security payments or trades union pressure. Nevertheless, there has
been some adjustment in the required direction in relative wages of
different skill groups. For example, the wages of manual workers
have grown more slowly than wages in general. The size of the
resulting differential has, however, been insufficient in the face

of the fall in demand for manual workers.

23. The remainder of this section discusses recent work by
economists which attempts to explain why profit-maximising firms
should pay wages above market-clearing levels. Two broad models of
wage Dbehaviour have received particular attention, efficiency wages

and insider-outsider theories.

24. Efficiency wage theories see the problem as one of imperfect or
asymmetric information about the characteristics and performance of
employees. For example, firms are assumed to be unable to monitor
workplace performance fully. They therefore pay efficiency wages in
order to increase the penalty to a worker of Dbeing dismissed and
thereby increase workplace discipline and productivity. In other
words firms pay efficiency wages in order to raise productivity. An
important c¢orollary is that if there is an increase in aggregate
demand and a rise in wages generally then the penalty for being
dismissed from a firm paying efficiency wages will be reduced and
workplace performance will suffer. Efficiency wage firms may
respond Dby raising wages, rather than hiring more workers. It is
also important to note that efficiency wage levels are unlikely to

be affected by reductions in trades union power.

25. Wages above market-clearing levels may also be explained by the
theory of ‘'insiders-outsiders'. This attempts to explain how

employers and existing workers in firms together exploit the quasi-
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rents that arise from market power in labour and product markets.
The bargaining power of the current employees, relative to
unemployed potential workers, arises hecause of the existence of
turnover costs which reduce the incentive for employers to hire
unemployed or new entrant workers. Such turnover costs include job-
specific training costs, hiring and firing costs and the costs that
may be incurred by withdrawal of co-operation by existing workers
from new entrants who might be seen as diluting bargaining power and
pay. Trades unions may play an important role in augmenting and
enforcing these turnover costs. But the latter exist and can be
exploited even in the absence of unions. The theory is particularly
applicable in industries and firms where co-operative behaviour
between workers is important, especially where there is a high level
of firm specific human capital. These characteristics are a feature
of non-unionised firms such as those in high technology sectors, as
well as firms requiring co-operative behaviour amongst workers (eg.

assembly operations) which also happen to be unionised.

26. The insider-outsider theory provides a plausible explanation of
why unemployment does not fall more during an upswing in activity.
The upswing increases the bargaining power of insiders. This 1is
because in the medium term the firm may wish to hire new workers,
and if it did decide to do so, it would incur turnover costs over
which insiders have some control. Insiders will seek to exploit
their increased bargaining strength by raising wages and

discouraging the employer from hiring new workers.
27. Empirical evidence on the strength of these two theories in the
UK context is not conclusive. However it is 1likely that in some

firms and industries these types of behaviour do take place.

III. UNEMPLOYMENT AND INFLATION

28. A presumed trade-off between unemployment and inflation in the
short term has been at the heart of much macro-economic analysis
since the war. The Phillips curve which relates wage growth to
unemployment is the mechanism in many macro-economic models for
restoring equilibrium: an increase in unemployment reduces wage

growth which tends to increase employment again. Similarly in
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‘ policy discussions it has wusually been assumed that there is an
optimal level of unemployment in relation to inflation. In the
1950s it was thought that a particular level of unemployment would
produce a particular 1level of inflation: at 1lower 1levels of
unemployment inflation would be higher but stable. In the 1970s and
1980s with the ‘"expectations-—-augmented" Phillips curve, it was
thought that there was a unique level of unemployment, the NAIRU
(non-accelerating-inflation rate of unemployment), at which
inflation would be stable. At 1lower 1levels of unemployment
inflation would rise continuously. The rise in inflation in the
1970s has been attributed to unemployment being below the NAIRU and
its fall in the 1980s to unemployment being held above the NAIRU -
the Government has been accused of deliberately creating

unemployment to reduce inflation.

CHART 8 — INFLATION AND UNEMPLOYMENT
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29. One difficulty with this argument is that it does not explain
why inflation has not come down significantly since 1983 although
unemployment has until this year been higher than it was in 1980-83

when inflation fell sharply (Chart 8). The more general difficulty,

dJlge,
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of course, is that the level of unemployment does not seem to have
a strong or well-determined impact on wages. Thus while there might
in some analytical sense be a long-run NAIRU in the economy, we do
not think that the concept is very helpful in practice. The Annex
discusses the relationship between wages and unemployment and the

relevance of the NAIRU in more detail.

30. Against the background of a weak impact of unemployment on
inflation the remainder of this section considers the factors 1lying
behind the rise: and fall of inflation in the 1970s and 1980s, and
the relationship between the pressure of demand more generally and

inflation.

31. In the medium term movements in inflation can be attributed to
macro-economic policy. In the short term, of course, very many
factors affect inflation,>including 0il price changes, other world
price developments, tax changes (both the overall level and direct/
indi:ect tax switches), price measures, incomes policies, and other
pressure from the labour market. But these will only give rise to
permanent changes in inflation if they are accommodated by macro-
economic policies. If they are not accommodated - if macro-economic
policies are used actively to determine inflation - the combination
of short-term inflationary pressures and non-accommodating policies
will alter output and employment. Hence the stance of policy is

relevant to the explanation of both inflation and unemployment.

32. In broad terms the stance of monetary and fiscal policies was
accommodating during the first half of the 1970s and non-
accommodating from the late 1970s. The influence of policy on
inflation works mainly through the exchange rate and the pressure of
demand in goods and labour markets (Chart 9). The exchange rate is
particularly important in the short term because large changes in it
can occur in response not only to actual policy changes but also to
changes 1in perceptions about the credibility and future course of

policy.

33. The fall in the real exchange rate up to 1976 contributed to
the rise in inflation in the first part of the 1970s. It therefore
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CHART 9 : PRESSURE OF DEMAND AND EXCHANGE RATE .
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added to the upward pressure on inflation that was already coming
from abroad and the UK's rate of inflation rose faster than that in
the major 6 (Chart 10).

34. Despite favourable effects from incomes policies and the
appreciating exchange rate, inflation in the second half of the
1970s remained above the level abroad. When macro-economic policy
moved to reduce inflation after 1979 it therefore had to bring
inflation down to world levels as well as offsetting the effects of
some new unfavourable pressures coming from the breakdown of incomes
policies, price liberalisation, the rise in the tax burden and the
direct/indirect tax switch. This combination of events contributed

to the fall in output and sharp rise in unemployment in 1980-81.
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CHART 10 — UK AND WORLD INFLATION
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35. The main factors determining the broad rise and fall of
inflation since the late 1960s have therefore been world
developments and macro-economic policies in the UK. Policies have
worked on inflation mainly through the exchange rate and the
pressure in goods markets and hardly at all through unemployment.
Thus 1in the 1980s tight policies, combined with the effects of oil,
pushed the exchange rate up sharply and hence inflation downwards.
They also gave rise to severe pressure in goods markets and a
decline in profit margins. Together with help from falling world
inflation, these factors were sufficient to bring UK inflation down
without a significant contribution from the high level of

unemployment.

36. The absence of a strong link between the level of unemployment
and wage inflation does not mean that aggregate demand can grow at a
different rate without altering inflation very much. Clearly the
growth of demand is constrained by the available supply. As the
pressure of demand rises relative to supply, domestic prices and
imports will tend to rise even 1if wages are unchanged. Rising

imports will in turn put pressure on the exchange rate, falls in
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.which will feed through into higher prices. Foreign exchange
markets might well bring forward and amplify the depreciation in the
exchange rate in anticipation of a significant rise in imports.
Thus there are various ways 1in which changes in the pressure of
demand will tend to alter inflation even if there is no response of

wages.

37. In practice, wages are also likely to respond. In particular
there is likely to be a limit to the speed at which unemployment can
fall without generating rising wage inflation. But there is no
reason to believe that, given time and steady Dbut not excessive
growth, unemployment cannot revert to much lower levels than those

of the 1980s or even 1970s without rising inflation.

IV. POLICY IMPLICATIONS

38. The diagnosis of the nature of the unemployment problem points
to the conditions under which sustained reductions in unemployment
consistent with maintaining low inflation might ©be achieved. In
particular the emphasis on the slow adjustment of the labour market
in the face of high unemployment indicates the importance of
improvements in labour market flexihility and responsiveness.
Microeconomic policies which could help in this way are discussed

first, and then the role of macroeconomic policies is considered.

Micro—-economic Policies

39. The discussion of microeconomic aspects of unemployment drew
attention to a number of separate factors contributing to the

sluggishness of labour market adjustment. These include:

- the relative 1insensitivity of wage bargainers to wider
market conditions because of the strength of insiders and

the need to reward efficiency

- the lack of relevant skills among the unemployed

- employers' perceptions, sometimes wrong, that the unemployed

(especially those who have been unemployed for a long time)

will not make good workers
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- barriers to geographical mobility

- the scale of the adjustment required 1in some high

unemployment areas

- institutional constraints on local wage variability

- the floor to wages set by the social security system

- the lack of effort put into job search by the unemployed.
40. This is not 'the place to discuss in detail microeconomic
policies that might tackle each of these problems. Instead the main
policy options are briefly reviewed 1in order to draw out their
relevance to the diagnosis. But their wider aspects, for example
the implications of 1lower social security payments for 1living

standards, are not considered.

41. Further trades union legislation aimed at reducing the power of

trades unions would work in the direction of lowering the bargaining
strength of insiders. But insiders are not necessarily trades
unionists. And there may be limits to the extent to which a further
reduction in' trades union power at national level will alter the

strength of insiders at plant level.

42. Increased competition in product markets achieved through the

usual range of microeconomic policies (competition, monopolies and
mergers policies, privatisation and contracting out, deregulation,
public purchasing policies, reduction in barriers to trade) would
tend to improve the adaptability and flexibility of the economy and
dampen inflationary pressures. This would raise the level of output
and employment that was consistent with given inflation. Increased
competition in product markets may also increase the bargaining

power of outsiders by raising the cost consciousness of employers.

43. Training and retraining will increase the skills of the

unemployed, raise the bargaining power of outsiders, and improve the
re-employability of workers who may 1lose their Jjobs in future.

Since youth employment is an important part of the total, the type

and gquality of education at school level is also highly relevant.

24
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44, Reductions in the overall tax burden matched by reductions in

public expenditure relative tn GDP will tend in time to increase
employment for given money GDP. However the opposite may occur 1in
the first couple of years, because changes in public expenditure
feed through more quickly into output and employment than do tax

changes.

45. Changes in the tax structure might raise employment although

there are clearly competing objectives for the tax structure.
Reductions in employers' NICs rather than income tax favour
employment in the short term because of their more direct impact on
labour costs, although in the long term thcre is no reason to expect
a significant difference. And changes in the structure of the
employers' NIC schedule 1itself, reductions at the lower end and
increases higher up as in 1985, might help employment as the demand
for low-paid labour is probably more elastic than that for high-paid
labour. More generally, changes which reduce the disteortions in the
tax structure will contribute to the efficiency and flexibility of

the economy.

46. Selective measures are, of course, already playing a major role

in coping with poor 1labour market adjustment. The analysis here
points to the potential value of measures which have the general

effect of:

- helping outsiders to compete with insiders or set up in

self-employment

- improving employers' perceptions of the employability of the

unemployed and reducing restrictions on recruitment;

- encouraging geographical mobility (eg housing, pensions);

- encouraging job search by the unemployed;

- increasing the employability and Jjob prospects of the

residents in high unemployment localities (eg inner cities).
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47. Housing policy can clearly reduce the costs and increase the

feasibility of unemployed workers moving elsewhere to find jobs.
Given regional house price differentials, there may be limits to the
extent to which policies towards rented housing alone can increase
geographical mobility. Policies affecting the cost of owner-
occupied housing, for example through the tax system or the supply
of land, may be a necessary part of any attempt to have a major
impact on Dbarriers to mobility. They may also have a restraining

effect on the growth of wages.

48. National pay structures used by national multi-branch employers

are a major constraint on local wage variability. Employers find
them convenient because they permit geographical mobility of staff
(provided that «cost of living allowances are realistic) and trades
unions also support them. . The Government's only influence is likely
to be through the indirect route of breaking down its own national
pay structures and hence creating an alternative model- and setting
up different going rates of pay in areas where it is a major

employer.

49. There are clearly reforms to the social security system that

would reduce the disincentive to find work and put downward pressure
on wages at the lower end of the distribution. They can be grouped
into those that reduce incomes in unemployment generally (eg. by
uprating by less than inflation), those that reduce unemployment
incomes selectively (eg. for young people, for those who refuse job
or training offers, or for those in low unemployment areas), those
that restrict the period during which some or all benefits are paid
(eg. to a year), and those that reduce the penalty on part-time
employment (eg benefit-disregard policy FOL the long-term

unemployed).

50. For completeness incomes policies should Dbe mentioned. But

although experience in some countries suggests that they can help
labour market adjustment by restraining wages without harmful side

effects, this has not been the British experience.
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51. No single one of the policies listed here is likely to have a
major impact on adjustments in the labour market. But jointly they
would probably make a significant contribution. Some of them could

be expected to raise output as well as employment in the long run.

52. The effects of these micro-economic policies could be expected
to build up over time from rather small beginnings. Some policies,
for example changes in school education and private rented housing,
operate at the margin so that their effects take many years to
spread through the system. Other policies, such as trades union
legislation and «civil service pay decentralisation, may require a
change in perceptions and attitudes before the labour market
benefits. Another reason why the effects build up over time is that
falling unemployment itself has Dbeneficial effects. It alters
employers' perceptions about the employability of the unemployed and
it increases job search intensity by the unemployed, both because of
the higher probability of finding work and because the "culture of

the dole" becomes a less all-pervading part of their environment.

Macro-economic Policies

53. The potential contribution of macro-economic policies to the
reduction of unemployment 1is usually thought to be through the
expansion of nominal demand. However, as discussed earlier, higher
nominal demand on its own implies higher inflation. The issue then
becomes one of objectives for inflation over the medium term.
Faster growth of nominal demand will not be dissipated in higher
inflation to the extent that it 1is matched by an increase in
aggregate supply. Hence an increase in the potential output that
the economy can produce at a given price 1level would permit an
increase in money GDP and a permanent increase in output and, in

most cases, employment.

54. This section discusses first aggregate demand and inflation
objectives and secondly aggregate supply. Finally it considers the
impact on unemployment of changes in the mix of policies for given

money GDP.
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55. In the short term an expansion of aggregate nominal demand will

lead to higher output and lower unemployment. But the inflationary
pressure that results will in turn crowd out the additional output.
In time prices will tend to rise to the full extent of the increase
in nominal demand, leaving no room for additional output and
employment. Simulations on the Treasury model suggest that the
period during which unemployment is temporarily lower when policies
are eased to allow money GDP to grow faster is fairly 1long: well

over five years.

56. Although a less ambitious objective for inflation would allow a
faster fall in unemployment, the credibility of the Government's
policies rests on there being at least some perceptible downward
tendency in inflation over the medium term. No deceleration or a
rise in inflation would wundermine credibility with adverse
consequences across a wide range of policy areas. A faster
deceleration than this minimum would probably not have major
economic benefits, although inflation in the 1%-3% range might 1lead
to a marginally more efficient economy than at 3%-5%, and lower
inflation has political and social advantages. In practice
therefore, ' there ‘is 'not  much room; for varying thHe . inflation
objective around that implied by the MTFS.

57. Improvements in aggregate supply imply that the sustainable

level of output rises assuming that the path for money GDP is
adjusted to accommodate changes in supply as in the MTFS. However,
unemployment will not necessarily be lower, even for a temporary
period. 1If, for example, the higher output came entirely from
higher productivity or an increase in labour supply, unemployment
could be higher rather than lower. But such cases would be unusual,
although something 1like this occurred between 1983 and 1986. More
generally one would expect to find that improvements in aggregate
supply were associated with lower unemployment so 1long as

unemployment had not fallen to an unsustainably low level.
58. Although micro-economic policies are most directly relevant to

bringing about supply improvements, macro-economic policies can also

contribute, in the following main ways:
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- through ensuring an environment of predictably low inflation

- through stabilising money GDP and output growth as far as

possible without compromising the inflation objective

- through minimising fluctuations 1in the real exchange rate
and real interest rates to the extent that this can be done

consistently with objectives for inflation and money GDP

- through holding the nominal exchange rate close to a level
at which companies are conscious of the financial discipline

but can still remain broadly competitive

through reducing interest rates so as to stimulate
investment while tightening fiscal policy so as to avoid any

change in the overall stance of poliicys

-

¥§& 59. The first three of these would all have the effect of
increasing private sector confidence 1in the future and hence
investment in the broadest sense, including expenditure on training,
R and D and the development of new markets as well as expenditure on
fixed assets. Although profitability has returned to levels near
those of the 1960s, business investment is still significantly lower
in .relation to ‘output. As output is now growing at a rate
comparable to that of the 1950s and 1960s, expectations about the
future must be one of the factors holding back investment. Another
is the high cost of eapital;,; which ‘would be reduced 4if dnterest
rates fell as suggested by the last point above. Of course, higher
investment does not necessarily increase employment if, for example,
it raises productivity to the full extent of any extra output. But
capital-widening investment tends to occur alongside productivity-
increasing investment, and the former could be expected to lead to

both increases in output and reductions in unemployment.

60. In recent years there have been a number of proposals for
policies to tackle unemployment which combine action on both the
demand and supply sides. At first sight these seem sensible and
consistent with the MTFS, which allows for an incrcase in the money

GDP path if supply improves. However, the increase in demand should
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not precede the increase in supply if inflationary pressures are to‘
be avoided. Claims that falling unemployment resulting from demand
expansion is necessary to induce employees to accept change (eg more
flexible working practices, slower growth of pay) may not be
correct; there is, for example, evidence in the opposite direction,
suggesting that supply side improvements are most 1likely to occur
when unemployment 1is high or rising. But macro-economic policy
should clearly be operated flexibly enough to ensure that supply
side improvements are accommodated. In some cases the nominal
framework ensures that this will occur: slower growth of wages will
tend to allow a reduction in interest rates and, possibly, tax rates

which will contribute to higher output and employment.

6l. The final issue of this section, the mix of policies, has

already been mentioned in connection with the balance between real
interest rates and fiscal policy. Rather than easier monetary
policy and tighter fiscal policy to stimulate supply in the long
term, some people would like to see the reverse because of the
assumed Dbeneficial demand-side impact on output and employment in
the short term. Simulations on the Treasury model suggest that
output could be higher for 2-3 years if public expenditure and
interest rates were increased to the extent necessary to keep money
GDP unchanged, and for 1longer if taxes were reduced rather than
expenditure increased. There would, however, be a deterioration in
the current account and private investment. The choice of policy
mix therefore depends partly on time horizons and partly on

objectives for the balance of expenditure in the economy.

62. Other changes 1in policy mix, already discussed in the context
of microeconomic policies, also raise questions about time horizons
and Dbroader objectives. Equal reductions in public expenditure and
taxation will encourage employment in the medium term although the
short term impact may be perverse. Switches from employers' NICs
and indirect taxation to income tax may help employment in the short

term but not in the long term.
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changes which increase employment in the short term through Jdewand

Given the supply side nature of the unemployment problem,

side mechanisms are wunlikely to be beneficial over a longer time
horizon and may be harmful. 1In general decisions about changes in
policy mix should take account of a wider range of considerations,
such as objectives for the level of public expenditure and taxation

and for the structure of taxation, than those relevant to employment
alone.
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ANNEX

WAGES, UNEMPLOYMENT AND THE NAIRU

This annex discusses some aspects of the view of the NAIRU
which underlies the argument in the main text. The first section
presents a simple algebraic model, the second section discusses some
of the empirical evidence relating to wage equations, and the final
section discusses some implications for the NAIRU. It  dsi-not

necessary to read the first section to understand the other two.

A formal model

2. Assume that wages are set essentially in real terms according

to an equation of the form:

Luv= D) —xU- AU+ T (1)
where w = nominal wages (in logs)

b = prices (in logs)

U = unemployment rate

Z = all other factors affecting wages.
This ignores 1lags, divergences between expected and actual

inflation, and real wage targets, among other things, except to the
extent that they influence Z. 2 includes factors affecting the wage
bargain on both the employers' side (eg employers' NICs, profits)

and the employees' side (eg unemployment benefit, wage pressure).

3 The NAIRU is that value of U at which inflation is constant, so
that Aw = &b= 0. Substituting this into (1) gives:

O=-—wu-fav+7Z (2)
hence uM-= : g —(1—- U_,, (3)
u+@ &4@

where UN = NAfLU

ueannex
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Thus the NAIRU depends on the unemployment rate in the last period
as well as on almost everything which influences wages (except
inflation itself). If the pressure of demand affects any prices
elsewhere, for example through profit margins, the NAIRU will also
depend on conditions in those markets.

4. Although inflation may be constant at the value of the NAIRU
given by (3), unemployment need not be. As unemployment changes,
(3) shows that the NAIRU itself will change in proportion. Only irn
the long run when unemployment is also constant and the whole systen
is stationary will the NAIRU be constant for given Z. The long-run
NAIRU (UNL) in this sense is, from (2):

§ Rk el 3 (4)
o

It therefore depends on the whole range of factors affecting the

wage bargain.

5. In the short run the NAIRU is a weighted average of the long-
run NAIRU and the unemployment rate in the last period:

NL
" ¥ Rl S S 9
o™= S (5)
® + f
(This is obtained by substituting Z =o(UNL from:{4) in-"F8).) The

short-run NAIRU therefore lies between actual unemployment and the
NAIRU, and will change with actual unemployment. But if the system
as a whole 1is stable so that unemployment tends to move to an
equilibrium position, then that equlibrium is the long-run NAIRU to
which the short-run NAIRU therefore tends.

6. The sizes of the parameters & and p are.. ‘erucial Eo’ the
behaviour of the model. The bigger ¢ 1is in relation to F the less
variable the NAIRU will be in the short term, and the faster
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unemployment will move towards the long-run NAIRU(l). In the
extreme case in which @ = 0, the NAIRU will never differ from the

long-run value of UNL.

e " On the other hand, large values of @ relative to &« imply that
the NAIRU will move around in response to shocks which alter actual
unemployment, and unemployment can drift away from the long-run
NAIRU for long periods of time. 1In the extreme case in which ¢ = O,
there is no long-run NAIRU towards which the NAIRU will tend. It
will follow whatever path actual unemployment takes. Actual
unemployment itself will follow a random walk since there are no
forces tending to push it towards equlibrium. If, however, prices
in the goods market depend on the pressure of demand and this is
correlated with unemployment, a long-run NAIRU will be defined in

terms of factors affecting price determination.

8. The dependence of unemployment on 1its own past history and
random shocks is the basic idea of hysteresis in the labour market.
In its extreme form it is characterised by the assumption that o = O
in < 1) and p >0. This might be called full hysteresis. The more
general case in which & >0 in (1) might be called partial
hysteresis, with the term 1in AU representing the hysteretical

element. There is no hysteresis at all when F =0.

(ke There are a number of possible economic explanations for
hysteresis (eg declining job search intensity as the general level
of unemployment and individuals' duration of unemployment rises,
changes in employers' perceptions of the employability of the
unemployed, erosion of human skills). Essentially they amount to
saying that the experience of unemployment in the past, for
individuals and 1in aggregate, reduces the 1likelihood that the
unemployed will be re-employed: bygones are not bygones. Some but

not all of them imply that the long-term unemployed have a weaker

Yl)A slightly more general model which specifies how unemployment
is determined is required to demonstrate such propositions
about the speed of adjustment. Nickell, "Wages and Economic
Activity" (paper for the Keynes Conference), provides some
simple illustrations.
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impact on wages than the short-term unemployed. It can be shown
that this situation could well give rise to a wage egquation

containing a term in AU,

10. Assume that wages are influenced only by the 1level of
unemployment, and that the long-term unemployed have a weaker impact
than the short-term unemployed:

L= &) — « U eV (6}
where US = unemployment rate of short-term unemployed
UL = unemployment rate of long-term unemployed

and XS > °<L

Assume further that the short-term unemployment rate depends partly
on the overall rate of unemployment, but also positively on recent

changes in overall unemployed:
u, = 9u+¢Au (7)

The second term can be explained by the fact that increases in
unemployment are usually associated with increases in the inflow
into short-term unemployment, although there may also be a reduction
in the outflow from either short-term or long-term unemployment (or

both). Long-term unemployment can readily be derived from (7):
U= U-y = ((-8)u—QPau (8)

11. Substituting (7) and (8) into (6) gives:

Du=b¥—(9-<; +(|‘9)°LL>U"¢(&$—— S By (9)

This has the same specification as (1), showing that a differentia-
tion between the short-term and long-term unemployed can produce
partial hysteresis. However it need not do so: if short-term
unemployment did not depend on the change in total unemployment at
all, for example if it were some fixed proportion of total
unemployment, there would be no term in 3w (8Y - 42 none s was

present in (6). Conversely, the existence of partial hysteresic

4

-
I r
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does not necessarily imply that the short-term and 1long-term
unemployed have different effects, Dbecause there are alternative
explanations for a AU term in (1) such as the effects of changes
in unemployment on bargaining strength and of high 1levels of

unemployment on job search intensity.

Empirical evidence

12. Most of the evidence about the impact of unemployment on wages
comes from aggregate time-series analysis. It has never been easy
with post-war data to find an effect of unemployment on the growth
of wages that was neither weak nor unstable. We had an unemployment
term in the wage equation in the Treasury model in the 1970s, but it
did not have strong empirical support. A number of other modellers,
including the National Institute, did not include wunemployment in
the wage equation because they could not find convincing econometric

evidence for it.

13. The picture still 1looks the same with the addition of
information from recent years. Wage growth has gone through a huge
cycle since the 1960s while unemployment has been on an almost
continuously rising trend. The work reported by Penelope Rowlatt in
her working paper last year suggests that there 1is only a weak
effect from the level of unemployment on the growth of wages. It is
slightly stronger if unemployment is defined in terms of the short-
term unemployed only. This tends to suggest that the long-term

unemployed have a still weaker effect.

14. It also appears that a given absolute increase in unemployment
has a lower effect on wages at higher levels of unemployment than at
low levels. In other words the effect seems to be proportionate,
with a rise in unemployment from say 2% to 4% having about the same
effect as a rise from 10% to 20%. However, the margins of error
around the empirical estimates on which these conclusions are based

are gquite large.

15. Work by other people seems to come to much the same conclusion.
It also shows that the estimated impact of unemployment on wages

tends to be weaker in the UK than in other countries.
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16. Although the influence of the level of unemployment seems to be
weak in the UK, there is some evidence, including Penelope Rowlatt's
work, that changes in unemployment have a more important impact on

the growth of wages.

17. Our current view in the Treasury is that there is an effect
from the 1level of unemployment on wages but that it is weak. The
members of the Academic Panel agreed with this view when we
discussed it with them last year. It was noted then that there were
few economists who would go so far as to say that the level of
unemployment had no effect on wages. Most economists seemed to

think that changes in unemployment had a relatively stronger effect.

Implications for the NAIRU

18. Our view that the level of unemployment has an influence on
wage inflation implies that we believe that there is a long-run
NAIRU towards which the system will gradually tend. However, the
relatively strong influence from changes in unemployment implies
that in the meantime there is a short-run NAIRU which moves around

with the actual level of unemployment.

19. Reductions in unemployment that are faster than a critical rate
(Nickell has suggested 1 percentage point a year) will therefore
tend to raise inflation, even if unemployment remains well above the
long-run NAIRU and without allowing for additional inflationary
pressures from outside the labour market(z). However, if
unemployment stabilises at a new lower 1level the short-run NAIRU
will also fall and inflation will tend to move back to its original

level, provided that unemployment remains above the long-run NAIRU.

(Z)The critical rate will depend on the relative size of the &
and co-efficients and on the gap between actual unemploy-
ment and the long-run NAIRU.
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20. The combination of a weak influence from the level of unemploy-
ment and a stronger one from changes in unemployment implies that
unemployment will move towards the long-run NAIRU rather slowly.
The path towards equilibrium will be continually disturbed by new

shocks to unemployment.

21. Reductions 1in unemployment would be fastest if: shocks affect-
ing unemployment were in a favourable direction and 1large; the
influence of the level of unemployment on wages were strong; other
factors were tending to reduce the growth of wages. Setting aside
the first case as being outside the scope of this annex (although
perhaps quantitatively the most important in reality), the other two
can be characterised as speeding up the adjustment towards the long-
run NAIRU and reducing the long-run NAIRU itself(3).

22. This distinction may be analytically useful - for example, it
implies that reductions in the 1long-run NAIRU may have little
influence on actual unemployment as long as the speed of adjustment
is slow. But it may be less useful in practice, partly because it
is not always clear whether policy measures and other changes will
operate on the speed of adjustment or on the long-run NAIRU itself.
Measures which contribute to the flexibility and effectiveness of
the unemployed, such as training, may, for example, work on both:
they may cause them to compete harder for jobs and hence 1increase
their 1impact on wages; and they may also increase effective labour

supply in the long-term and hence reduce the long-run NAIRU.

23. The distinction could Dbe important in practice if actual
unemployment were very close to the long-run NAIRU. 1In this case
sustainable reductions in unemployment could only be achieved by
reducing the NAIRU itself. Speeding up the adjustment process would
not necessarily reduce unemployment very much, assuming that rising
inflation 1is to be prevented. It is therefore important to have

some rough idea of the value of the long-run NAIRU.

(3)

In terms of the simple model above, they correspond to raising
o and reducing Z in equation (1).
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24. Econometric studies of wages are not precise enough to produce

reliable estimates of the long-run NAIRU. But there are two reasons

for thinking that it is well below current levels of

unemployment .

First, this 1is the conclusion to be drawn from all the empirical
studies of the UK: the work of both Nickell and Minford, despite

their different wviews on many things, points in this direction.

Secondly, many of the factors which may have been working in the

1960s and 1970s to raise the long-run NAIRU (rising real benefits,

increasing trades union power, unchanged real wage

aspirations

combined with slower productivity growth and an adverse terms of

trade shift, rising tax burden) have been reversed in recent years.

Thus, unless the long-term NAIRU at its peak was well

unemployment, which seems unlikely, it will be below it

25. Thus we conclude that there 1is no need in
distinguish Dbetween speeding up the movement towards
NAIRU and reducing the NAIRU itself.

above actual

now.

practice i ito

the long-run



