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Sluggish growth hits employment
2005 was nothing like a recession. The economy

continued to grow – but at just 1.8 per cent in real

terms – the slowest since 1992 (Compendium 

Table 1). Consumer spending also grew at the same

rate, but this was the lowest level of growth since 1995

(Compendium Table 3). 

This slowing of growth was sufficient to support

further growth in the total numbers in employment,

but not to keep pace with the growth in the working

age population. Unemployment (on the ILO

definition) rose only marginally between the Spring of

2004 and the Spring of 2005 (Compendium Table 4),

but more sharply in the year to the Spring of 2006, by

just over a quarter of a million to 1.64 million.

Nonetheless this was still lower than in 1999, and

considerably lower than in the early years of the 1990s.

Similarly, while claimant unemployment rose

marginally in 2005 (having fallen in every year since

1993), by the second quarter of 2006 it had risen to

950,000. While getting close to the symbolically

significant 1 million figure this is still lower than

just five years earlier. 

Labour market trends
Looking ahead, the latest national and regional

labour market projections by the Institute for

Employment Research at the University of Warwick

have now been published, covering the period 2004-

2014. These projections provide an important

resource for the development of housing and

regeneration policies at both the regional and local

level. Those policies need to be based on an

understanding of the dynamics of economic and

labour market change, just as much as the impact of

demographic trends and changing household

preferences. 

The Review includes just three key tables from those

projections, and these can only hint at the wealth of

detailed sectoral and regional analyses contained in

the Warwick reports. 

Table 2.1.1 shows that the trends toward increased

female and part-time working are projected to

continue over the decade, although full-time

employment is also projected to grow, albeit 

more slowly. While both male and female self-

employment are projected to fall, full-time jobs are

still expected to decline by 2014 as a proportion of

the total labour force. However, in all cases the

changes are quite modest. 

In occupational terms there is a continuing increase

in managerial, professional, sales and service

employment, set against a continuing decline in

elementary, transport and machine operative, skilled

trade and administrative and clerical employment

(Table 2.1.2). The most rapid (proportional)

projected increase over the decade to 2014 is in

professional occupations (19.7 per cent), while the
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Table 2.1.1 Male and female employment  2004-2014
Thousands

2004 2009 2014 Change 2004 - 2014

Male Female Total Male Female Total Male Female Total Male Female Total

Full-time 11,244 6,680 17,924 11,641 6,834 18,296 11,688 6,993 18,681 444 313 757

Part-time 2,071 6,232 8,302 2,232 6,460 8,692 2,435 6,707 9,142 364 475 840

Self-employed 2,800 1,073 3,873 2,710 1,006 3,717 2,627 950 3,577 - 173 - 123 - 296

Total 16,115 13,985 30,099 16,404 14,301 30,705 16,749 14,650 31,399 634 665 1,300

Source: Working Futures: National Report.



most rapid projected decline is in elementary

occupations (-19.8 per cent). It is also notable that

the overall rate of projected employment growth

over the decade to 2014 (4.3 per cent) is little more

than half the rate achieved over the previous two

decades. 

The projected regional levels of employment, and

changes over the years from 1984 to 2014 are shown

in Table 2.1.3. Employment growth over the coming

decade is expected to be most rapid in London and

the South East (6.4 per cent and 6.8 per cent

respectively), and least rapid in Scotland, the North

East and the West Midlands (2.0 per cent, 2.5 per

cent and 2.6 per cent respectively). 

If – as seems likely – these projections are not

modified by a more substantial effort to switch

public sector employment away from London and

the South East, the expected levels of employment

growth in those regions will add to the existing

housing market pressures in those regions. These

projections can be usefully compared with the new

demographic projections considered in the

Contemporary issues Chapter 3. 

These labour market results are linked to broader

projections of the UK unemployment rate rising (on

the ILO measure) from 4.9 per cent in 2004 to 5.6

per cent in 2014, while the economic activity rate

(among the population aged 16 or over) is also

projected to marginally decline from 61.1 per cent to

60.4 per cent by 2014. Within that wider trend

economic activity by women aged 25-50 is expected
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Table 2.1.2 Employment by occupational category 1984-2014
Thousands

Percentage
Occupational categories 1984 1994 2004 2009 2014 change 

2004 - 2014

Managers and senior officials 3,096 3,629 4,609 4,906 5,227 13.4
Professional 2,165 2,674 3,539 3,876 4,236 19.7
Associate professional and technical 2,593 3,218 4,302 4,521 4,758 10.6
Administrative, clerical and secretarial 3,843 3,955 3,790 3,627 3,463 - 8.6
Skilled trades 4,211 3,642 3,433 3,355 3,283 - 4.4
Personal service 1,054 1,509 2,244 2,449 2,668 18.9
Sales and customer service 1,565 1,872 2,412 2,594 2,788 15.6
Transport and machine operatives 3,018 2,596 2,367 2,307 2,249 - 5.0
Elementary occupations 4,131 3,680 3,403 3,070 2,728 - 19.8

Total 25,676 26,775 30,099 30,705 31,399 4.3

Source: Working Futures: National Report.

Table 2.1.3 Employment by region 1984-2014
Thousands

Percentage
change

Region 1984 1994 2004 2014 2004 - 2014

London 4,063 3,818 4,496 4,785 6.4
South East 3,328 3,638 4,227 4,514 6.8
East of England 2,217 2,354 2,751 2,885 4.9
South West 1,964 2,233 2,545 2,646 4.0
East Midlands 2,331 2,384 2,599 2,689 3.5
West Midlands 1,711 1,842 2,004 2,056 2.6
Yorkshire & The Humber 2,114 2,241 2,444 2,540 3.9
North West 2,992 2,994 3,358 3,459 3.0
North East 1,032 1,045 1,093 1,120 2.5

England 21,754 22,550 25,517 26,694 4.6
Wales 1,117 1,214 1,271 1,318 3.7
Scotland 2,235 2,369 2,522 2,572 2.0
Northern Ireland 570 643 789 816 3.4

United Kingdom 25,676 26,775 30,099 31,399 4.3

Source: Working Futures: National Report.



to rise, but this will be more than offset by declines

for most other age and gender groups. 

Economic prospects
Underlying the Warwick labour market projections

lies a relatively benign economic forecast of

sustained but moderate economic growth, with of

GDP growth averaging 2.3 per cent over the years to

2009, and then 2.4 per cent in the following five

years. This is consistent with the lower end of the

range of GDP growth forecast in the Budget for the

years to 2008 (Compendium Table 11), and

completely in line with average independent

forecasts for those years. 

As ever, many of the economic uncertainties ahead

that potentially threaten the stability of the UK

economy lie around the world. This year there are

particular concerns about the collapse of the US

housing market, and the wider impacts this could

have on the US and world economies. In part this is

in turn linked to the uncertainties and fluctuations

in oil prices, and the continuing political and

military instability in the Middle East. 

Meanwhile, in the UK, the housing market

moderated in 2005, with a fairly substantial fall in

levels of property transactions (Compendium Table

39), and the annual rate of house price rises falling

to 6.5 per cent (Compendium Table 47b). This is

only the second time over the last nine years that

annual house price rises have been below 10 per

cent, but even so this moderation might be

considered to be only a modest response to the three

separate quarter point rises in base rate made by the

Bank of England during 2004. The rise in house

prices in the year still substantially exceeded

earnings growth (Compendium Table 2), and thus

housing market affordability continued to worsen

over the year (See Commentary Chapter 3). 

However, with the slowing rate of house price rises,

and the fall in property transactions, levels of equity

withdrawal eased back again from the record levels

reached in 2003 (Compendium Table 7 and Figure

2.1.1). Even so it still amounted to some £44 billion

– or 5.84 per cent of consumer spending in the year. 

The further quarter point base rate rise in August

2006 to 4.75 per cent (reversing the quarter point

reduction made a year earlier) is unlikely to have

any great impact on house prices and equity

withdrawal in 2006. Property transactions increased

in the first half of the year, and the Bank of

England’s figures for equity withdrawal also showed

a small rise in the first quarter of the year. 

Public spending
There have been no substantial changes in the

government’s public expenditure plans this year,

following the deferment of the Spending Review,

and its recasting as a more fundamental

Comprehensive Spending Review (CSR). The overall

scope for increased public spending following the

next CSR remain very limited given the current state

of the government’s finances (Compendium Table

12c) and the self imposed constraints of the

Chancellor’s ‘golden rule’. 

While there is a prior commitment to a further

increase in investment in new affordable housing in
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Figure 2.1.1 Equity withdrawal as a percentage of consumer spending
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other areas the financial constraints are likely to

require some hard decisions, and some

disappointments. 

Revisions to Compendium Table 15
Following the changes in the way the government

records its public spending by function

Compendium Table 15 has been recast.

Compendium Table 15a shows historic data on

spending between 1980/81 and 2000/01, and

highlights the sharp cut back in housing

expenditures over those two decades. Compendium

Table 15b then shows the spending following the

government’s new functional categorisations for the

years from 1987/88 to 2005/06, while Compendium

Table 15c shows the same spending expressed in

constant 2004/05 prices. In the new table housing

expenditure is shown as ‘Housing and community

amenities’, and this includes expenditure on

planning as well as housing.
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