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Regional Employment Prospects to the Year 2000

This Bulletin focuses on regional employment pros-
pects over the next 10 years. It begins by describing the
employment scenarios for each of the 11 standard
planning regions in the UK and then goes on to discuss
labour supply, migration and unemployment. The
projections are based on a study carried out in 1989/90
as a prelude to more in-depth investigations which are
now underway. Projections of regional labour markets
from the latter will be published in 1991. Although the
current results may be revised in the light of this major
exercise, the broad spatial differences and variations in
trends described in this Bulletin are probably fairly
robust.

Regional Profiles for 1989 - 2000

South East. Net employment growth is forecast to fall
to below the national average during the 1989-2000
period. De-industrialisation is expected to continue in
the South East, particularly in Greater London, with
continuing service sector employment growth. By the
year 2000, about 80 % of employment is forecast to be
in the service sector (i.e. transport and communication,
government services and private services). This trend
occurs despite the fact that the growth in service sector
employment in the South East is projected to decline in
the next decade to below the national rate, with very
little employment change in government services in
the region. Output increases in the transport and
communication sector expected after 1992 are to be
likely offset by productivity gains in the industry. The
rate of increase in employment in this sector is ex-
pected to be about the national average. Manufacturing
job losses are projected to be concentrated in the
engineering, other manufacturing and textile, clothing
and footwear industries.
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In the latter sector, nearly half of all employment in
Greater London seems likely to disappear by the end
of the decade.
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East Anglia. East Anglia is expected to be one of the
UK's most buoyant economies over the next decade.
Employment in the region is forecast to increase by
around a quarter over the period from 1989 to the year
2000, with slightly slower growth up to 1992 than in the
remainder of the decade. Manufacturing employment is
projected to continue to expand, albeit at a slower rate
than in recent years. The sector is expected to benefit
from further decentralisation by firms in the congested
South East. Chemicals is the fastest growing manufactur-
ing industry.
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The other manufacturing sector, which contains many
varied manufacturing activities conducted by small enter-
prises, is projected to grow faster than the average. The
forecasts suggest that while textiles, clothing and footwear
will decline slightly, the remainder of the manufacturing
industries will maintain 1989 employment levels over the
period to the year 2000. The construction sector is pro-
jected to be well above the average, and it is expected to
provide around 35 thousand additional jobs. The rate of
increase of private services employment is expected to
exceed that of total employment, with 150 thousand extra
jobs being created.

South West. Future employment growth in the South
West is forecast to average 1.3 % per annum, compared
to 0.5 % per annum for the UK. The majority of the
roughly 16 % increase in jobs up to the year 2000 are
projected to be ir transport and communication, private
services and government services. These sectors are
expected to account for around 70 per cent of employ-
ment by the year 2000, a proportion second only to the
South East. Manufacturing employment is not forecast to
decline in this region until the middle of the decade. Most
manufacturing sectors are projected to maintain a stable
level of employment but a projected small increase in the
chemical sector is expected to be offset by further decline
in textiles, clothing and footwear and other manufactur-
ing towards the late 1990s

West Midlands. Employment levels in the West Mid-
lands region are forecast to increase by less than 1/2 %
per annum over the period from 1989 to the year 2000.
Overall growth is less in the first half of the period, with
employment expected to decline slightly until 1995.
Recent manufacturing growth is expected to be reversed,
resulting in the loss of 90 thousand jobs by 2000. Asa
consequence, this sector's share of employment is ex-
pected to fall from 30% in 1989 to 25% in 2000, although
this is still above the forecast of 18% for the UK as a
whole. The only industries projected to grow over the
next decade are the mineral products and other manufac-
turing sectors.  Public utilities are forecast to experi-
ence an above average decline of about 3% per annum.
Transport and communication is forecast to decline rela-
tive to the national average. The main growth sectors are
distribution and private services. Nevertheless, these are
only expected to grow slowly over the decade. As acon-
sequence, the prospects for the West Midlands appear
somewhat less favourable than regions further south.

East Midlands. Above average employment growth is
forecast for the East Midlands to the year 2000, only just
below that for East Anglia and the South West. Manufac-
turing employment is projected to decline albeit at a
below average rate and its share of total employment will
continue to fall. The rate of job loss in metal manufactur-
ing is expected to-accelerate to just under 5% per annum
in the region, while the engineering sector is forecast to
contract by 20,000 jobs. Earlier, quite rapid growth of the
minerals and other manufacturing industries over the
period 1983-89, is projected to slow significantly. How-
ever, the latter will still be growing at the fastestrate of all
regions and contribute about 20 thousand additional jobs.
The below average share of employment in services is
likely to be maintained to the year 2000; the service
sector is projected to account for 65% of employment by
the year 2000 compared with 72% nationally. However,
private services are expected to expand at nearly twice
the UK rate between 1989-2000 and government services
at three times the UK rate. Private services account for
much of the projected job increases in this region; other
business services alone seems likely to increase by a little
under 90 thousand. Strong construction growth over the
period is also projected, giving rise to more than 10 thou-
sand additional jobs.
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Yorkshire & Humberside. In common with the other
regions in the north of the UK and the West Midlands,
Yorkshire and Humberside is forecast to increase its
employment base very siowly up to the year 2000, at a
rate of only 0.4% per annum. Manufacturing is expected
to continue to shed jobs, although, in contrast to previous
performance, at a slower rate than the UK and elsewhere
as a whole by the end of the decade. Engineering
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is expected to bear the brunt of the decline with net job
losses of around 35 thousand. Substantial job losses of
around 20 thousand are projected for textiles, clothing and
footwear. Employment in minerals, chemicals and other
manufacturing is projected to remain virtually static. Growth
in service employment is expected to be concentrated in
other services and health and education, with over 100
thousand and over 40 thousand additional jobs respec-
tively. Business service growth is, however, small and
below the national average. Transport and communica-
tion, the remaining tertiary sector, is projected to remain
almost static in employment terms - following on from the
sharp decline of 1983-89.

North West. Although recovered from the distrastrous
job losses of the early 1980s, this region is projected to
experience virtually static employment over the first half
of the decade. Manufacturing is projected to continue to
lose jobs at a substantial rate, 130 thousand by 2000. En-
gineering, textiles, clothing and footwear, and other
manufacturing will be hardest hit. Construction is also
likely to decline, by around 12 thousand. The service
sector will just about compensate for the loss of jobs in
manufacturing. Other services provide most of this
growth along with education and health, public admini-
stration and business services (nearly 200 thousand jobs
in all). This region clearly under-performs compared to
the national economy as a whole. Moreover, the reliance
on traditional industry makes the region particularly vul-
nerable to fluctuations in economic growth.

North. The North, like the North West, was badly
affected by the recession of 1979-83. Since then employ-
ment has recovered somewhat, assisted in part by inward
investment such as that by Nissan. Manufacturing em-
ployment has been static since 1983 but this is not
expected to persist. In the decade up to the year 2000,
further reductions in manufacturing employment are
expected at a rate of about 1.5% per year. All manufac-
turing sectors except chemicals and other manufacturing
can expect substantial reductions in the number of jobs,
around 40 thousand net. It is expected that the service
sector will grow, offsetting these job losses particularly
other services, public administration, and business serv-
ices.

Wales. The rapid employment growth of the late 1980s
is expected to weaken during the first half of the 1990s.
However, further employment expansion is expected
during the second half of the decade, resulting in growth
of 0.4% per annum over the period taken as a whole.

Contraction of mining and public utulities, at approxi-
mately the national rate, is projected to continue until the
year 2000. Manufacturing is forecast to remain virtually
unchanged over the period, giving Wales a more favour-
able position than many of the other regions, particularly
compared with say, the North West. Relatively low rates of
employment decline are forecast in the textiles, chemicals
and food, drink and tobacco industries. Engineering how-
ever, is expected to remain at current employment levels or
even grow, moving slightly against the general trend of
engineering employment decline in the UK as a whole.
Construction and transport and communication are fore-
cast to continue to perform relatively less well, but govern-
ment services growth is forecast to be double the average
Welsh growth and treble the UK rate. Private services
employment growth is predicted to slow right down to 1%
perannum. The proportion employed in this sector will rise
from 37% in 1989 to 40% by the year 2000.

Scotland. Scottish employment is forecast to grow quite
slowly overall, around 25 thousand over the decade.
Scotland's forecast employment change is in the middle
of a-ranking of regional performances. Of the future
growth industries, private services will provide the vast
majority of new jobs in Scotland, as it does in the UK as
a whole. Around 140 thousand jobs are expected to be
created in this sector in Scotland by the year 2000.
However, this sector is forecast to grow less rapidly in
Scotland than in the UK although its growth rate is
expected to approach that of the UK during the period
1995-2000. Tourism and leisure are expected to become
the major growth industries within the service sector in
the 1990s in Scotland. The financial and corporate office
sectors of Edinburgh and Glasgow are also expected to
prosper. Transport and communication, however, is
projected to remain static over the next eleven years,
while the construction sector is expected to decline
slightly. As elsewhere in Great Britain, the manufactur-
ing sector will experience substantial employer decline
of around 70 thousand jobs, mainly in engineering, and
food, drink and tobacco.

Northern Ireland. Employment in Northern Ireland is
forecast to contract until 1995; slow growth is projected
for the second half of the decade. Asaconsequence, little
change in total employment is expected. No other region
is expected to perform worse over the next decade. Job
losses in the manufacturing sector are expected to accel-
erate to nearly 1.5% per annum between 1989-2000. The
textiles industry is forecast to decline by just over 3% per
annum, while food, drink and tobacco is expected to
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exhibit similar trends. These two sectors will account for
a decline of around 10 thousand jobs. In contrast, the
chemicals industry is projected to grow, at arate of nearly
0.5% per annum, compared to national decline of around
0.5% per annum. Transport and communication is ex-
pected to stagnate in the 1990s, withlittle change overthe
decade. Most striking is the lack of growth in the service
sectors which, elsewhere in the United Kingdom, have
generated substantial additional employment. Business
services and other services remain virtually unchanged.
Only public services, notably education and health, in-
crease over the decade. The overall impression of the
prospects for this region is one of stagnation.

Other Labour Market Developments

Labour Supply Throughout the recessionary period the
South East, South West, East Anglia and East Midlands
were the only regions to expand their labour forces. In
contrast there was across-the-board expansion after 1983.
The national labour force grew by just 1% per annum
between 1983 and 1986, but this increase had slowed to
just0.5% per annum between 1986 and 1989. During the
latter half of the 1980s, the South East, South West, East
Angliaand Wales exhibited labour force growthinexcess
of 1% per annum. At the opposite extreme, the West
Midlands, Yorkshire and Humberside, the North as well
as Scotland and Northern Ireland experienced small
reductions in the size of their labour.

Growth of the labour force is expected to be much lower
in the period between 1989-92, increasing at a rate of
0.1% per annum for the UK as a whole. The South West
and East Anglia have the fastest projected rate of labour
force expansion, as well as the biggest growth in net in-
migration. In contrast, the congested South East is
projected to see a slight fall in its Jabour force up to 1992
and only average growth thereafter, which is expected to
constrain future employment growth in the region. Overall
decreases in regional labour forces are forecast for the
North West, Scotland and Northern Ireland regions, with
the labour force remaining unchanged in the North.
Within the North and North West, the effects of the low
employment growth projected are expected to be miti-
gated by the static or reduced labour supply, although
unemployment is still expected to be relatively high in
both regions until 2000.

The forecast contraction in the number of 16-24 year olds
in the labour force is a key feature of the early 1990s. The
largest falls between 1987-95 are predicted to be in the

North West (-25%) and Scotland (-24%). However, once
the slackness of the regional labour markets is taken into
account, by ascertaining the fall in the labour force as a
percentage of 16-24 year olds unemployed, the South
Eastappears likely to experience the largest shortfall. For
this region, the projected fall in 16-24 year olds in the
labour force is more than twice the projected number
unemployed in this age group for 1987-95.

Participation Rates. Changes in participation during the
1980s reflected, in part, the reduction in economic oppor-
tunities in a number of regions during the recession. Falls
in participation occurred between 1980 and 1989 in the
West Midlands, Yorkshire and Humberside, the North
West, the North, Scotland and Northern Ireland. The
reductions in the West Midlands and the North West are
notable since these regions had the highest participation
rates outside the South East for most of the post-war
period. In regions which fared relatively well during the
recession and subsequent recovery, such as the South

- East and East Anglia, participation rates increased. Within

the South East, activity rates are currently around 84%,
almost 10 percentage points above average activity rates
in the north of UK. Labour shortages, rapidly rising
house prices and wage levels have pushed up activity
rates in the south.

UK participation levels are set to continue rising over the
next twelve years from an average of about 77% in 1989
to over 79% by the year 2000. Regional activity rates in
1989 ranged from just over 70% in the North to about
84% in the South East, with all southern regions having a
generally high level of participation. This level is ex-
pected to persist in the year 2000. The range of activity
rates among regions is projected to move upwards to be-
tween 72% and 86%. The South East, South West and
East Anglia are all projected to have participation rates in
excess of 80%. The North, North West, Scotland, Wales
and Northern Ireland are all forecast to exhibit below
average activity rates.

Migration. The long-term trend of north-south migra-
tion has continued over the last 5 years, with the northern
regions and the West Midlands losing working-age popu-
lation to the more prosperous East Midlands and southern
regions. Net in-migration composition in the destination
region varies: in the South East in-migration is concen-
trated in the 15-44 age group whereas the South West
attracts proportionally more in the retirement age bracket.

The South West has experienced the highest net in-migra-
tion; the region's activity rates, however, have risen only
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slowly and remain below the national average. The
labour force expansion due to high net in-migration may
have restrained wage levels in the region. Wales has
experienced net in-migration, assisted by the South East
overspill effect. The North West, Scotland and Northern
Ireland have a history of high working-age out-migration,
which is currently rising again. Combined with this, low
and declining activity rates have resulted in little change
in the size of the labour force in these regions.

Traditional north-south migration of working-age popu-
lation is forecast to continue unabated between 1989-
2000. The principal regions to lose working-age popula-
tion are predicted to be the North West, Scotland and
Northern Ireland. The decentralisation of population
from Greater London is expected to continue, and to
outweigh the in-migration into the rest of the South West.
The 1990s will be a decade of net out-migration from the
South East, in marked contrast to earlier periods. East
Anglia and the South West are expected to be the main
recipients of net in-migration. The only other regions to
experience net in-migration are the East Midlands and
Wales, both receiving a relatively small influx.

Unemployment. The recovery of employment across all
regions during the period 1983 to 1989 was associated
with a widespread and substantial fall in regional unem-
ployment rates. Unemployment differentials in 1989,
however, were still as marked as during the recession
centred on 1980-81. Unemployment declined in all
regions; by 1989, unemployment rates had diminished to
half their 1983 levels in the south, Midlands and York-
shire and Humberside. In the remainder of the country,
however, the (above-average) unemployment levels of
1983 had only beenreduced by a third by 1989, whilst the
very high rate in Northern Ireland remained almost un-
changed from its 1983 level, significantly worsening in
relative terms. The unemployment/vacancy ratio (u/v)
for the UK as a whole fell from 24 in 1981 to 9 in 1988,
reflecting the increase in employment opportunities since
the recession. Extreme values of u/v ratios by region,
however, persisted throughout the period; Northern Ire-
land's u/v ratio was still 40 in 1988, although it had fallen
from 123 in 1981. Both the unemployment rate and the
u/v ratio for Northern Ireland have consistently been
around four times the national average.

With employment growth forecast to slow down t0 0.4%
per annum between 1989-2000, unemployment will not
continue to drop rapidly. At the time of the forecasts the
the UK unemployment rate was nearly 6.5%. This is
expected to fall from its 1989 level to about 5% by the

year 2000. All regions are forecast to experience falling
unemployment rates to the year 2000. Northern Ireland's
rate of just under 15% in the year 2000 is expected
to be by far the worst regional unemployment rate.
This is associated with low employment growth and a
continuation of the region's high birth rate. The lowest
unemployment rates are expected to be in the South East,
South West, East Midlands and East Anglia regions.
Unemployment in these regions may be as low as 3.5%.
There is evidence of a north-south split in unemployment
rates, ranging from about 8.5% in the north, compared
with about 3.5% in the south.

Economic Change Across the North-South Divide
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Conclusions

The north-south divide has been a major focus of the
recent spatial economics literature. While the results
described above suggest the existence and persistence of
an imbalance in employment opportunities between the
north and south of the UK, the precise result depends on
how the two broad regions are defined. The East and
West Midlands, in particular, are difficult to allocate. In
addition, there are obvious dangers in a broad, "north-
south” classification; the northern regions contain some
prosperous localities such as Kendal (Cumbria) and
Harrogate (North Yorkshire), while the south has a number
of pockets of relatively high unemployment, as in Deal
(Kent) and Redruth and Camborne (Cornwall ).

Despite the problems of interpretation, there is general
evidence that the divergence in economic prospects be-
tween north and south will continue to grow over the next
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decade, with employment growth virtually restricted to
the south and midlands regions. This can be seen clearly
in the chart showing economic change across the north-
south divide. Manufacturing job decreases are common
to all the broad regions, though marginally worse outside
of the south and, more particularly, in the industrial north.
Within the private services sector, a spillover effect from
the South East is expected to divert much of the employ-
ment opportunities to the East Midlands and East Anglia,
with Wales also predicted to benefit in the medium term.
Further north, the loss of working-age population is
expected to restrict future private services growth. Un-
employment is projected to converge on rates between 6
and 8% in the northern half of the UK, except for
Northern Ireland, where the problem is accentuated by
significantly higher than average birth rates. The south-
ern part of the UK, by contrast, is projected to have
average unemployment rates of around 3.5% by 2000 -
less than a half of the northern rate.

Technical Note

The regional projections are broadly consistent with the
IER national forecasts published in the Review of the
Economy and Employment 1990. National employ-
ment, unemployment, and output forecasts by industry
are used both in estimating regional figures and in con-
straining the regional totals. The regional results are, of
course, dependent upon the assumptions made in the
national model.
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The first volume of the 1990 Review is devoted to an examination
of employment trends among UK small firms (those with fewer
than 100 employees) and is part of the Institute's medium-term
assessment of labour market developments. Using time-series
information on employment for the manufacturing sector and
trends in registration for VAT for the service sector, alternative
scenarios for the projected growth of small businesses are pre-
sented. Although the small firms sector is in a continual state of
flux, the indications are that such firms have become an increas-
ingly important component of the UK economy over the past
decade.
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