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Monthly Economic Briefing


Number 3: February 2009
----------------------------------------------------------------------------------------------------------------------------------
Introduction

This is the third monthly economic briefing which outlines some of the recent economic developments at an international, national, regional and county level.  While not exhaustive, it provides a snapshot of the current economic climate and attempts to make some predictions as to the outlook for the economy in the short to medium term. It is our intention to issue this briefing on a monthly basis, and we welcome feedback or commentary for inclusion.
“There is now a plausible possibility that the current UK recession may be even more severe than the recession in the early 1980’s” – David Blanchflower, Bank of England Monetary Policy Committee
International Context
· The International Monetary Fund (IMF) expects world growth to rise at no more than 0.5% in 2009 as the “scale and scope of the current financial crises has taken the global economy into unchartered waters” and will be the lowest rate of growth since the Second World War.

· The IMF report states that economic recovery will not be possible until the financial sector begins to function properly again. It predicts that the US economy will contract by 1.6% in 2009, Germany by 2.5%, Japan by 2.6% and the UK by 2.8% to worst performance of any of the advanced economies.

· The International Labour Organisation (ILO) predicts that 50 million jobs will be lost around the world in 2009, taking world unemployment from 6% in 2008 to 7.1% in 2009. On one single day - 26 January – more than 70,000 job losses were announced including Caterpillar (20,000), Pfizer (8,000), ING (7,000), Phillips (6,000) and Corus (3,500).

· The US economy shed 632,000 jobs in December 2008, with total unemployment reaching 11.1 million and the unemployment rate rising to 7.2%. Since the start of the downturn in December 2007, the number of unemployed persons has grown by 3.6 million and the unemployment rate has risen by 2.3%.
· In Japan, industrial output declined by 9.6% in December, the largest contraction since records began as exports slumped. Official figures showed that 2.7 million people were unemployed a rise of 400,000 in the last 12 months, making an unemployment rate of 4.4% a three year high.
· In December 2008, new European car registrations declined by 17.8%. The market dropped by an extraordinary 94.6% in Iceland, 61.9% in Ireland, 49.9% in Spain, 21.2% in UK, 15.8% in France, 13.3% in Italy and 6.6% in Germany.
National Context

Growth Prospects

· The UK is now in recession for the first time since 1991, official government figures have confirmed. Gross Domestic Product (GDP) fell by 1.5% in the last three months of 2008 after a revised 0.6% fall in the previous quarter. That means that the widely accepted definition of a recession – two consecutive quarters of falling economic growth – has been met. It represents the biggest quarter on quarter decline since 1980.

Inflation

· The Consumer Price Inflation (CPI) rate continues to fall sharply to an annual rate of 3.1% in December. The biggest factor was the cut in VAT from 17.5% to 15% announced in the pre budget report of 24 November. The (CPI) rate is still well above the Government’s target rate of 2%, but has fallen sharply from a peak of 5.2% in September 2008.
· The headline Retail Prices Index (RPI) measure fell to 0.9% from 3% in November, the biggest fall in 28 years. RPI takes account of mortgage costs, which also fell following December’s cut in interest rates.

Interest Rates
· The Bank of England cut interest rates in February 2009 to 1%, the lowest level in its 315 year history, as it continues efforts to aid economic recovery. 
· Financial markets believe the prospect of sharply lower growth and weakening inflation may prompt further reductions and some commentators believe the bank rate may follow the lead of the Federal Reserve in the United States and drop towards 0% in 2009.

Employment

· There has been a fall in both the number of people in employment. The number of people in employment for the three months to November 2008 was 29.39 million, down 26,000 over the quarter.

· The employment rate for people of working age was 74.2% for the three months to November 2008 down 0.2% from the previous quarter and down 0.5% over the year.

Unemployment 

· The unemployment figures for December 2008 as measured by the claimant count increased to 1,153,000 a rise of 77,900 over the previous month and 349,500 over the previous 12 months. This was the highest claimant count figure since January 2000. The overall unemployment rate rose from 2.8% to 3% of the workforce. 
· On the broader International Labour Organisation measure, unemployment increased by 131,000 in the three months to November 2008 to reach 1.92 million - the highest figure since the three months to September 1997. The unemployment rate climbed to 6.1%, up 0.4 percentage points over the previous quarter and up 0.9% on the year.
Vacancies

· There were 530,000 job vacancies in the three months to December 2008, down 69,000 over the previous quarter and down 153,000 over the year. This is the lowest figure since comparable records began in 2001.
Regional Context

Joint Economic Commission (JEC) for the North West

The Joint Economic Commission for the North West held its third meeting on Monday 2 February 2009. Minister for the North West Beverley Hughes said: “The Government is working hard to pull together the support we need to tackle the economic downturn and offer real help now to families, businesses and local communities to give real hope for the future. The Government has invested in extra help and support for those faced with losing their jobs. A ‘Rapid Response Service’ (RRS) is also managed by Jobcentre Plus and aims to help people affected by redundancy to make a successful transition back into employment. It can include skills training analysis, job focused training and an action fund to cover initial expenses for individuals facing financial barriers to employment. The funding for the Jobcentre Plus Rapid Response Service was recently doubled from £3 million to £6 million, so that we can provide extra support to employees of large-scale redundancies.
The JEC also agreed the following actions:

· The JEC to consider further how to encourage local authorities to ensure that their main contractors make prompt payments to their supply chain.

· Greater Manchester Chamber of Commerce to report back to the next meeting with an analysis on the impact of bank lending / credit in the region.

· Government Office for the North West to provide the Regional Minister with a paper setting out some of the planning issues / barriers.

· Homes and Communities Agency to report at the next meeting on the progress with the 20 housing priority sites.

· Jobcentre Plus to provide the JEC with more detail on the link between supporting businesses and providing help to individuals.

· NWDA to provide a more detailed update on longer-term projects.

· NW Regional Skills and Employment Board to provide a report on the skills needed for the upturn.
· Government Office for the North West to consider the impact on wider communities and report back.
Cumbrian Context

Unemployment
· The monthly unemployment figures for December 2008 were released by the Office for National Statistics on 21 January 2009. The claimant count in Cumbria rose by 468 between November and December to reach 6,370 with the count rising in all districts. Over the year from December 2007 to December 2008 the total count rose in all districts with an overall rise of 1,785 across Cumbria. The largest proportionate rise in unemployment over the past 12 months have been in South Lakeland and Eden although the two Districts still have the lowest actual levels of unemployment.
	Residence - Based Claimant Count Rates – December  2008

	Area
	All Persons
	Monthly Change (All Persons)
	Annual Change (All Persons)

	
	Number
	Rate
	Number
	% of Total
	Number
	% of Total

	UK
	1,153,328
	3.0
	97,183
	8.4
	362,958
	31.4

	North West
	149,439
	3.5
	11,803
	7.9
	45,417
	30.4

	Cumbria
	6,370
	2.1
	468
	7.3
	1,785
	28.0

	Local Authority Districts

	Allerdale
	1,439
	2.6
	88
	6.1
	477
	33.1

	Barrow
	1,205
	2.8
	48
	3.9
	178
	14.7

	Carlisle
	1,540
	2.4
	101
	6.5
	510
	33.1

	Copeland
	1,273
	2.9
	97
	7.6
	253
	19.8

	Eden 
	310
	1.0
	54
	17.4
	120
	38.7

	South Lakeland
	603
	1.0
	80
	13.2
	247
	40.9


Notified Vacancies
· The number of new vacancies notified to Job Centre Plus in Cumbria in the month to 5 December 2008 was 1,677 a fall of 721 compared to the number notified in the previous month. There were 1,098 fewer new vacancies notified in the month compared to the same month a year previous. The number of new vacancies over the year fell in five Districts: Allerdale (-238), Barrow (-132), Carlisle (-522), Eden (-13) and South Lakeland (-220) but rose in Copeland (+27).
Jobs Lost and Gained – January 2009
· Through monitoring the local press we have been able to estimate both redundancies and new jobs created over the past month. In January, Cumbria had some positive news as Prime Minister Gordon Brown opened the new HM Revenue and Customs Call Centre at Lillyhall near Workington which to date has created 403 new jobs. Over 100 jobs losses were announced in all six Districts of Cumbria and these are shown in the table below with the detail given in Appendix 1-2.
	
	Jobs Lost
	Jobs Gained
	TOTAL

	Allerdale
	19
	403
	+384

	Barrow
	23
	0
	-23

	Carlisle
	5
	0
	-5

	Copeland
	6
	0
	-6

	Eden 
	53
	25
	-28

	South Lakeland
	8
	0
	-8

	Cumbria wide
	-
	-
	

	
	
	
	

	TOTAL
	114
	428
	+314


Economic Outlook for Cumbria
Business Link North West is using a Commercial Delphi Risk Profiling model supplied by Experian as a way of identifying the risk of trading with, or lending to businesses. Of the 36,000 businesses in Cumbria (only 17,000 of which are VAT registered) some 2,747 businesses (7.6%) are at maximum risk of commercial failure. This shows that the business failure rate in Cumbria is lower than in other sub regions in the Northwest.  The Business Failure Rate in Cumbria is rising but not as steeply as other Sub-Regions in the Northwest and it has not yet reached levels experienced during the Foot and Mouth Crisis in 2001. Indeed the rate of Company Insolvencies has been falling in Cumbria over the course of 2008.

The last three months have seen a plateau in the rate of deterioration as a result of payment rates between businesses as a direct result of improved cash-flow from Christmas trading. The same trend can be seen in Delphi Scores. Unfortunately however, the number of businesses with worsening scores continues to increase although, to be fair, the movement is two-way with a large number of businesses with improving credit rating scores. 
Across the six districts Barrow faces the highest level of commercial risk with 11.10% of Businesses in the Maximum Risk category and 21.41% in the Above Average Risk category. Whereas Eden is in the most advantageous position with only 5.33% of businesses in the Maximum Risk category and just 17.51% in the Above Average Risk category 
	
	Allerdale
	Barrow
	Carlisle
	Copeland
	Eden
	South Lakeland
	All

	
	Total
	%
	Total
	%
	Total
	%
	Total
	%
	Total
	%
	Total
	%
	Total
	%

	Very Low Risk
	683
	10.0%
	281
	7.9%
	786
	10.9%
	310
	8.6%
	519
	11.0%
	919
	9.0%
	3498
	9.7%

	Low Risk
	966
	14.1%
	346
	9.7%
	1011
	14.0%
	358
	10.0%
	689
	14.6%
	1454
	14.3%
	4824
	13.4%

	Below Average Risk
	1588
	23.3%
	841
	23.6%
	1689
	23.4%
	821
	22.9%
	1155
	24.5%
	2470
	24.3%
	8564
	23.7%

	Above Average Risk
	1292
	18.9%
	764
	21.4%
	1498
	20.7%
	663
	18.5%
	825
	17.5%
	2026
	19.9%
	7068
	19.6%

	High Risk
	343
	5.0%
	271
	7.6%
	351
	4.9%
	260
	7.2%
	192
	4.1%
	513
	5.1%
	1930
	5.4%

	Maximum Risk
	483
	7.1%
	396
	11.1%
	503
	7.0%
	386
	10.8%
	251
	5.3%
	728
	7.2%
	2747
	7.6%

	Grand Total
	6830
	100%
	3569
	100%
	7232
	100%
	3590
	100%
	4711
	100%
	10168
	100%
	36100
	100%


Cumbria Tourism’s Business Survey (January 2009) sampled 2,500 tourism businesses and received responses from 232 businesses a response rate of 9.3%. The graph below shows reports of profitability for the last four years to date. The figures are of the percentage of businesses reporting profitability as either the same, or increased on the previous year. The graph shows that 2007 was a significantly more profitable year than 2006, but with a reversal in 2008. During 2008 profitability levels were lower than 2007 each month (with the exception of January). The decline was most marked from July onwards. The first month of 2009 shows the lowest reported profitability levels for January for the last four years. Less than half of all businesses were maintaining or improving profit on the year before. 
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Respondents were asked to identify how they felt their business had been affected by changes in consumer behaviour as a result of the economic downturn. In total half of businesses said they have felt a negative impact, and 36% a positive impact. This is a significant improvement on December, suggesting that changes in consumer behaviour are leading to some improvements for domestic tourism. The proportion of businesses reporting negative impacts has fallen, while those reporting positive impacts have risen. It is important to keep this in perspective. At present these changes are not significant enough to lead to a real increase in profitability compared to previous years, but this information suggests that a more positive shift is underway. 
	Impact
	% Reporting December
	% Reporting January
	Change

	No change
	15%
	14%
	-1%

	Small negative impact
	45%
	33%
	-12%

	Large negative impact
	22%
	17%
	-5%

	Small positive impact
	16%
	31%
	+15%

	Large positive impact
	1%
	5%
	+4%


There was also evidence of a relationship between business type and the impact of the economic recession and consumer behaviour, with serviced accommodation businesses more likely to report negative impacts (63% in total), and self catering accommodation more likely to report positive impacts (50% in total – and just 32% reporting negative impacts). 
Summary
There has been more good economic news in Cumbria in January than bad.
· The Business Link North West data shows that although the business failure rate in Cumbria is rising, it is not rising as steeply as in the other four sub-regions in the Northwest and it has not yet reached levels experienced during the Foot and Mouth crisis in 2001
· Cumbria had some good economic news as Prime Minister, Gordon Brown, opened the new HM Revenue and Customs Call Centre at Lillyhall near Workington on 23 January.  To date 403 new jobs have been created at the centre and this could rise to 480 over the next twelve months.
· There has also been good news in the retail sector in Cumbria in January. Despite a number of store closures after Christmas, four of the nine Woolworth Stores have found new occupiers – B&M Store in Penrith has already opened and Home Bargains in Kendal, Tesco Express in Ulverston and Mountain Warehouse in Keswick will all open before Easter. In addition Marks and Spencer have announced a major expansion of their Kendal store, Booths have announced that want to build a larger than planned food store in Penrith and Dunelm Mill have announced plans to take over the former MFI store in Workington.
· The NWDA announced that it was injecting £26m for the further development of the University of Cumbria. Prime Minister, Gordon Brown said of the announcement: “I very much welcome this further investment for the development of the University of Cumbria; it’s a vital project that will help the region attract new jobs in the future so Cumbria can emerge from the global downturn stronger than ever before. It directly creates 530 new jobs over 8 years and will support the creation of 340 new businesses and help the University to increase the number of students by 28,000 by 2017”.
· The Nuclear Decommissioning Authority (NDA) announced that it expects to nominate land near Sellafield for consideration under the Government’s Strategic Siting Assessment process to identify sites suitable for nuclear new build.
However there are still many uncertainties within the Cumbrian economy

· A significant number of further jobs are currently at risk as a result of the current economic downturn – the Corus Process Engineering Plant at Workington is currently under review as part of Corus’s global review which announced 2,500 job losses across the UK. Corus employs 330 people at the Workington plant. 
· Pirelli’s which employs 1,000 people in Carlisle is closing the plant for one week at the end of February as a response to the downturn in the automotive industry.

APPENDIX 1: JOB LOSSES ANNOUNCED: JANUARY 2009
	Date
	Company
	Jobs Lost

	

	12-01-09
	Card Warehouse Shop, WOKINGTON [national chain has gone into administration with closure of most of its shops]
	6

	30-01-09
	Max  Travel (Cumbria ) Ltd, WORKINGTON [Taxi and Minibus operator has gone into voluntary liquidation]
	13

	ALLERDALE: TOTAL JOB LOSSES
	19

	12-01-09
	Card Warehouse Shop, BARROW [national chain has gone into administration with closure of most of its shops]
	5

	12-01-09
	Barrow Evening News and Star, BARROW [reduction in advertising has caused company to reduce its overheads by cutting 13 staff]
	13

	12-01-09
	BT Call Centre, BARROW [5 jobs lost out of 70 at BT Directory Inquiries Call Centre]
	5

	BARROW: TOTAL JOB LOSSES

	23

	30-01-09
	Business Centre, BRAMPTON [Carlisle City Council has decided to close Business Centre]
	5

	CARLISLE: TOTAL JOB LOSSES
	5

	12-01-09
	Card Warehouse Shop, WHITEHAVEN [national chain has gone into administration with closure of most of it’s shops]
	6

	COPELAND: TOTAL JOB LOSSES
	6

	12-01-09
	British Gypsum, KIRKBY THORE [33 more jobs are being lost at the plant as a result of the continued downturn in the construction industry]
	33

	17-01-09
	Dairy Depot, APPLEBY [20 jobs are being lost when Arla Foods UK close depot at the end of February. Workload is being transferred to Lockerbie and Leeds]
	20

	EDEN: TOTAL JOB LOSSES
	53

	12-01-08
	Westmorland Gazette, KENDAL [8 job losses as much editorial work transferred to regional office in Blackburn]
	8

	SOUTH LAKELAND: TOTAL JOB LOSSES
	8

	
	
	

	CUMBRIA WIDE: TOTAL JOB LOSSES
	114


APPENDIX 2: JOB CREATIONS ANNOUNCED: JANUARY 2009
	Date
	Company
	Jobs Gained

	

	26-01-09
	HM Revenue and Customs Call Centre, Lillyhall, WORKINGTON [Prime Minister opened call centre on 26-01-09 initially anticipated that 350 jobs would be created but already 403 are employed and this may rise to between 450 and 480 staff in total].
	403

	ALLERDALE: TOTAL JOBS CREATED
	403

	
	
	

	BARROW: TOTAL JOBS CREATED

	0

	
	
	

	CARLISLE: TOTAL JOBS CREATED
	0

	
	
	

	COPELAND: TOTAL JOBS CREATED
	0

	30-01-09
	B&M Store, PENRITH [B&M, a discount retailer from Blackpool with 89 stores in the UK has opened a store in the former Woolworths]
	25

	EDEN: TOTAL JOBS CREATED
	25

	
	
	

	
	
	

	SOUTH LAKELAND: TOTAL JOBS CREATED
	0

	

	CUMBRIA WIDE: TOTAL JOB GAINS
	428
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