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For Strategic Leaders of Place
Our summary of what you need to know...on just one page!
GDP data released June 12th showed the single highest drop in economic output
ever–recorded in a single month period. The statistic was to be expected given the
closure of large segments of the economy in the previous period and was actually better
than many forecasters had predicted. The fact remains, the UK will likely experience the
highest yearly contraction in the economy ever in 2020.
Data from the OECD suggested the UK could suffer the largest drop in GDP in 2020 of
all developed economies in part, because of its long-term reliance on the service sector
and consumer spending.
Confidence Indices show that after all-time lows, there have been signs of a slight upturn in recent weeks. The Purchasing Managers Index for services and manufacturing
both show some slight improvements. Footfall data was similar. It must be remembered
these are comparing the last month with the complete shutdown of April.
The last issue of this Round-Up included a specific focus on the furlough scheme and
warned that the implication of mass-unemployment later this year is a concern. As called
for, the Government has now released local authority level furlough data which shows
that in some places, 1/3rd of all in work were furloughed. Nationally, close to 9million
people are currently having some of their salary met by the Government. It remains our
view that the exiting of this scheme represents the single biggest long-term risk for many
places. Work by organisations such as the Institute for Employment Studies (IES) are
flagging that unemployment could reach the highest its been since the 1980s. For strategic
place leaders – in places that still suffer from the societal effect of mass-unemployment in
the 1980s - this should be a significant long-term concern. Our later ‘focus’ section in this
edition is on the ‘lag’ that occurs between GDP growth being negative (a recession) and
the longer lasting effect of mass unemployment.

Key strategic considerations for places (what you need to think about!):
1.

How to encourage people back to the high-street and supporting the resilience of
local centres – high-street decline was an issue before CV-19 but as existing
businesses (especially in retail, hospitality and food) are encouraged to restart, can
you help make the right environment to assist?

2.

Have you anything ‘shovel-ready’ as the Government starts to identify potential
schemes to be part of an economic stimulus. We’d suggest you might look at
schemes already programmed and whether you can in some way move them forward.

3.

How to ‘mitigate the spike’ of business failures and unemployment that will likely
occur in the Autumn of this year when various Government support schemes (esp.
furloughing) come to an end. This issue is not going to go away and there are now
suggestions unemployment could reach a highest ever level.

4.

So…a repeat of two weeks ago, is there capacity in your unemployment (and
benefits) support system and infrastructure – we expect the spike now to be in late
Autumn. Is your local plan ready for this and are you putting the right capacity in
place?

5.

The future of property led redevelopment as a means for regeneration but also for
commercial income generation. Are your plans now sound, do they need review?
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Key economic intelligence
A quick overview of key economic intelligence available in the last two weeks
GDP data released on June 12th showed the single highest drop in economic output
ever–recorded in a single month period (see Figure1). The statistic received
considerable news coverage over the subsequent days and although expected, it still
represented a significant shock for economic prospects for the year ahead.
The figures may not be as bad as some forecasters had predicted and how the economy
reacts in the months ahead as lockdown measures are released will give an indication of
just how deep the recessionary effect will be.
Figure 1 – ONS Chart on GDP Growth Rates issued on June 12 2020

Data from the Office for National Statistics showed that 300,000 UK workers were furloughed
between 25th and 31st May, raising the total to 8.7 million since the start of the coronavirus
crisis. This means more than a quarter of the country’s workforce is now being supported by
the £14bn-a-month scheme. The data also showed that a further 200,000 self-employed
people have taken up government grants, raising the total grants issued to 2.5 million.
The rapid downturn in the UK manufacturing sector continued during May as public
lockdowns, company shutdowns and social distancing measures mandated to combat the
spread of coronavirus disease 2019 (COVID19) caused further disruption. PMI data from
Markit shows that output, new orders and employment contracted at some of the fastest
rates during the 28-year survey history, albeit less sharply than the records set in April.
Survey by the manufacturers’ group, Make UK, also that 25% of companies are already
drawing up plans to cut jobs in the next six months. A further 45% say they are considering
redundancies. Only 30% said they expect to emerge from the coronavirus pandemic with all
their staff on the payroll. The worst-hit firms, which account for more than a quarter of those
planning to make redundancies, expect to cut more than half their workforce while another
30% said they would need to lose a quarter of their staff over the next six months.
Footfall on high streets in England was up 31.5% on 1st June compared to Bank Holiday
Monday, according to data from Springboard as shops, markets and car showrooms partially
reopened. Shopper numbers were also boosted by those visiting coastal towns and historic
areas to make the most of good weather, as well as the gradual reopening of a wider range
of shops. However, the number of shoppers at all retail destinations was still more than 60%
down on the same time last year.
Halifax Bank announced that British house prices had fallen for a third straight month in May
as the coronavirus crisis hit the market, but that the decline was smaller than April’s. Prices
fell by 0.2% in March from April, compared with a 0.6% fall in April from March. Compared
with May 2019, prices were up by 2.6%, a slightly less than April’s 2.7% annual rise.
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Policy considerations
A quick overview of key policy changes/insights available in the last two weeks
Government Initiatives

Policy insights…

All non-essential retailers have been able to reopen in England from June 15th as part of
plans to further ease the lockdown. Outdoor markets and car showrooms were able to
reopen from 1 June.

The Economic Observatory has been created (https://coronavirusandtheeconomy.com/) as
a collective effort from the economic research community to answer policy questions in the
current crisis and is producing a range of briefings on particular topics.

These ‘release’ mechanisms from the lockdown arrangements are intended to encourage
a resumption of economic activity by allowing businesses to begin trading with some
social distancing measures still in place. There is a burden on the employer, based on
guidance issued, to ensure that premises are ‘safe’ to return to.

The immediate challenges…

The Government’s Track and Trace programme designed to identify potential outbreaks
has begun, although performance is being questioned. Businesses are particularly
interested in how the scheme works when their employees might be identified as having
being in contact with the virus and what that will mean for their business operation.
Remembering to include local businesses in correspondence, especially large employers,
is important for local place leaders.
What’s coming up…
In the weeks ahead we can expect a host of announcements about how the Government
intends to support the economic recovery.
City Region Mayors and LEPs have been asked by the SoS for MHCLG to put forward
‘shovel-ready’ projects and considerable effort is now being made across local areas to
identify potential schemes. An upcoming blog piece will express our view on this approach
in the days ahead.
These asks are being made ahead of some form of ‘fiscal event’ (a mini-budget) expected
now in mid/late July. Local Place Leaders should follow this closely as it is likely to set the
context for local economic support into the future.

Various reports are being published into the local impact of furloughing now that data has
been released, The Centre for Cities have sought to rank areas by impact.
Various other reports highlighting the uneven impacts (geographically and across society)
continue to be produced. The Resolution Foundation produced a report (June 3) on the
impacts on low paid workers proposing a new settlement for after the crisis while they also
published a report on June 9 looking at the impact on family income.
Planning for the future…
On June 7 the Guardian carried a story on the need for a new ‘regeneration plan’ for Town
Centres arguing for greater devolution of powers an resources to local areas to tackle the
impacts of the pandemic.
The Institute for Employment Studies has continued to campaign for a guarantee to
support young people into employment as the crisis shifts into a recovery phase
emphasising the long-term impact on young people who may struggle to access
employment in the constrained market.
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Our view…
Why the risk of mass unemployment matters
This section of our report focusses on a key topic to help strategic place leaders
focus in more detail on what is to come and support you in planning ahead. After
the ONS release of GDP data last Friday was preceded the day before by local data
on the furlough scheme, this week the focus is on why unemployment matters and
why the risk of mass unemployment represents a very considerable risk to many
places
Figure 2 – GDP Growth, Unemployment and Vacancies in the 2008/09 recession

Figure 2 shows three data trends into, during, and after the 2008/09 recession:
•

GDP (i.e. total growth in output)

•

Vacancies advertised

•

Unemployment

Key points:
•

The 2008/09 recession began in Q2 with a drop in GDP of 0.6%, it peaked with a drop
of 2.1% in Q4 of 2008. Q1 2020 (which almost entirely pre-dates the introduction of
social distancing restrictions) has seen a drop of 2%.

•

At the point the recession began in 08/09 (i.e. when 1/4ly GDP growth drops below
zero) the volume of vacancies advertised in the economy begins to drop sharply while
the numbers unemployed begins to sharply increase

•

The recession in 2008/09 lasted five 1/4s, but it took until late 2014 before vacancies
advertised reached the pre-cession level and the summer of 2016 before the
unemployment rate dropped to the pre-recession level. Total GDP drop across the
whole recession was less than 7% yet the effect on employment lasted 8 years.

•

There is a lag – between an uplift in 1/4ly GDP growth (the end of a recession) and
a return to ‘real economy’ benefits (in this case, employment) being achieved

•

That lag lasts YEARS…the recession ends, the effect does not

•

Of huge concern is that in 2020 the GDP drop in Q2 will dwarf the GDP drops from
the 2008/09 recession – we cannot predict just how long the unemployment
impact might last after such a drop

•

We’ve already seen a drop-in vacancies (from near 800,000 from c. 640,000) from the
March to April data releases but as a rolling set of data this will not be showing the full
drop-off yet…

•

…while unemployment increases will rise in the next set of releases but will be
suppressed by the existence currently of the furlough scheme
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Our view…
Why the risk of mass unemployment matters
The key concern is the impact it could have on many places throughout the UK. Consider
the following:
• Almost all estimates are saying unemployment nationally will rise to over 3.5million
people (over 10%) – for some places it will be much higher
•

The UK had a low level of unemployment leading into this recession but some places
still had unemployment comfortably above the national average

•

In some places, close to 1/3rd of all jobs have been furloughed – an advance indication
that those employers (and those jobs) are at risk
When there is mass unemployment, vacancies drop but unemployment goes up
increasing competition for every job. In 2008/09 the national ratio went from below 3
unemployed people for every vacancy to above 5. That ratio remained above 5 until
2013.
In such an environment those already further from the labour market (e.g. the young and
low-skilled) are most hit by the competition for every job – the reality is the numbers
(especially the young) who are long-term unemployed rises
The risk – as the box opposite highlights – is a generational impact that has whole life
costs at a very human and societal level. It will cost the public purse a lot – especially
local Councils who will need to pick up the pieces - if this occurs but it can also have a
catastrophic impact on people and their families too.

•

•

•

Our view is that steps must be taken early to mitigate the risk of mass unemployment,
as well as to pick-up the pieces when unemployment occurs. This would represent a
radical change in the way this is done in the UK where we provide unemployment
support, but not necessarily employment generating demand stimulus.
We also believe that the system of creating jobs, supporting businesses, and helping
people into work must be joined-up better and at the local level. This happens in a
few places but is not a systemic way of working in the UK. Place leaders need to be
looking at their own place and how it can be made to work better.

Why worrying about mass-unemployment matters…
The 1980s saw many areas of the UK suffer from high levels of unemployment, well
above 10%, while today, many of those same areas continue to suffer above
average levels of unemployment still. Although the processes of 1980s job-losses
may have passed, the legacy of that mass-unemployment effect continues to today.
This is because unemployment is just one part of a systemic set of circumstances.
Some of the same places that suffered high unemployment in the 1980s now suffer
higher levels of deprivation, of poverty, of poor physical health and lower life
expectancy, poor mental health, self-harm and suicide, and higher levels of public
service need such as children in care (especially as a result of neglect), and adult
care assistance. The link is too common to be coincidence.
They are therefore places of high-service demand and with that, higher aggregate
public service costs. Public services in such places are strained by that greater need
– whether in health, social care services, housing, or unemployment support - the
greater the need to be addressed means the cost to the public purse is more.
If you accept that often many of todays problems are a legacy of past employment
loss resulting in mass-unemployment, then the whole life and societal cost of mass
job losses increases exponentially. Those costs are systemic (think of all the
services, over an extended period of time, and the costs associated with each), but
also human (think mental health, poverty, child neglect).
Fundamentally unemployment is not good – mass unemployment is both a personal,
and societal crisis. For those places where this is concentrated, already feeling ‘leftbehind’, the result can last for decades. It is in everyone’s interest to intervene and
stop such happening.
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Lists and References
Where to go to for further detail.
List A: Key Reports

References

Key Reports of possible interest issued in the last two weeks. List is not fully

References and links to data/events referred to in this update.

comprehensive due to volume of publications being issued.
Report

Organisation
Resolution Foundation

09/06/2020

Unfair Policies, Costly Consequences

National Institute of
Economic and Social
Research

09/06/2020

The Guardian

07/06/2020

Higher Education Policy
Institute

05/06/2020

FE Week

04/06/2020

The Guardian

04/06/2020

Adzuna

04/06/2020

The Guardian

04/06/2020

The virus has brought the digital future closer

The Financial Times

03/06/2020

A new settlement for the low paid

The Resolution
Foundation

03/06/2020

The Guardian

03/06/2020

Economic Observatory

02/06/2020

The Financial Times

01/06/2020

Word Economic Forum

01/06/2020

Making GDP the focus of a post-coronavirus economy
would be a mistake
How is coronavirus affecting inequalities across ethnic
groups?
Regulators and accountants set for ‘going concern’ hit to
markets
Why the minutes and the months matter most to young
people during the COVID-19 crisis

WTO Trade Data (Press Release) - https://www.wto.org/english/news_e/pres20_e/pr855_e.htm

•

ONS GDP Data https://www.ons.gov.uk/economy/grossdomesticproductgdp/bulletins/gdpmonthlyestimateuk/april2020

•

ONS Vacancies Data https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/bulletins/jobsandv
acanciesintheuk/may2020

•

Guardian – After Covid we are going to need a serious urban regeneration plan https://www.theguardian.com/business/2020/jun/07/after-covid-were-going-to-need-a-serious-urban-regeneration-plan

•

PMI data releases - https://www.markiteconomics.com/Public/Release/PressReleases

Date

Findings on family incomes and spending from the
Resolution Foundation’s coronavirus survey

After Covid we're going to need a serious urban
regeneration plan
Lessons from business: three things universities can learn
about mergers from the private sector
Did the Prime Minister promise an ‘apprenticeship
guarantee’? This is why it is needed post Covid-19
Coronavirus crisis could cause $25tn fossil fuel industry
collapse
New real-time job vacancy index shows labour market
collapse between March & May
Students shouldn't pay tuition fees next year – the
government should

•
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About GCC
For a discussion about the content of this
briefing or to discuss the potential support
that GCC could provide please contact
Michael Palin, MD of GCC.

This ‘Round-UP’ is one of a suite of materials developed by GCC to support our
clients and partners as they face the ongoing challenge of stimulating sustainable
economic growth; from having the right economic strategies to having the right
governance and structures that enable delivery.
The series includes features on CV-19 as well as Devolution, local collaborative
working and governance for delivery. The series can be accessed at gcc.growthco.uk
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