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In br ief

Scope of 2009 annual 
Blue Book, Pink Book and 
Input–Output analyses

The Blue Book 2009 (BB09) and Pink 
Book 2009 (PB09) will be published in 
June this year and, in line with ONS 

policy, this article is intended to inform 
users about forthcoming changes to these 
publications.

Plans for the phased modernisation of the 
UK’s National Accounts were published last 
year (Humphries 2008). Th ese explained 
that BB08 and PB08 were delayed until 
September 2008 from the usual June 
publication date to allow suffi  cient time 
to incorporate two major changes to the 
accounts:

■ Implementation of a new method for 
estimating fi nancial intermediation 
(Akritidis 2007) that impacted on all 
years back to 1963, and

■ Th e use of modernised systems to take 
on annual benchmark data together 
with balancing through supply and use 
tables (SUTs) to determine the level of 
GDP in 2004, 2005 and 2006

Th e 2009 annual exercise will return to a 
June publication timetable and will also 
consolidate the use of new supply-use 
systems. In brief:

■ Modernised systems will be used to 
take on annual benchmark data from 
the Annual Business Inquiry and 
HM Revenues & Customs, with SUT 
balancing used to determine the level of 
GDP for 2004, 2005, 2006 and, for the 
fi rst time, 2007

■ Volume estimates will be updated to be 
based on price structures from 2005, 
from 2003 as used now. In addition, 
industry weights will be updated to 
those derived from the 2005 balance. A 
further, accelerated update is planned 
for BB2010 to refl ect 2007 prices and 
industry weights

■ As with previous years, improved 
methods will be introduced in the 
short-term Index of Service (IoS) 
industry measures. Articles will be 
made available at the time of 
publishing explaining in detail the 
changes made

■ Improvements to the measurement of 
bank interest payments and receipts 
will be incorporated

Th e changes listed above will have no 
impact on current price GDP or volume 
growth rates prior to 2004.

Plans for the annual exercise in 2010 and 
beyond will be outlined in future articles. 

More information

Akritidis L (2007) ‘Improving the 
measurement of banking services in the 
UK National Accounts’, Economic and 
Labour Market Review 1(5), pp29–37.

Humphries S (2008) ‘Modernisation of 
the UK’s National Accounts: progress and 
plans for Blue Book and Pink Book 2008’, 
Economic and Labour Market Review 2(6), 
pp30–32.

Contact

 gdp@ons.gov.uk

Pension Trends update

The Offi  ce for National Statistics 
published two updates of Pension 
Trends on 25 March 2009 – Chapter 

8: Pension contributions and Chapter 14: 
Pensions and the National Accounts. 

Th e analysis shows that growth in 
total contributions to private (non-
state) pension schemes slowed in 2007, 
increasing by only 2 per cent to £85.2 
billion. Th e slowdown in 2007 follows 
fi ve years of strong growth, taking total 
contributions from £49.0 billion in 2001 
to £83.8 billion in 2006 as employers 
increased contributions to fi nance 
defi cits in funded defi ned benefi t (DB) 
occupational pension schemes. 

Employer contributions to funded 
occupational pension schemes rose from 
£16.5 billion in 2001 to £38.7 billion in 2006 
and then fell to £37.0 billion in 2007 as 
funded private sector DB schemes moved 
from defi cit to surplus. Th ey may have risen 
in 2008 as these schemes moved into defi cit 
once more.

Th e UK National Accounts show 
contributions to occupational pensions 
and employer-sponsored (not individual) 
personal pensions as ‘social contributions’ 
of the household sector. Employers’ social 
contributions to funded pension schemes 
more than doubled between 2001 and 2006, 

to £47.5 billion, before falling to £46.0 
billion in 2007. 

Despite the drop in employer 
contributions to funded occupational 
pension schemes in 2007 (and in employers’ 
social contributions in terms of the National 
Accounts), total pension contributions to 
private pension schemes avoided a fall in 
2007. Th is was because:

■ Contributions to unfunded 
occupational pension schemes (the 
same as social contributions to 
unfunded occupational schemes in 
the National Accounts) rose from 
£20.2 billion in 2006 to £21.5 billion 
in 2007; this was mainly due to 
rising membership of public sector 
occupational pension schemes

■ Contributions to personal (including 
stakeholder) pension schemes saw strong 
growth in 2006 and 2007, reaching £19.7 
billion in 2007, probably as a result 
of changes to contribution rules on 6 
April 2006 (‘A-day’). Th e A-day changes 
were particularly relevant for personal 
pensions, where contributions can easily 
be increased or decreased

More information

www.statistics.gov.uk/pensiontrends/

Contact

ONS Pensions Analysis Unit
 01633 455315
 pensionsanalysis@ons.gsi.gov.uk

Expenditure on Health 
Care in the UK 1997–2007

The latest estimates of expenditure on 
health care in the UK will be published 
by ONS on 29 April 2009, covering the 

period 1997 to 2007.
Th e article will present internationally 

comparable data for the fi rst time since 
2003. ONS is able to calculate estimates 
on this basis as a result of recent work by 
Health England (the national reference 
group for health and well-being in 
England), which is also being published on 
29 April 2009. 

Th e estimates of expenditure on 
healthcare in the UK include public and 
private expenditure. Th ey also include 
adjustments to account for:

www.statistics.gov.uk/pensiontrends/
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■ the addition of expenditure in health 
by charities and religious organisations, 
prisons, and the armed forces

■ the subtraction of expenditure on 
research and development in health 
and on education and training of health 
personnel by the National Health 
Service

Th e ONS article will be available from 29 
April 2009 at: 
www.ons.gov.uk/about-statistics/ukcemga/
publications-home/publications/
index.html

Contact

Katherine Mills
 01633 456367

New ELMR editorial team

Aft er Easter, production of Economic 
Labour Market Review (ELMR) will 
move from London to Newport and 

a new team will take over the editorial role. 
Graeme Chamberlin is the managing editor, 

responsible for the journal contents and its 
strategic direction. Nathanael Jones, in the 
role of production editor, will oversee the 
monthly publication.  

Formed through the merger of Economic 
Trends and Labour Market Trends, ELMR 
remains committed to publishing original 
research and analysis from across ONS. 
Th ese include National Accounts, Labour 
Market, UK Centre for Measurement 
of Government Activity (UKCeMGA), 
Consumer Prices and the Virtual Microdata 
Laboratory (VML).   

At this time of unprecedented interest 
in economic statistics, we hope to 
provide an authoritative, up to date, 
and comprehensive picture of the UK 
economy and labour market. Regular 
feature articles will describe trends in 
the data and new approaches to better 
measuring and understanding economic 
activity. Last month, an article by Mavis 
Anagboso looked at retail sales in the 
downturn. Future articles will cover 
topics such as the impact of the recession 
on productivity, recording the eff ect of 

government support to the banking sector 
in the public sector fi nances, measuring 
output and employment in the fi nancial 
services industry, a description of recent 
trends in corporate balance sheets, and 
improved measures of household wealth 
and debt. A revamped Economic Review 
article, published each month, provides an 
impartial commentary on key economic 
developments as they emerge. And 
extensive web-tables, available to download 
from the ELMR website, continue to give 
easy access to the data.

Very special thanks must go to David 
Harper, who has been ELMR’s editor since 
its inception over two years ago. Th e new 
team are grateful for the guidance he has 
provided and will strive to maintain the 
professionalism and high standards of 
publication he has achieved. 

More information

www.statistics.gov.uk/elmr/

Contact

 elmr@ons.gsi.gov.uk 

www.ons.gov.uk/about-statistics/ukcemga/publications-home/publications/index.html
www.statistics.gov.uk/elmr/
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UPDATES

Updates to statistics on www.statistics.gov.uk

6 March
Producer prices

Factory gate infl ation falls to 3.1% in 
February 2009 
www.statistics.gov.uk/cci/nugget.asp?id=248

10 March
Index of production

5.6 per cent three-month fall in production 
output in January 2009
www.statistics.gov.uk/cci/nugget.asp?id=198

11 March
UK trade
Defi cit widened to £3.6 billion in 
January 2009 
www.statistics.gov.uk/cci/nugget.asp?id=199

18 March
Average earnings

Pay growth plummets in year to January 
2008
www.statistics.gov.uk/cci/nugget.asp?id=10
Unemployment

Unemployment rate rises to 6.5% for three 
months to January 2009
www.statistics.gov.uk/cci/nugget.asp?id=12

19 March
Public sector

February 2009: £1.8 billion current defi cit
www.statistics.gov.uk/cci/nugget.asp?id=206 

24 March
Infl ation

February 2009: CPI up to 3.2%; RPI down 
to 0%
www.statistics.gov.uk/cci/nugget.asp?id=19

26 March
Retail sales

Annual growth slows in February 2009
www.statistics.gov.uk/cci/nugget.asp?id=256

Business investment

1.5% down in Q4 2008
www.statistics.gov.uk/cci/nugget.asp?id=258

27 March
GDP growth

Economy contracts by 1.6% in Q4 2008
www.statistics.gov.uk/cci/nugget.asp?id=192
Balance of Payments

2008 Q4: UK defi cit narrows
www.statistics.gov.uk/cci/nugget.asp?id=194
Index of services

1.3% three-monthly fall into January 
2009
www.statistics.gov.uk/cci/nugget.asp?id=558
Productivity

Fall in productivity in Q4 2008
www.statistics.gov.uk/cci/nugget.asp?id=133

FORTHCOMING RELEASES 

Future statistical releases on www.statistics.gov.uk

1 April
Profi tability of UK companies – Q4 
2008

2 April
MQ5: Investment by insurance 
companies, pension funds and trusts - 
Q4 2008
New orders in the construction 
industry - February 2009

7 April
Index of production – February 2009

9 April
UK trade – February 2009
Producer prices – March 2009

14 April
MM22: Producer prices – February 
2009

15 April
MM19: Aerospace and electronics cost 
indices – January 2009

16 April
Digest of engineering turnover and 
orders – February 2009
Monthly review of external trade 
statistics – February 2009
Digest of engineering turnover and 
orders – February 2009
Overseas travel and tourism

20 April
MM17: Price index numbers for current 
cost accounting – February 2009
MQ10: UK trade in goods analysed in 
terms of industry – Q4 2008

21 April
Consumer price indices – March 2009

22 April
Labour market statistics – April 2009

23 April
Public and private breakdown of 
labour disputes
Public sector fi nances – February 2009

24 April
Index of services – February 2009
Internet retail sales – March 2009
Retail sales – March 2009
SDM28: Retail sales – March 2009
Gross domestic product: preliminary 
estimate – Q1 2009

27 April
Distributive and service trades – 
February 2009
Focus on consumer price indices – 
March 2009

28 April
Public sector fi nances: supplementary 
(quarterly) data

29 April
Average weekly earnings – February 
2009

www.statistics.gov.uk
www.statistics.gov.uk/cci/nugget.asp?id=248
www.statistics.gov.uk/cci/nugget.asp?id=198
www.statistics.gov.uk/cci/nugget.asp?id=199
www.statistics.gov.uk/cci/nugget.asp?id=10
www.statistics.gov.uk/cci/nugget.asp?id=12
www.statistics.gov.uk/cci/nugget.asp?id=206
www.statistics.gov.uk/cci/nugget.asp?id=19
www.statistics.gov.uk/cci/nugget.asp?id=256
www.statistics.gov.uk/cci/nugget.asp?id=258
www.statistics.gov.uk/cci/nugget.asp?id=192
www.statistics.gov.uk/cci/nugget.asp?id=194
www.statistics.gov.uk/cci/nugget.asp?id=558
www.statistics.gov.uk/cci/nugget.asp?id=133
www.statistics.gov.uk
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Economic rev iew

The Quarterly National Accounts provides a full and detailed set of economic accounts for the 
fi nal quarter of 2008. GDP growth was revised slightly downward to –1.6 per cent confi rming 
the rapid acceleration of the UK economy into recession during the second half of 2008. 
Inventories were the main driver of the contraction, as fi rms, particularly in manufacturing 
sought to meet output from stock rather than production. The current account of the balance 
of payments remained relatively unchanged as a declining defi cit of the trade in goods and 
services was offset by falling investment income. Unemployment has passed through the 
2 million mark as the fall in output continues to be passed through to the labour market. 
Infl ation in the Consumer Prices Index surprised on the upside at 3.2 per cent, with the 
depreciation of sterling perhaps putting upward pressure on prices. 

SUMMARY

April 2009
Graeme Chamberlin
Offi ce for National Statistics

GROSS DOMESTIC PRODUCT

Latest data confi rms 
sharp fall into recession

Quarterly National Accounts (QNA), 
published by Offi  ce for National 
Statistics (ONS) at the end of March, 

showed the UK economy shrunk by 1.6 per 
cent in the fi nal quarter of 2008. Th is marks 
a small downward revision of 0.1 per cent 
from the previous estimate for the quarter 
and confi rms the sharp fall in to recession 

during the second half of the year. 
Th e latest data showed the 6th largest 

quarterly fall in output since records began 
in 1955. And following a 0.7 per cent fall 
in output in the third quarter, output in the 
fourth quarter was 2 per cent lower than the 
same quarter of 2007 (Figure 1). Looking 
at growth on a four-quarter basis highlights 
the size of the current downturn and that 
the pace of contraction has quickened.

Th erefore the outlook for the UK 
economy is very gloomy as we move into 
2009. Each month the Treasury publishes a 

set of latest UK economic forecasts made by 
independent and city forecasters on various 
measures of economic activity. In March 
the average of these forecasts pertaining 
to economic growth was for a 3.1 per cent 
contraction in Gross Domestic Product 
(GDP) during 2009, before modest growth 
of 0.4 per cent in 2010. 

Industrial production 
the main driver of the 
downturn

Looking at data on the supply-side of 
the economy, the biggest contribution 
to the total fall in output over the 

last year has come from the production 
industries, in particular manufacturing 
(Figure 2). Th e output of the combined 
production industries (mining and 
quarrying, manufacturing and electricity, 
water and gas distribution) was a massive 
7.7 per cent lower in the fourth quarter of 
2008 compared to the same quarter the 
year before. Despite accounting for only 18 
per cent of total UK output, the production 
industries contraction accounted for 1.4 
per cent of the 2 per cent fall in total output 
when growth is measured on a four-quarter 
basis. Manufacturing, which represents only 
14 per cent of the economy, was the main 
driver. Output in this sector also fell by 7.7 
per cent, pushing total GDP down by 1.1 
per cent over the course of the year. 

On a four-quarter basis the current fall 
in manufacturing output is much sharper 
than in the previous UK recession of the 
early 1990s and much more reminiscent 
of the experiences of the early 1980s. 
Th is largely refl ects the global nature 
of the current slowdown, with most 
developed and emerging economies 
entering a synchronised recession. As 
the manufacturing sector is relatively 
dependent on export markets, the fall in 
both domestic and foreign demand has 
had a severe eff ect on order books. By 
contrast, the last UK recession was far 
more localised, manufacturing output 
was supported by overseas demand and 
the competitiveness eff ects of a large fall 
in sterling following the exit from the 
Exchange Rate Mechanism played a key role 
in the recovery.

Th ere was a marked fall in construction 
output in the fourth quarter of 2008. On a 

Figure 1
UK economic growth

Percentage growth

 Source: ONS UK Quarterly National Accounts
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four-quarter basis the industry shrunk by 5.6 
per cent, pulling total GDP down by 0.3 per 
cent. Much of the downturn appears to be 
concentrated in the private house building 
segment. Housing demand collapsed during 
the second half of last year as falling prices, 
rising unemployment and a major tightening 
in the availability of mortgage fi nance took 
their eff ect on demand. Turnover in the 
housing market fell to record lows in the 
fi nal quarter of last year.

Most of the major house building fi rms 
announced job losses and cut backs in 
new developments last summer. Not only 
have they been hit by falling demand and 
prices, but are also adversely aff ected by the 
restrictions and higher cost of corporate 
borrowing. Economic commentators 
generally expect further falls in UK house 
prices this year, with the total peak-to-
trough fall anticipated in the range of 20-35 
per cent. In the New Year there has been 
some sign of increased turnover as lower 
prices and historically low mortgage rates 
attract buyers back into the market. And 
it is worth bearing in mind that the UK 
housing market is still fundamentally under 
supplied which could provide a fl oor to 
falling prices. However, for fi rst time buyers, 
who are an important source of liquidity 
for the entire market as the starting point 
for most chains, the news is still grim. 
Mortgage availability for those with little 
equity is poor and expensive, with no 
mortgages available at loan-to-value ratios 
above 90 per cent and at least a 25 per cent 
deposit required for the most competitive 
mortgage rates.

In comparison the fall in service sector 
output has been modest. In the fi nal 
quarter of 2008, service sector output was 
0.5 per cent lower than a year earlier. As it 
represents around three-quarters of the UK 
economy, its share in the 2 per cent total fall 
in output is relatively small at 0.4 per cent. 
However, there are two things to note.

First, recent data is in stark contrast to 
the consistently high growth rates reported 
for this sector over the previous decade 
where annual growth has rarely dipped 
below 3 per cent. In fact, it is fairly rare for 

the UK service sector to actually contract. 
Only on eight previous occasions, based on 
a four quarter measure, has service-sector 
output declined. Secondly, the overall 
fi gures hide diverse experiences within the 
sector.

Wholesale and retailing 
activity falls sharply but 
fi nancial intermediation 
continues to grow

Figure 3 presents the contributions 
to UK GDP growth from the service 
sector in the fi nal quarter of 2008 by 

main groupings. Clearly the wholesale and 
retail sectors, which saw a sharp decline in 
output of 5 per cent over the previous four 
quarters, played the largest role dragging 
GDP down by 0.6 per cent. Here, motor 
trades appear to have been particularly hard 
hit by the current recessionary conditions 
and diffi  culties in obtaining consumer 
credit.

Th e ‘renting of machinery and equipment 
and other business activities’ category, 
which is a good indicator of business-to-
business trade and has been one of the 
principle drivers of UK economic growth 
in the last decade, recorded a 1.9  per cent 
fall over the year making a -0.3 per cent 
contribution to overall GDP growth. Th is 
is in marked contrast to the average four-
quarter growth rates exceeding 6 per cent 
between 2003 and 2007. Falling output 
in these industries, such as accountancy, 
management consultancy and legal 

Figure 2
Contributions to four-quarter GDP growth by industry (2008 Q4)

Percentage growth

Note: Source: ONS UK Quarterly National Accounts

Actual four-quarter growth rates of each sector are in brackets.

–2.5 –2.0 –1.5 –1.0 –0.5 0.0 0.5

Agriculture, forestry and fishing (–0.3)

Mining & quarrying (–8.8)

Manufacturing (–7.9)

Electricity, gas and water supply (–4.4)

All production industries (–7.5)

Construction (–5.6)

Distribution, hotels & catering; repairs (–4.2)

Transport storage & communication (0.3)

Business services & finance (–0.1)

Government & other services (1.0)

Total services (–0.5)

Gross value added (–2.0)

Figure 3
Contributions GDP growth from the services sector (2008 Q4)

Percentage growth

Note: Source: ONS UK Quarterly National Accounts

Actual four-quarter growth rates of each sector are in brackets.

–0.7 –0.6 –0.5 –0.4 –0.3 –0.2 –0.1 0.0 0.1 0.2 0.3 0.4

Wholesale and retail trade (–5.0)

Hotels and restaurants (–1.1)

Transport and Storage (–4.4)

Post and Telecommunications (7.9)

Financial intermediation (3.5)

Renting and Business Activities (–1.9)

Ownership of Dwellings (0.6)

Public Administration and defence (–1.5)

Education (1.5)

Health and social work (4.0)

Other social & personal services (–1.6)

Total services (–0.5)
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activities, is fairly consistent with the broad-
based fall in UK and global activity.

However, notable positive 
contributions to growth came from 
post and telecommunications, fi nancial 
intermediation and health and social 
services. Th ese three sectors between them 
boosted GDP by almost 0.8 per cent. 

Given the turbulence in fi nancial markets 
and the widely reported problems in the 
banking sector it may seem surprising 
that fi nancial intermediation output has 
remained relatively robust. Output was 
3.5 per cent higher in the fourth quarter 
of 2008 compared to the same quarter in 
2007. Again, growth rates have slowed 
considerably, but perhaps based on the 
widely reported woes on the fi nancial 
services industry, it might have been 
expected the fi gures would be worse.

Output of the fi nancial intermediation 
industry can be split into two parts, 
although the respective contributions of 
each are not published by ONS. Financial 
intermediation services directly measured 
(FISDM) mainly relates to the output 
that is explicitly charged for in fees and 
commissions. Given the sharp slowdown 
in the volume and values of fi nancial 
transactions it is not surprising that this 
output has fallen considerably.

However, a large proportion of fi nancial 
services output is not explicitly charged 
for, and therefore has proved harder to 
measure in the absence of observable 
market prices and volumes. For example, 
banks oft en do not charge a fee for running 
current accounts, but these are implicitly 
charged for by spreads between saving and 
lending rates. Financial intermediation 
services indirectly measured (FISIM) aims 
to capture the output of the industry where 
prices are implicit or indirectly levied, oft en 
through spreads. Th is was introduced to the 
National Accounts in the 2008 Blue Book. 

FISIM output appears to have grown 
in the latter quarters largely because of a 
widening of spreads between saving and 
lending interest rates. Base rates have fallen 
sharply, but the evidence suggests that these 
cuts have been passed much more readily 
into saving than borrowing rates. Banks and 
building societies may be using falling base 
rates as an opportunity to restore margins 
that were heavily eroded through many 
years of intense competition, simply to sure 
up profi tability in the downturn. But the 
downward stickiness in borrowing rates 
may also refl ect a major re-assessment of 
risks, suggesting higher rates are being used 
to protect against defaults and discourage 
more risky borrowing.

Output collapses as fi rms 
run down inventories 

Data on the demand or expenditure 
side of the economy is also 
published as part of the QNA. Th e 

relative contributions of each of the main 
expenditure components to the four-quarter 
two per cent fall in GDP in 2008 quarter 
four are shown in Figure 4.

Th e demand-side data has shown some 
marked variation. Almost all of the two 
per cent total fall is accounted for by 
inventories, with the other components 
broadly off -setting each other. Rapid 
decumulation of inventories is consistent 
with the data on the output side of the 
economy, where the production industries 
have been the main driver of the downturn 
thus far. It appears that production 
fi rms, especially manufacturers, have 
been meeting demand by running down 
their current stocks rather than though 
production. Th ese types of patterns in 
stockholdings over the economic cycle are 
generally expected because fi rms, faced 
with lower expected future sales, tend to 
cut their desired holdings of intermediate 
and fi nished goods. Surveys of business 
activity conducted by the Confederation 
of British Industry (CBI) have recently 
reported record levels of stock adequacy as 
the economy moves into recession.

Household consumption fell by 0.8 per 
cent in 2008 quarter four compared to the 
same quarter in 2007, and fi xed investment 
by 8 per cent, contributing roughly 0.5 
and 1.5 percentage points falls in total 
output. On the plus side, government fi nal 
consumption expenditure continued to 
grow. Compared to the same quarter a year 
previously government spending rose by 5 
per cent boosting GDP by 1 per cent.

A further signifi cant positive 
contribution came from net trade, which 
added over 1 per cent to GDP in the fi nal 
quarter compared to the previous year. 

However this was largely due to the fall 
in imports, which detract from GDP, 
outweighing the fall in exports which add 
to GDP. Over the course of 2008 exports 
of goods and services contracted by 4.4 
per cent, while imports of goods and 
services fell back by 7.7 per cent. Th is not 
only boosted GDP but contributed to a 
narrowing of the trade defi cit. Presently 
there is little evidence that the fall in 
sterling has had a signifi cant eff ect, with 
most analysts and commentators believing 
that any relative competitive advantage is 
heavily outweighed by the general slump in 
global growth and demand.

HOUSEHOLD SECTOR

Broad-based falls in 
household spending

A number of factors have contrived 
to make the current downturn 
particularly hard on the household 

sector. Real household income has been 
weakened not only by a depressed labour 
market and low earnings growth, but 
through a strong bout of infl ation over 
the last year from positive shocks to food 
and energy prices which have reduced 
the resources available for other types of 
spending. Th e falling housing market, 
growing concern about debt levels 
and tighter credit conditions have also 
undermined consumer spending with 
consumer confi dence at record lows.

 Th is has been refl ected in the fairly 
broad-based fall in household consumption 
spending growth during the previous year, 
as shown in Figure 5. Th e two components 
that have bucked the trend, clothing and 
footwear, and recreation which include 
home entertainment equipment such as 
audiovisual, photographic and computing 
have generally been supported by falling 
prices and discounting. Th erefore 
household spending in volume terms is 
relatively buoyant compared to value terms, 

Figure 4
Contributions to total expenditure growth (2008 Q4)

Percentage growth

 Source: ONS UK Quarterly National Accounts
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a feature that has been picked up in recent 
data and analysis of retail sales.

Rise in savings ratio

One of the interesting features of the 
long-period of sustained economic 
growth in the UK was the decline 

in the saving ratio, which had previously 
averaged close to 8 per cent. A long period 
of robust growth, low unemployment, low 
infl ation and interest rates, strongly rising 
house prices and easy access to credit 
may be factors that drove up household 
spending relative to income.

Although quarterly data may be volatile, 
so care should be taken when interpreting 
recent trends, the evidence in the latest 
QNA showed a strong increase in the saving 
ratio from 1.7 per cent in the third quarter 
to 4.8 per cent in the fi nal quarter of 2008 
(Figure 6).

Two main factors are at play in 
accounting for the rising household 
saving ratio. Th e saving ratio is calculated 
as the percentage of household gross 
saving relative to total resources. Total 
resources are the funds available for either 
consumption or saving, so saving will 
increase if either household resources 
increase or consumption falls. In fact, both 
of these have happened in the latest quarter.

Total resources primarily refl ect 
compensation of employees and the gross 
operating surplus of the self-employed 
or household enterprises, adjusted for 
net taxes and social security payments. 
However, total resources also include net-

property income derived by the household 
sector from its fi nancial dealings with other 
sectors in the UK economy and the rest of 
the world, for example dividend and interest 
payments. Th e dramatic fall in interest rates, 
predominately working through mortgage 
interest payments, has signifi cantly reduced 
the net-interest payments made by the 
household to other sectors, and has boosted 
total available resources. At the same time, 
recessionary conditions have dragged down 
spending growth, so gross household saving 
has risen. 

Another interesting feature of the data 
shown in Figure 6 is that the household 
sector actually became a net-lender to 
the rest of the economy in 2008 quarter 
four. Th is means that the gross saving of 
households exceeded the funds it required 
for capital spending, meaning the balance 
can be lent to other sectors. For households 
the main element of capital spending is in 
own-occupied residential property. Th e 

net-lending position of the household 
sector is hence a consequence of a rise in 
gross saving and a marked fall in housing 
acquisitions, consistent with the recent data 
on mortgage lending.

CORPORATE SECTOR

Net-lending increases in 
2008 quarter four

In recent years the private non-fi nancial 
corporations (PNFC) sector has been a 
net-lender to the rest of the economy. 

Th is means that the undistributed profi ts 
generated by the sector (i.e. profi ts aft er 
dividend payments to shareholders) 
have exceeded the funds required for 
investment outlays, with the surplus 
available for lending to other parts of the 
economy or overseas.  Net-lending has 
been strong, not really because domestic 
companies have been highly profi table 
relative to previous years, but because they 
have received strong fl ows of net-property 
income from their portfolios of fi nancial 
assets, largely accounted for by reinvested 
earnings from foreign direct investments. 
Capital expenditure as a proportion 
of GDP has also been relatively low in 
historical terms.  Th e combination of 
these two factors has generated recent 
surpluses. 

Between the second and third quarters 
of 2008 PNFC net-lending fell as gross 
operating surplus and net property income, 
due to falling earnings of foreign direct 
investments, both fell as the global recession 
impacted on corporate profi tability at both 
home and abroad (Figure 7). In quarter 
four, operating surpluses and property 
income fell further, but net-lending rose 
due to a more than off -setting fall in the 
funds required for capital expenditure. Th is 
largely refl ects the sharp decumulation 
of inventories referred to earlier which 
is recorded in the accounts as negative 
investment. 

Figure 6
Household saving and net-lending 

Percentages

 Source: ONS UK Quarterly National Accounts 
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Figure 5
Contributions to household fi nal consumption growth (2008 Q4)

Percentage growth

Note: Source: ONS UK Quarterly National Accounts

Actual four-quarter growth rates of each sector are in brackets.
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Investment contracts 
sharply

Gross fi xed capital formation (GFCF) 
was 8 per cent lower in the fi nal 
quarter of 2008 compared to 

the previous year. A breakdown of the 
main contributions to this contraction is 
presented in Figure 8.

Business investment contracted by 4.5 
per cent during 2008 as fi rms, faced with 
weakening demand, a pessimistic outlook 
and a tightening of credit conditions, cut 
back investment intentions. However, 
the largest contributions to the fall in 
fi xed investment were property related. 
Investment in new dwellings collapsed, down 
by 12.8 per cent in the year, driven almost 
entirely by private housing investment. Th e 
‘existing buildings and dwellings’ category 
made an even larger contribution to the 
fall. Th is includes the costs associated with 
the transfer of property, so is refl ective 
of the severe downturns in volumes and 
values of transactions in the commercial 
and residential property markets. General 
government investment though grew by 4.8 
per cent, marginally off setting the private 
sector fall in GFCF.  

BALANCE OF PAYMENTS

Current Account remains 
in defi cit

The Balance of Payments records one 
nation’s transactions with the rest of 
the world, relating not just to trades 

in goods and services but fl ows of income, 
transfers and fi nancial assets. Th e Current 
Account primarily refl ects the balance of 
economic fl ows between the UK and the rest 
of the world, while the Financial Account 
records the fi nancial transactions associated 
with the funding of the current account and 
international investment decisions.

Figure 9 shows the evolution of the 
UK Current Account as a proportion of 

GDP along with its main constituents. 
Overall, the Current Account remained in 
defi cit to the tune of 2.1 per cent of GDP 
in 2008 quarter four representing a slight 
improvement on the previous quarter. 
However, in the latest data there were some 
off setting trends of note.

Th e combined defi cit in the trade in goods 
and services narrowed in the fi nal quarter of 
2008 to 2.2 per cent of GDP, compared to 3.6 
per cent in quarter three and 3.7 per cent in 
the fi nal quarter of 2007. Th e defi cit in goods 
trade narrowed slightly due largely to a fall 
in imported semi and fi nal manufactured 
goods, consistent with both the signifi cant 
falls in UK manufacturing output and 

household expenditure recorded in QNA. 
However, the surplus in services trade rose 
signifi cantly in the last quarter of 2008, up to 
4.1 per cent of GDP from 3 per cent in the 
previous quarter.

Almost the entire growing surplus 
was accounted for by exports of fi nancial 
services, most likely to be the consequence 
of increasing FISIM exports as the spreads 
between deposit and lending interest rates 
widen. In the same way this leads to an 
increase in domestic fi nancial sector output, 
it also generates an improvement in the 
UK’s trade position in fi nancial services.   

Despite the overall improvement in 
the trade in goods and services parts of 
the Current Account, the overall position 
remained broadly unchanged because of 
a fall in the position in net-income and 
transfers. Transfers largely refl ect the costs 
associated with supranational organisations 
such as the EU and aid programmes, and 
as a proportion of GDP are fairly constant. 
Income fl ows partially refl ect the remittances 
of labour income, but are mainly related 
to income fl ows connected with the 
international ownership of fi nancial assets. 

Th e UK normally generates a positive 
investment net-income fl ow, meaning the 
income from its foreign assets exceeds the 
income earned by foreign owners of UK 

Figure 8
Fixed investment by sector, contributions to growth (2008 Q4)

Percentage growth

Note: Source: ONS UK Quarterly National Accounts

Actual four-quarter growth rates of each sector are in brackets.
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Figure 9
Current Account of the Balance of Payments

Percentage of GDP

 Source: ONS Balance of Payments
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assets. As a proportion of GDP investment 
income was 0.9 per cent in 2008 quarter 
four, but this represents a fall from 2.2 per 
cent in the previous quarter and from 3 per 
cent in the fi nal quarter of 2007.

UK’s international investment position 
shows a signifi cant surplus in direct 
investment. As mentioned in the section on 
PNFC net-lending, falling property income 
achieved by the UK corporate sector 
was the consequence of falling earnings 
from direct investments as a result of the 
global downturn. Th is same aff ect also 
appears to be refl ected here, with lower 
earnings on UK foreign direct investment 
weakening the Current Account through 
the investment income channel. 

LABOUR MARKET

Unemployment passes 
through 2 million

Labour Market Statistics released 
by ONS in March reported that 
unemployment rose through the 

2 million level. In the three month 
period, November-January 2009, 
unemployment increased by 165,000 from 
the previous three-month period to 2.029 
million, corresponding to a rise in the 
unemployment rate from 6 per cent to 6.5 
per cent (Figure 10).

Unemployment has risen signifi cantly 
since last year, evidence that the downturn 
in economic activity has fed through 
strongly to the labour market. Compared 
to the same three months in 2007 
unemployment has grown by 421,000 from 
a rate of 5.2 per cent. Unemployment is now 
at its highest rate since the fi nal quarter of 
1997. However, it is still far below the peak 
reached during the last UK recession, when 
in the three months December-February 
1993 unemployment reached 3.025 million 
constituting a rate of 10.7 per cent. 

Various other indicators of a constrained 
labour market show similar trends 
(Figure 11). Total numbers of temporary 
and part time workers have fallen during the 
last year, but the proportions that sight their 
reason for being employed in these types of 
jobs due to the inability to fi nd permanent 
or full-time work has in fact grown. Th e 
proportion of temporary workers who were 
unable to fi nd full time work rose by 2.8 
percentage points in the latest three-month 
period (November-January 2009) to 28.1 
percent and is now at its highest rate for 8 
years. Part-time workers, unable to fi nd a full-
time job, have also risen, up 0.9 percentage 
points in the same period. Th e current rate 
of 10.7 per cent is also close to a 10 year high, 

but still below the rates recorded during the 
recession of the early 1990s. 

Jobs and vacancies fall 
and redundancies rise

Latest data from Workforce Jobs show 
that in the fi nal quarter of 2008 total 
jobs had fallen by 284,000 to 31.3 

million compared to the same quarter in 
2007, a 0.9 per cent contraction. 

A breakdown of the 0.9 percent fall 
in 2008 quarter four jobs by industry is 
shown in Figure 12. Th ere is a fairly clear 
correspondence with the data on output, 
suggesting that both at an industry and 
aggregate level; there has been a fairly 
strong pass-through from falling output 
to jobs. Th e three largest contributions to 
falling jobs came from the manufacturing, 
distribution, hotels and catering, and the 
fi nancial and business services industries. 
Jobs in education, health and public 
administration on the other hand made a 
positive contribution.

Data on vacancies and redundancies 
shows a similar industry pattern. Total 
vacancies have fallen considerably since 
the second half of 2008. Based on a rolling 
three month average total vacancies 
were down by 203,000 in the period 

December-February 2009 compared to 
the same period in the previous year with 
the biggest contributions coming from 
distribution, hotels and restaurants and 
fi nance and business services. Th e vacancy 
rate, that is the number of vacancies 
per 100 employee jobs, has fallen by 0.8 
percentage points in the last year. Changes 
in the vacancy rate of each industry are 
presented in Figure 13. 

Headline fi gures show a more than 
doubling in the number and rate of 
redundancies relative to the previous year. 
In the three month period November 
to January 2009 there were 266,000 
redundancies. Th e redundancy rate, 
calculated as the ratio of the redundancy 
level for the given quarter to the number 
of employees in the previous quarter 
multiplied by 1000, was 10.5 per cent. In the 
same three month period a year earlier, total 
redundancies were 112,000, corresponding 
to a rate of 4.4 per cent. Th e sharp increase 
in redundancies is a signifi cant indicator 
of the strong pass through from falling 
output to the labour market. As fi rms face 
costs in hiring and fi ring labour it is highly 
suggestive that fi rms expect a large and 
protracted downturn in economic activity.

Although not directly comparable to 
the headline fi gures ONS, in its Labour 

Figure 10
Unemployment rate
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 Source: ONS Labour Force Survey
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Market Statistics release, does provide 
some detail on the level of redundancies by 
industry (Figure 14). Th e manufacturing, 
construction, distribution and fi nancial 
and business services industries accounted 
for most of the recent increase in 
redundancies, while redundancies in the 
public administration, education, health 
and social services sector were much lower 
in comparison. 

CONSUMER PRICES

Rate of consumer prices 
infl ation up to 3.2 per 
cent

In February the Consumer Prices Index 
(CPI) increased by 3.2 per cent compared 
to the same month a year earlier. Infl ation 

in the Retail Prices Index (RPI) and the RPIX 
(RPI excluding mortgage interest payments) 
was zero and 2.5 per cent respectively (Figure 
15). Th e diff erence between latest CPI and 
RPI infl ation rates predominately refl ects the 
housing elements that are included in the 
RPI basket but not the CPI. Mortgage interest 
payments; have fallen considerably in line 
with base rates, reducing RPI infl ation by 
2.56 per cent relative to CPI. Other housing 
elements, including depreciation pushes the 
RPI down by a further 0.75 per cent. Many 
of these elements are related to overall house 
prices, which have defl ated signifi cantly in 
the last year. Th erefore, the total housing 
impact is to reduce RPI infl ation 3.3 per cent 
relative to CPI.

Formula and coverage eff ects are the 
other factors accounting for the diff erences 
between CPI and RPI infl ation. Th e 
formula eff ect refers to the diff erent types 
of average used in each index to produce 
the headline fi gure from the individual 
prices that make up each basket of goods 
and services. CPI is based on a geometric 
mean, whereas RPI is calculated using the 
arithmetic mean. If all things are equal, 
the geometric mean is always equal or less 
than the arithmetic mean. Th erefore there 
should be a positive wedge between the CPI 
and RPI. Th is is why the infl ation target set 
by the government was lowered from 2.5 
per cent to 2 percent when the preferred 
target measure changed from RPIX to CPI 
in December 2003, and why it is of interest 
just how far the current RPI infl ation rate 
has fallen below that of the CPI.

Th e remainder of the diff erence are 
coverage eff ects other than housing 
elements and weights. CPI and RPI baskets 
of goods and services consist of slightly 
diff erent items, and oft en where an item is 
included in both calculations it may have 

Figure 12
Contributions to jobs growth by industry (2008 Q4)

Percentage growth

Note: Source: ONS Workforce Jobs

Actual four-quarter growth rates of each sector are in brackets.
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Figure 13
Annual changes in the vacancy rate by industry (Dec–Feb 2009)

Percentage points

Note: Source: ONS Vacancy Survey

Current vacancy rate of each sector are in brackets.
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Figure 14
Redundancies by industry (2008 Q4)
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 Source: ONS Labour Force Survey
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a diff erent respective weight. At present, 
these eff ects are close to cancelling out the 
formula eff ects, leaving the housing related 
elements to account for the divergence 
between CPI, RPIX and RPI infl ation rates. 

Latest CPI infl ation rates saw a reversal 
of recent downward trends with a 0.2 
percentage increase from the previous 
month. A breakdown of this increase 
is outlined in Figure 16. Housing and 
household services made a signifi cant 
negative contribution, but all other 
components of the CPI index rose. 
In particular, relatively large positive 
contributions came from food and non-
alcoholic beverages and recreation and 
culture which were driven by price increases 
of toys and games.  Transport costs also 
made a positive contribution aft er the rise 
in petrol prices was greater than in the same 
month last year. As many of these items are 
imported it suggests that the depreciation 
of sterling is beginning to have an upward 
eff ect on consumer price infl ation.

Despite the February infl ation fi gures 
surprising on the upside the expectation 
is that infl ation will continue to fall in 
2009. Firstly as the spike in food and 
energy prices from last year fall out of the 
calculation and are reversed, and secondly 
as the recession opens up spare capacity in 
the economy putting downward pressure 
on costs and prices. According to HM 
Treasury’s average of independent forecasts, 
CPI infl ation will fall to 0.4 per cent in 2009 
quarter four before rising to 1.6 per cent 
the year aft er. Corresponding forecasts for 
RPI infl ation are -1.8 per cent for the fi nal 
quarter of 2009 and 2.4 per cent in 2010.

Figure 15
Consumer Prices Infl ation

Percentages

 Source: ONS Consumer Prices Index
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Figure 16
Contributions to February 2009 0.2 per cent increase in Consumer 
Prices Infl ation
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 Source: ONS Consumer Prices Index
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Key indicators

Seasonally adjusted unless otherwise stated

 Source 2007 2008 2008 2008 2008 2008 2009 2009
 CDID    Q2 Q3 Q4 Dec Jan Feb

The data in this table support the Economic review by providing some of the latest estimates of Key indicators.

GDP growth – chained volume measures (CVM)         

Gross domestic product at market prices ABMI 3.0 0.7 0.0 –0.7 –1.6 .. .. ..
         
Output growth – chained volume measures (CVM)         

Gross value added (GVA) at basic prices ABMM 2.9 0.7 0.0 –0.7 –1.6 .. .. ..
Industrial production CKYW 0.1 –2.8 –1.2 –1.7 –4.5 –1.5 –2.6 ..
Manufacturing CKYY 0.2 –2.6 –1.3 –1.9 –4.9 –1.9 –2.8 ..
Construction GDQB 2.6 0.3 –0.5 –1.0 –4.9 .. .. ..
Services GDQS 3.5 1.5 0.3 –0.5 –0.8 .. .. ..
Oil and gas extraction CKZO –2.4 –4.6 –0.3 –0.9 –2.0 –0.4 –0.7 ..
Electricity, gas and water supply CKYZ 1.1 –0.2 –0.5 –0.9 –1.3 0.4 0.1 ..
Business services and fi nance  GDQN 5.5 2.4 0.6 –0.6 –0.6 .. .. ..
         
Household demand         

Retail sales volume growth EAPS 4.3 3.5 0.4 –0.1 0.8 1.9 0.8 –1.9
Household fi nal consumption expenditure growth (CVM) ABJR 3.0 1.4 –0.4 –0.2 –1.0 .. .. ..
GB new registrations of cars (thousands)1 BCGT 2,390 2,112 557 542 338 .. .. ..
         
Labour market2,3         

Employment: 16 and over (thousands) MGRZ 29,222 29,443 29,505 29,407 29,361 29,379 .. ..
Employment rate: working age (%) MGSU 74.6 74.5 74.7 74.4 74.1 74.1 .. ..
Workforce jobs (thousands) DYDC 31,471 31,661 31,661 31,520 31,318 .. .. ..
Total actual weekly hours of work: all workers (millions) YBUS 936.1 940.7 939.9 940.9 934.0 935.7 .. ..
Unemployment: 16 and over (thousands) MGSC 1,653 1,776 1,685 1,825 1,971 2,029 .. ..
Unemployment rate: 16 and over (%) MGSX 5.3 5.7 5.4 5.8 6.3 6.5 .. ..
Claimant count (thousands) BCJD 863.3 902.4 826.5 908.3 1,078.2 1,159.2 1,252.7 1,391.1
Economically active: 16 and over (thousands) MGSF 30,875 31,220 31,190 31,232 31,333 31,408 .. ..
Economic activity rate: working age (%) MGSO 78.9 79.1 79.1 79.1 79.2 79.4 .. ..
Economically inactive: working age (thousands) YBSN 7,940 7,872 7,872 7,887 7,858 7,797 .. ..
Economic inactivity rate: working age (%) YBTL 21.1 20.9 20.9 20.9 20.8 20.6 .. ..
Vacancies (thousands) AP2Y 660 617 649 599 531 531 506 482
Redundancies (thousands) BEAO 127 163 127 156 259 266 .. ..
         
Productivity and earnings annual growth         

GB average earnings (including bonuses)3 LNNC .. .. 3.5 3.3 3.1 3.1 1.8 ..
GB average earnings (excluding bonuses)3 JQDY .. .. 3.7 3.6 3.6 3.6 3.5 ..
Whole economy productivity (output per worker) A4YN .. .. 0.7 0.1 –1.8 .. .. ..
Manufacturing productivity (output per job) LOUV .. .. .. .. .. –4.1 –6.5 ..
Unit wage costs: whole economy LOJE .. .. 2.4 2.9 4.7 .. .. ..
Unit wage costs: manufacturing LOJF .. .. .. .. .. 6.8 9.0 ..
         
Business demand         

Business investment growth (CVM) NPEL 9.9 0.1 0.9 –0.8 –1.5 .. .. ..
         
Government demand         

Government fi nal consumption expenditure growth NMRY 1.5 3.4 1.1 0.7 1.3 .. .. ..
         
Prices (12–monthly percentage change – except oil prices)1         

Consumer prices index D7G7 2.3 3.6 3.4 4.8 3.9 3.1 3.0 3.2
Retail prices index CZBH 4.3 4.0 4.4 5.0 2.7 0.9 0.1 0.0
Retail prices index (excluding mortgage interest payments) CDKQ 3.2 4.3 4.4 5.3 3.8 2.8 2.4 2.5
Producer output prices (excluding FBTP)4,5 PLLV 1.9 4.7 5.2 5.9 5.0 5.0 4.0 3.7
Producer input prices5 RNNK 3.0 21.6 29.9 28.2 9.0 3.2 1.5 0.5
Oil price: sterling (£ per barrel) ETXR 36.11 52.10 62.35 61.64 35.69 29.13 31.29 27.42
Oil price: dollars ($ per barrel) ETXQ 72.44 98.37 122.87 116.89 57.24 43.28 45.23 39.51
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Notes: Source: Offi ce for National Statistics

1 Not seasonally adjusted.         
2 Annual data are the average of the four quarters except for workforce jobs (June).    
3 Monthly data for vacancies and average earnings are averages of the three months ending in the month shown. Monthly data for all other series except 

claimant count are averages of the three months centred on the month shown.    
4 FBTP: food, beverages, tobacco and petroleum.       
5 Now derived from not seasonally adjusted series.
6 Volumes, 2003 = 100.         
7 Replacement for series M0 which has ceased publication.      
         
Further explanatory notes appear at the end of the Key times series section.     

External indicators – non-ONS statistics         

  2008 2008 2008 2008 2008 2009 2009 2009
  Aug Sep Oct Nov Dec Jan Feb Mar

Seasonally adjusted unless otherwise stated

 Source 2007 2008 2008 2008 2008 2008 2009 2009
 CDID    Q2 Q3 Q4 Dec Jan Feb

Financial markets1         

Sterling ERI (January 2005=100) BK67 103.5 90.9 92.9 91.6 83.6 78.1 76.6 78.3
Average exchange rate /US$ AUSS 2.0018 1.8528 1.9705 1.8918 1.5699 1.4859 1.4452 1.4411
Average exchange rate /Euro THAP 1.4619 1.2588 1.2615 1.2586 1.1957 1.1043 1.0919 1.1264
3-month inter-bank rate HSAJ 5.95 2.75 5.88 6.15 2.75 2.75 2.00 1.95
Selected retail banks: base rate ZCMG                                         2.00 1.50 1.00
3-month interest rate on US Treasury bills LUST 3.29 0.11 1.87 0.90 0.11 0.11 0.24 0.26
         
Trade and the balance of payments         

UK balance on trade in goods (£m) BOKI –89,754 –92,876 –23,303 –23,619 –22,711 –7,232 –7,745 ..
Exports of services (£m) IKBB 149,191 165,944 40,920 40,262 44,269 13,698 13,837 ..
Non-EU balance on trade in goods (£m) LGDT –47,768 –53,690 –13,027 –14,582 –14,075 –4,340 –5,704 ..
Non-EU exports of goods (excl oil & erratics)6 SHDJ 116.7 125.0 127.4 127.7 117.4 117.6 97.1 ..
Non-EU imports of goods (excl oil & erratics)6 SHED 131.6 132.0 132.2 134.0 127.9 124.8 122.7 ..
Non-EU import and price index (excl oil)6 LKWQ 104.2 116.5 113.1 116.8 126.4 129.4 131.0 ..
Non-EU export and price index (excl oil)6 LKVX 102.5 110.6 108.7 110.4 116.9 119.7 122.6 ..
         
Monetary conditions/government fi nances         

Narrow money: notes and coin (year on year percentage growth)7 VQUU 5.8 7.3 5.7 5.2 7.3 7.3 7.8 8.3
M4 (year on year percentage growth) VQJW 12.7 12.9 11.5 12.1 16.2 16.2 17.5 18.7
Public sector net borrowing (£m) –ANNX 33,535 67,898 22,213 14,060 32,590 14,915 –2,618 8,991
Net lending to consumers (£m) RLMH 13,073 11,025 3,142 1,927 1,379 160 165 –245

Activity and expectations         

CBI output expectations balance1 ETCU –13 –16 –31 –42 –42 –43 –44 –48
CBI optimism balance1 ETBV                 –60                 –64                
CBI price expectations balance ETDQ 29 24 11 2 2 –16 –14 –13
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Independent forecasts

March 2009

UK forecasts
The tables below supplement the Economic Review by providing a forward-looking view of the UK economy. The tables shows the average and range 
of independent forecasts for 2009 and 2010 and are extracted from HM Treasury’s Forecasts for the UK Economy.

Selected world forecasts
The tables below supplement the Economic Review by providing a forward-looking view of the world economy. The tables show forecasts for a range of 
economic indicators taken from Economic Outlook (November 2008), published by OECD (Organisation for Economic Co-operation and Development).

2009    2010

Average Lowest Highest

GDP growth (per cent) –3.1 –4.1 –1.3
Infl ation rate (Q4, per cent)
CPI 0.4 –0.8 1.8
RPI –1.8 –3.7 1.0
Claimant count (Q4, million) 1.93 1.34 2.30
Current account (£ billion) –32.3 –74.9 –3.3
Public Sector Net Borrowing 
   (2008–09, £ billion)

135.3 85.7 180.0

Average Lowest Highest

GDP growth (per cent) 0.4 –1.2 2.4
Infl ation rate (Q4, per cent)
CPI 1.6 0.1 3.7
RPI 2.4 0.1 5.4
Claimant count (Q4, million) 2.27 1.21 2.80
Current account (£ billion) –29.0 –120.0 29.7
Public Sector Net Borrowing 
   (2009–10, £ billion)

138.6 94.7 189.0

Notes
Forecast for the UK economy gives more detailed forecasts, and is published monthly by HM Treasury. It is available on the Treasury’s website at: 
www.hm-treasury.gov.uk/data_forecasts_index.htm

2008

US Japan Euro area Total OECD

Real GDP growth (per cent) 1.4 0.5 1.0 1.4

Consumer price (percentage change from previous year) 3.6 1.4 3.4 3.3
Unemployment rate (per cent of the labour force) 5.7 4.1 7.4 5.9
Current account (as a percentage of GDP) –4.9 3.8 –0.4 –1.5
Fiscal balance ( as a percentage of GDP) –5.3 –1.4 –1.4 –2.5

2009

US Japan Euro area Total OECD

Real GDP growth (per cent) –0.9 –0.1 –0.6 –0.4
Consumer price (percentage change from previous year) 1.2 0.3 1.4 1.7
Unemployment rate (per cent of the labour force) 7.3 4.4 8.6 6.9
Current account (as a percentage of GDP) –3.9 4.3 –0.1 –1.1
Fiscal balance ( as a percentage of GDP) –6.7 –3.3 –2.2 –3.8

Notes
The OECD Economic Outlook is published bi-annually. Further information about this publication can be found at www.oecd.org/eco/Economic_Outlook 



Economic & Labour Market Review | Vol 3 | No 4 | April 2009 

17Office for National Statistics

Young people and 
the labour market

This article analyses the experiences 
of young people in the labour market 
today, looking at their economic activity, 
earnings and skills, using the UK’s Labour 
Force Survey. It also looks at the family 
and household circumstances of young 
people using education research and the 
Annual Population Survey. 

What is clear from these analyses is 
the importance of considering education 
status when looking at the labour market 
activity of this age group, as many young 
people are in a period of transition 
between school and work. The decline of 
manufacturing and rise of employment in 
the service sector appears to have been 
signifi cant. And the impact of parental 
attitudes to education and of family 
background should also be considered. 
Evidence suggests those young people 
who are not in employment, education 
or training (NEET) are considerably more 
likely to be living with one parent or in a 
household where no one is working.

SUMMARY

FEATURE

Catherine Barham, Annette Walling, 
Gareth Clancy, Stephen Hicks 
and Sarah Conn
Offi ce for National Statistics

Introduction

There has been increasing interest in 
young people over recent years, for 
a variety of reasons . Employment 

rates for people aged 16 and over have been 
increasing steadily since the mid 1990s, 
with the exception of those aged under 25 
(Figure 1). For those under 25, the decline 
in employment has been particularly 
marked among the 16 and 17 year olds. 
Young people also play an important part in 
the dynamics of the labour market because 
they are a source of labour supply. As older 
people move out of economic activity 
through retirement, whether voluntary or 
involuntary, young people are needed to 
fi ll the gap. Clearly older people are likely 
to have acquired a wider range of skills 
and experience by the time they move out 
of work and so the process is not simply 
one of like for like job replacement.. Th e 
balances between these changes in supply 
are important to understand as well as 
the stages young people go through from 
education to employment.

Th e transition between school and work 
has become longer and more complex 
in recent years, with the increase in 
options for further education beyond 16. 
Consequently, young people now enter the 
labour market at a much wider range of 
ages than previously. In addition, changes 
in the structure of the labour market over 
the past two decades have had an impact on 
the options available to young people. Th is 
article investigates these changes and looks 
at the some of the implications for certain 
groups of young people. 

Population of young people
One aspect to consider when looking at 
changing supply over recent years is the 
change in the structure of population 
available to work. Although the size of 
the working age population has increased 
from just under 35 million in March-May 
1992 to just under 38 million in October to 
December 2008, the proportion of young 
people aged under 25 has changed relatively 
little. Th e proportion of 16 and 17 year olds 
was the same in March-May 1992 as it was 
in October to December 2008, making up 
4.1 per cent of the working age population. 
Th e proportion of young people aged 18-24 
dipped to a low of 13.5 per cent in June-
August 2000 and has since risen slightly to 
15.1 per cent in November to January 2008. 

Clearly the composition of the labour 
force is an important factor when 
comparing the experiences of groups 
within the labour market. Th ere have been 
concerns in the past that the falling birth 
rate in the 1970s would have a negative 
impact on the supply of young people 
into the labour market in the 1990s. 
Th is coupled with the increase in the 
proportions of young people staying on in 
further education was predicted to result 
in severe shortages of young people in 
jobs. Th is trend does not, however, appear 
to have materialised, partly due to the 
increased number of students joining the 
labour market. 

Participation in education
As mentioned, the increase in the number 
of students has been one of the major 
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Figure 1
Employment rates by age, March to May 1992 to October to December 2008

United Kingdom
Percentages, seasonally adjusted

 Source: Labour Force Survey
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changes impacting on the age and process 
by which young people enter the labour 
market. Figure 2 shows these increases in 
participation in post-compulsory education 
over the last two decades. Since the fi rst 
quarter of 1992, the proportion of 16 and 17 
year olds in full time education increased 
from 57 per cent to 74 per cent in the fourth 
quarter of 2008. A similar increase has been 
seen among young people aged 18-24. Th e 
proportion in full-time education increased 
from 11 per cent in the same period in 1992 
to 24 per cent in quarter four 2008. Overall, 
a third of all those aged under 25 were in 
full-time education at the end of 2008. 

Th ese fi gures are taken from Table 14 of 
the Labour Market Statistics (LMS) which 
is published on the National Statistics 
website on a monthly basis. Analysis carried 
out for this article identifi ed an improved 

Figure 2
Percentage of young people in full-time education by age, March to May 1992 to October to December 2008

United Kingdom
Percentages, seasonally adjusted

 Source: Labour Force Survey

0

10

20

30

40

50

60

70

80
16–17 18–24 under 25

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

method of identifying students from the 
LFS. Further details on the fi ndings of this 
analysis are given in the technical note but 
essentially a new method was devised which 
identifi ed students in any form of education 
rather than just those on full-time courses. 
It should be noted that the fi gures used in 
the rest of this article are for young people 
in any education and therefore are not 
directly comparable with those in the Table 
14 of the LMS release. 

Sub-groups of young people
Th e Labour Force Survey classifi es young 
people in a variety of ways, depending on 
their economic status. One of the issues 
with presenting information on young 
people from the LFS is that it is possible for 
young people to be in more than one group. 
For example, students, such as those who 

are participating in any form of education 
or training, can also be working for more 
than one hour in the reference week and 
will therefore be classifi ed as employed. 
Most students who are not working will 
only be classifi ed as economically inactive 
with the reason for inactivity given as 
‘student’. Table 1 shows this in more detail. 

In 2008, 53 per cent of young people aged 
16 and 17 were in education and inactive 
and 28 per cent were in education and also 
employed. Overall, 89 per cent of this age 
group were in some form of education. 
Just over a third of the 16 and 17 year olds 
were in employment, either in addition to 
their studies or not, compared with just 
under two thirds of those aged 18-24. Th is 
clearly refl ects the completion of studies 
and movement into employment for some 
people in this age group. 
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Box 1
Technical Note

Table 14 of the LMS First Release shows estimates of the labour 
market status of young people by their education status. 
Education status is broken down into two groups: 

■ In full-time education (FTE)
■ Not in full-time education 

Respondents with unknown education status are put into the 
‘not in FTE education’ category. This has the impact of over-
estimating the number of young people who are not in FTE and 
underestimates their economic activity and employment rates, 
particularly for the 16 and 17 age groups.
 
The method used in the analysis shown in this article uses an 
alternative method whereby cases with unknown education 

status are excluded from the analysis instead of being treated as 
‘not in FTE’. In addition, the new method also uses responses to 
additional LFS questions to identify people who are in education. 
This includes respondents who say they are studying for a 
qualifi cation, or doing an apprenticeship and those whose reason 
for inactivity is ‘student’. 

This article also shows a breakdown of education status using 
an ‘in any education/not in any education’ split due to concerns 
about the assumption that certain types of course are not full-
time, which may not be a valid assumption. 

The content of Table 14 is being looked at as a separate strand 
of work related to this analysis. 

Table 1
Education and labour market status of young people by age, 
average for 2008

United Kingdom Thousands and percentages

Notes: Source: Labour Force Survey

1 Base for percentages excludes people with unknown education status.
2 Totals include people with unknown education status.

16 17 16-17 18-24 16-24

Per cent

In employment and in education1 20 36 28 21 23
In employment, not in education1 2 8 5 42 34
Total in employment 22 44 33 64 57

Unemployed and in education1 9 7 8 2 4
Unemployed, not in education1 3 5 4 7 7
Total unemployed 11 12 12 10 10

Inactive and in education1 65 42 53 18 26
Inactive, not in education1 2 3 2 8 7
Total inactive 66 45 55 27 33

Total in education1 94 85 89 42 52

Total not in employment, education or training (NEET)1 4 8 6 15 13

Total 100 100 100 100 100

Thousands

In employment and in education 157 284 441 1,207 1,648

In employment, not in education 15 60 75 2,414 2,489

Total in employment2 175 347 522 3,653 4,175

Unemployed and in education 65 55 120 141 261

Unemployed, not in education 20 39 59 414 474

Total unemployed2 90 95 184 560 744

Inactive and in education 474 332 805 1,043 1,848

Inactive, not in education 11 21 32 469 501

Total inactive2 517 354 872 1,520 2,392

Total in education 696 670 1,366 2,391 3,757

Total not in employment, education or training (NEET) 31 61 92 883 974

Total2 782 796 1,578 5,733 7,311

It is worth mentioning at this stage that 
13 per cent of the 16-24 age group were 
not in employment, education or training 
(NEET) in 2008. Th is sub-group is of 
interest to policy makers and labour market 
commentators due to the implications this 
may have for the future labour market 
experiences of these people and is covered 
in more detail in a later section. 

Young people in employment
Young people, particularly those aged 
16 and 17 who are not in any form 
of education, appear to have been 
experiencing decreases in employment 
rates and increases in unemployment 
since around the late 1990s. Th e increases 
in participation in education post 16 are 
one factor in explaining this trend. An 
additional issue to consider is the wider 
change to the structure of the labour 
market in terms of industrial sectors which 
may have had a fundamental impact on 
the demand for young people’s labour. In 
general terms, there has been a decline in 
industrial and agricultural employment and 
a growth in the size of the service sector 
since the late 1970s. Th e manufacturing 
industry was the largest industry in 
September 1978, comprising 26 per cent 
of all employee jobs. It has fallen to being 
the fourth largest industry in September 
2008, with only 10 per cent of employee 
jobs, behind public administration, 
distribution, hotels and restaurants and 
the banking sectors. Th e decline in the 
manufacturing sector is likely to have had a 
particular impact on young people as craft  
apprenticeships were an important route 
into the labour market particularly for 
males (Felstead et al 1999). 

Table 2 shows the industries in which 
young people were working in 1995 and 
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Table 2
Percentage breakdown of young people in employment by industry, averages for 1995 to 2008

United Kingdom Percentages

16-17

Agriculture & 

fi shing 

(A,B)

Mining, 

energy & water 

(C,E)

Manufacturing 

(D)

Construction 

(F)

Distribution, 

hotels and 

restaurants 

(G,H)

Transport, 

storage and 

communications 

(I)

Finance & 

business 

services (J,K)

Public 

administration, 

education and 

health (L,M,N)

Other services 

(O-Q)

Total Services 

(G-Q) Total

1995 * * 12 5 58 2 5 6 9 81 100
1996 * * 12 4 59 2 5 6 9 81 100
1997 2 0 12 4 58 2 5 6 10 82 100
1998 2 0 11 5 60 2 5 6 9 82 100
1999 1 0 10 5 61 2 5 5 10 83 100
2000 1 0 8 5 61 2 5 6 10 86 100
2001 * * 9 5 62 2 5 6 9 85 100
2002 * * 8 6 64 2 5 6 9 85 100
2003 * * 6 6 64 2 4 6 10 86 100
2004 1 0 6 6 63 2 4 7 11 87 100
2005 * * 6 6 65 2 4 6 10 87 100
2006 * * 4 7 64 2 4 6 12 87 100
2007 1 0 4 7 66 1 4 5 11 87 100
2008 1 0 5 7 62 2 3 8 12 87 100

18-24

 

Agriculture & 

fi shing 

(A,B)

Mining, 

energy & water 

(C,E)

Manufacturing 

(D)

Construction 

(F)

Distribution, 

hotels and 

restaurants 

(G,H)

Transport, 

storage and 

communications 

(I)

Finance & 

business 

services (J,K)

Public 

administration, 

education and 

health (L,M,N)

Other services 

(O-Q)

Total Services 

(G-Q) Total

1995 2 1 19 7 30 5 15 15 7 72 100
1996 2 1 19 6 31 5 14 15 7 73 100
1997 1 1 18 6 33 5 14 14 7 74 100
1998 1 1 18 6 33 5 15 13 8 74 100
1999 1 1 16 6 33 6 16 14 8 76 100
2000 1 1 15 6 33 6 16 14 7 77 100
2001 1 1 14 7 33 6 17 15 7 77 100
2002 1 1 13 7 33 6 16 16 7 78 100
2003 1 1 12 8 35 5 15 16 8 79 100
2004 1 1 10 8 36 5 14 17 8 80 100
2005 1 1 10 9 35 5 14 16 8 79 100
2006 1 1 9 9 35 5 15 16 8 79 100
2007 1 1 10 9 34 5 15 16 8 78 100
2008 1 1 9 9 36 4 14 16 9 80 100

Note: Source: Labour Force Survey

* Sample too small to provide an estimate.
 0 cells indicate percentage is less than 1. 

2008. What is immediately apparent is that 
there is a distinct concentration of young 
people in a few industry groups, particularly 
among those who are in some form of 
education. Among 16-24 year olds, the 
proportion of all employed young people of 
this age in the service sector has increased 
over the last decade from 73 per cent in 
1995 to 81 per cent in 2008. Young people 
aged 16, 17 were most commonly working 
in distribution, hotels and restaurant 
sectors and this proportion has changed 
relatively little over the period. What is also 
interesting is that the proportions of both 
the 16, 17 and 18-24 age groups working in 
manufacturing has more than halved over 
the period. 

Th is shift  away from manufacturing and 
towards the service sector has changed 
not only the number of jobs in diff erent 
industry groups, but also the types of 
jobs available in these sectors. Jobs in the 

manufacturing industry were primarily 
full-time whereas the expansion of the 
service sector has seen an increase in part-
time work and other non-standard forms 
of employment (Felstead 1999). Th ese 
structural shift s have also meant changes to 
the distribution of occupations. Although 
there has been an expansion in the lower 
level personal service and sales occupations, 
the general trend has been a growth in 
the higher level ‘white collar’ occupations. 
Th e shift  away from manufacturing has 
also meant there has been a decline in 
most manual occupations. Th ese factors 
have all contributed to make the labour 
market harder for those with low skill and 
qualifi cation levels, including young people. 
Alongside these changes, it should also be 
noted that young people are increasingly 
less likely to have low skills and/or no 
qualifi cations. 

As young people make the transition 

from education into employment, they 
come into direct competition with adult 
workers. Young people are, by defi nition, 
less experienced, probably less skilled in 
work terms, require more training and may, 
as a result of their lower cost, be a more 
fl exible workforce. In some industries, these 
factors will mean that young people are 
in competition with unskilled and adult 
workers with lower education levels and 
therefore tend to be more concentrated in 
occupations where the demand for these 
types of jobs is higher. 

Table 3 indicates that in 2008, young 
people aged 16-24 were more likely to 
be in elementary and sales and customer 
service occupations than any of the higher 
managerial groups. Th e pattern by age 
shows that among the 18-24 year olds, there 
is a movement into the higher groups with 
just under 10 per cent being employed 
as managers and senior offi  cials and 
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Table 3
Young people in employment by occupation and age, average for 2008

United Kingdom Percentages

Note: Source: Labour Force Survey

* Sample too small to provide an estimate.

Standard Occupation Classifi cation (SOC) 2000 16-17 18-24 All aged 16-24

1 Managers and Senior Offi cials * 4 4
2 Professional occupations * 5 5
3 Associate Professional and Technical 3 12 11
4 Administrative and Secretarial 4 12 11
5 Skilled Trades Occupations 9 12 11
6 Personal Service Occupations 9 10 10
7 Sales and Customer Service Occupations 35 19 21
8 Process  Plant and Machine Operatives 1 5 5
9 Elementary Occupations 37 20 22

Total 100 100 100

professional occupations. Th is is still a much 
lower proportion compared with all people 
aged 16 and over, 28 per cent of whom were 
in the managerial and profession groups in 
2008. Th is is perhaps to be expected given 
the link with experience for some of the jobs 
within this category. 

Th e LFS can also be used to look at 
the proportion of temporary jobs among 
young people in work by their education 
status. While it is clear that a relatively 
small proportion of young people are in 
this type of employment (17 per cent of 
16-17 year olds and 12 per cent of 18-24 
year olds in 2008), there appears to be a 
distinction between the type of jobs taken 
by young people in education compared 
to those who are not. Around 17 per cent 
of all young employees aged 16 and 17 
were in temporary jobs in 2008 whereas 
for those aged 18 to 24, 17 per cent of 
those in education were in temporary jobs 
compared with only 9 per cent of those not 
in education.

Table 4 shows the responses given when 
respondents were asked for the reason why 
they were in a temporary job. Over a half 
of young people aged 16-24 in education 
gave their reasons as being ‘did not want 
a permanent job’. Th e pattern changes 

signifi cantly for those young people who 
were not in education as 48 per cent of 
those aged 16 and 17 gave their reason as 
‘could not fi nd a permanent job’. 

Education and Skills of Young 
People
People oft en forego earnings early on in 
their career to develop additional skills 
from education and training. While young 
people consider the amount they wish to 
invest in themselves, fi rms must consider 
both the cost of a workers salary and the 
training when deciding who and how 

many people to recruit. For each individual 
employee these employee costs are known 
as the marginal cost of an employee, and 
in the short term fi rms will hire until the 
marginal cost of the additional worker is 
equal to the monetary value of the output 
that worker produces (the marginal 
product).

Figure 3 shows that the recruitment of 
young people increases as the size of the 
fi rm increases. Th is information comes 
from the National Employer Skills Survey 
rather than the Labour Force Survey. 
Only 34 per cent of fi rms with fi ve to 24 
employees in 2007 have recruited young 
workers, whereas 73 per cent of fi rms of 
500 employees or more have recruited 
young workers. Th is fi ts with the theory 
that larger fi rms are able to take more 
risks, for example employing younger 
or inexperienced workers, because by 
recruiting higher numbers of people the 
average cost of recruiting falls. Th e training 
opportunities may also be greater in larger 
fi rms, which attracts younger workers or 
people with lower than average experience. 

One way young people can enter the 
workforce and build up new skills is 
through an apprenticeship. People working 
in the manufacturing and construction 
industries account for almost half of the 

Table 4
Temporary workers by reasons for taking a temporary job, by education status and age, average for 2008

United Kingdom Percentages

Notes: Source: Labour Force Survey

1 Total includes employees with unknown education status.
* Sample too small to provide an estimate.

In education Not in education Total1

16-17 18-24 16-24 16-17 18-24 16-24 16-17 18-24 16-24

Contract includes a period of training 6 9 8 * 6 6 6 7 7
Contract for probationary period 3 2 2 * 7 8 4 5 5
Could not fi nd permanent job 8 7 7 48 40 40 13 24 22
Did not want permanent job 53 50 51 14 17 17 48 34 36
Some other reason 30 32 32 20 30 29 28 31 30

Total 100 100 100 100 100 100 100 100 100

Figure 3
Recruitment of young people by size of fi rm, 2008

Percentages

 Source: National Employers Skills Survey

0
10
20
30
40
50
60
70
80
90

100

Total "2–4" "5–24" 25–99 100–199 200–499 500+
Yes No Don't know



Office for National Statistics22

Young people and the labour market Economic & Labour Market Review | Vol 3 | No 4 | April 2009

apprenticeships in the UK economy. 
As mentioned earlier, given that the 
manufacturing sector has declined in 
importance in the UK economy, the means 
of entry into the workforce has changed for 
young people. 

Table 5 shows the percentage of young 
people who have done, or are doing, an 
apprenticeship in each industry in 2008. 
Th e construction industry had the largest 
percentage of young people with an 
apprenticeship, at 41 per cent. Th is was 
then followed by the energy and water and 
manufacturing industries at 23 per cent 
and 20 per cent respectively. Th e industries 
with the lowest percentage of young people 
with apprenticeships were the distribution 
hotels & restaurants and banking, fi nance & 
insurance industries, both with 4 per cent.

Th is distribution of apprenticeships 
across industries has remained consistent 
over time, with the construction industry 
having the highest proportion of young 
people with apprenticeships for the 
last ten years. Th e energy & water and 
manufacturing industries have also been 

Table 5
Percentage1 of young people in employment who have completed or 
are currently doing an apprenticeship by industry sector of main job, 
16–24 year-olds, average for 2008

United Kingdom Percentages

Note: Source: Labour Force Survey

1 Base for percentages excludes people who did not state whether they were doing an apprenticeship.

Industry

A-B: Agriculture & fi shing 10
C E: Energy & water 23
D: Manufacturing 20
F: Construction 41
G-H: Distribution  hotels & restaurants 4
I: Transport & communication 9
J-K: Banking  fi nance & insurance etc 4
L-N: Public admin  education & health 6
O-Q: Other services 13

Total 100

Figure 4
On-the-job training by age and level of highest qualifi cation, 
average for 2008

Percentages

 Source: Labour Force Survey
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in the top four industries, along with 
other services. Th e distribution hotels and 
restaurants industry has fallen slightly over 
the last ten years, but it was always part 
of the lowest three industries for young 
people with apprenticeships, along with the 
banking, fi nance & insurance and public 
admin, education & health industries.

Th e majority of work based learning 
takes place as on the job training. As one 
would expect, job-related training is more 
concentrated among young people as 
they are able to use training as a trade off  
for experience. Figures from the LFS for 
2008 indicate that for those young people 
in employment, around 40 per cent had 
received some form of on-the job training 
in the previous three months compared to 
27 per cent for those of working age as a 
whole. Th is proportion drops off  to around 
a third of those in the 18-24 age group 
receiving training and to just over a fi ft h of 
those in the 50 to retirement age group. 

Th e age profi le for on-the job training 
fi ts well with economic theory on human 
capital investment and age earning profi les. 

Younger workers earn less because they are 
investing in human capital, which means 
that they are paid less as this ’investment‘ or 
training takes place on-the-job. As a worker 
ages, their earnings profi le is upward 
sloping because of they begin to receive 
the reward from this earlier investment in 
training. 

Figure 4 illustrates that a large 
percentage of people undertook on the job 
training in 2008, but there are diff erences 
by level of educational attainment. For 
those with their highest qualifi cation as 
’degree or equivalent‘, each age category 
up to and including the 55-59 group had 
more than 30 per cent of those employed 
receiving on the job training in the last 
three months. Th e initial training for 
entrants to the labour market from the 
GCSE educated group was comparable 
to that of the ’degree or equivalent‘ group 
(comparing those aged 16-19 with GCSE 
qualifi cations to those people aged 20-24 
with degree or equivalent). However, there 
was an immediate reduction in on the job 
training from 42 per cent for the 16-19 
year olds to 27 per cent for the 20-24 year 
age group for GCSE educated people, aft er 
which it levels off .

People with ’no qualifi cations‘ received 
the lowest amount of on the job training 
across all age groups. Th is chart also shows 
that overall, regardless of people’s highest 
qualifi cation, on the job training reduces 
noticeably from the age of 60 years. 

As Hasluck (1998) states in his review 
of research on young people, employers 
are increasingly looking for more skilled 
workers and frequently use qualifi cations 
as an indicator of technical capabilities. 
For those people who do not make 
the transition from school to work, 
joining a government scheme is another 
option. Since the 1970s and early 1980s 
diff erent approaches have been taken 
by governments to help young and 
unemployed people into work. Although 
the details vary from programme to 
programme, the general concept is the 
same, that employers provide a training 
place while the young person either 
continues to receive benefi ts or is paid 
a training allowance (either by the 
government or the employer). 

Th ere has been a dramatic reduction 
in the numbers on government training 
schemes since the early 1990s: the numbers 
of 16 and 17 year olds have reduced from 
a peak of 70,000 in 1997 to 31,000 in 2005. 
Young people aged 18-24 are now more 
likely to be on a scheme than those aged 
16 and 17: almost 50,000 were in 2005, a 
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reduction from 77,000 in 1997. Some of this 
decline can be explained by the changes in 
the policical and economic context over this 
period. For example, the gradual removal 
of youth training scheme guarantee and the 
introduction of the New Deal for Young 
People have meant fewer people are likely to 
be on these schemes. 

Earnings of young people
Th is section of the article brings together 
data from the Annual Survey of Hours 
and Earnings (ASHE) and the Labour 
Force Survey (LFS) to analyse the earnings 
of young people. Th e ASHE is the ONS’s 
preferred source for earnings analysis 
and has been used wherever possible. 
However, the LFS is used when looking at 
characteristics which are not available from 
the ASHE.

Figure 5 shows that the median hourly 
earnings excluding overtime of full-time 
employees aged 16 to 24 was £7.39 per hour 
in April 2008 (includes those on junior rates 
of pay). As expected, this is lower than older 
age groups where full-time employees aged 
25 to 34 years earned £11.92 per hour, 35 
to 49 year olds £13.37 and those aged 50 
and over £12.04. In percentage terms, 25 
to 34 year olds earned 38 per cent more on 
average than 16 to 24 year olds, 35 to 41 
year olds 45 per cent more and employees 
aged 50 and over 39 per cent more.

Since 1997, median earnings of young 
employees has grown at a very similar rate 
to the earnings of older employees. Th is 
has resulted in the pay gap between older 
and younger employees remaining fairly 
constant over the period. Since 2003, there 
has, however, been a slight increase in the 
pay gap between full-time employees aged 
50 and over and those aged 16 to 24. 

As well as looking at the diff erences 
between average earnings of younger and 
older age groups it is also possible to look 
at the diff erences in pay within the diff erent 
age groups. By looking at the distribution 
of earnings, it is possible to look at how 
large the gap is between low paid and high 
paid workers within each age group. Th e 
distribution of pay, and the change over 
time, for younger employees can then be 
compared with that of older employees. 

Figure 6 shows the ratio of the amount 
that the top 10 per cent of full-time 
employees earned per hour compared 
with the amount the bottom 10 per cent 
earned (the 90/10 ratio), by age group, 
since 1997. It fi rstly shows, as expected, 
there is a much smaller diff erence in young 
people’s pay than older workers pay, in that 
the distribution of pay for young people 

is narrower than it is for older groups 
of employees. In April 2008, the 90th 
percentile of hourly earnings was 2.25 times 
higher than the 10th percentile for full-time 
employees aged 16 to 24. Th is compares 
with a diff erence of almost four times for 
full-time employees aged 35 to 49 and 50 
years and over, and more than three times 
for full-time employees aged 25 to 34. Th e 
90/10 ratio for older groups of employees 
has remained fairly stable between 1997 and 
2008. However (as Figure 6 also illustrates), 
the distribution of pay for young people 
(aged 16 to 24 years) has narrowed since 
1997 with the 90/10 ratio closing by 19 per 
cent over this period from 2.78 in 1997 to 
2.25 in 2008.

Figure 7 suggests that this narrowing of 
the earnings distribution for young people 
over the period 1997 to 2008 has mainly 
occurred because of compression in the 
lower end of the earnings distribution. Th is 
is seen by comparing the median pay with 
the amount that the bottom 10 per cent of 

Figure 5
Median hourly earnings1 of full-time employees,2 April 2008

United Kingdom
£ per hour

Notes: Source: Annual Survey of Hours and Earnings

1 Hourly earnings excluding overtime for full-time employees, whose pay for the survey period was 
not affected by absence. 

2 Includes employees not on adult rates of pay.
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Figure 6
90/10 ratio of hourly earnings1 of full-time employees2

United Kingdom
Ratio

Notes: Source: Annual Survey of Hours and Earnings

1 Hourly earnings excluding overtime for full-time employees, whose pay for the survey period was 
not affected by absence. 

2 Includes employees not on adult rates of pay.
3 Vertical lines represent discontinuities in 2004 and 2006 ASHE results.
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the earnings distribution earned beneath 
(the 50/10 ratio). In 2008, the 50/10 ratio 
for 16 to 24 year old full-time employees 
was 1.36 compared with 1.60 in 1997 
representing a 15 per cent reduction over 
the period. Comparing this with the change 
in the 90/10 ratio (19 per cent) illustrates 
that the majority of the narrowing in 
earnings for young people has been from 
the lower half of the earnings distribution. 

One possible reason for this narrowing 
could be the introduction of the National 
Minimum Wage (NMW). Th e adult rate 
(for workers 22 and over) and the youth 
development rate (for 18 to 21 year olds) 
were introduced in 1999 and a further 
rate for 16 to 17 year olds was introduced 
in 2004. Young people are more likely to 
be earning below the NMW rates and 
therefore more likely to have benefi ted 
from this legislation since its introduction. 
For example, in April 2008, 3.9 per cent of 
16 and 17 year old employees were in jobs 
paid below the NMW compared with 2.6 
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Figure 7
50/10 ratio of hourly earnings1 of full-time employees2

United Kingdom
Ratio

Notes: Source: Annual Survey of Hours and Earnings

1 Hourly earnings excluding overtime for full-time employees, whose pay for the survey period was 
not affected by absence. 

2 Includes employees not on adult rates of pay.
3 Vertical lines represent discontinuities in 2004 and 2006 ASHE results.

1.25

1.40

1.55

1.70

1.85

2.00

200820072006200520042003200220012000199919981997
16 to 24 25 to 34 35 to 49 50 and over

per cent of 18 to 21 year olds and 0.9 per 
cent of employees aged 22 and over. For 
further information on the characteristics 
of those paid below the NMW see Hicks S, 
et al 2009.

Estimates from the Labour Force Survey 
show that there are large diff erences in 
earnings by the level of highest qualifi cation 
for employees. In April to June 2008, 16 
to 24 year old full-time employees with 
a degree or equivalent as their highest 
qualifi cation earned on average 58 per 
cent more than full-time employees with 
no qualifi cations (£9.47 compared with 
£6.00 per hour) (see Figure 8). It should 
be noted that this diff erence can partly be 
explained by the age and experience of 
young people as well as their qualifi cation 
level. Th is is because young people with 
degrees will be aged 21 and over, whereas 
those with no qualifi cation could be any age 
between 16 and 24. Young people aged 16 
to 24 who were full-time employees with 

GCSE grades A-C or equivalent earned 
on average £6.35 per hour, those with 
GCE A level or equivalent qualifi cations 
earned on average £6.90 per hour and those 
with higher education level qualifi cations 
earned on average £7.89 per hour. Figure 
8 also shows that the diff erence in median 
earnings between employees with higher 
qualifi cations and those with none is larger 
for older employees. For example, the 
median earnings of workers aged 50 and 
over with degrees and equivalent as their 
highest qualifi cation were 147 per cent 
higher than those with no qualifi cations 
(£18.70 compared with £7.58). 

Th e average earnings of young people 
also diff er by occupation. In April 2008, 
the ASHE estimates that the median hourly 
earnings of young full-time employees 
(aged 16 to 24) in elementary occupations 
(£6.24 per hour), process plant machine 
operatives (£6.91), sales and customer sales 
occupations (£6.61) and personal services 

Figure 8
Median gross hourly pay1 for full-time employees by highest 
qualifi cation and age group, April to June 2008

United Kingdom
£ per hour

Note: Source: Labour Force Survey

1 Gross hourly earnings including overtime for full-time employees
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occupations (£6.50) were similar. Young 
people in skilled trade occupations and 
administrative and secretarial occupations 
earned £7.15 and £7.89 respectively, and 
the top three occupational groups in terms 
of levels of earnings were the associate 
professional and technical occupations 
(£9.70), professional occupations (£11.88) 
and managers and senior offi  cials (£9.13). 
Th e diff erence in median earnings between 
higher and lower occupational groups 
increases with age. For example, the median 
earnings of 35 to 49 year old full-time 
employees in professional occupations 
is 150 per cent higher than those in 
elementary occupations compared with 
only 90 per cent for full-time employees 
aged 16 to 24. 

Young people who are 
unemployed
Headline fi gures show that unemployment 
rates for young people have been increasing 
in recent years, particularly among those 
aged 16 and 17, since around the middle 
of 2000. Th is is in contrast to other rates 
for the older age group which have stayed 
relatively constant since 2000, until the 
most recent upturn. Th e unemployment 
rate for 16 and 17 year olds peaked in the 
period July-September 2007 at 28.8 per 
cent, whereas for those young people age 
18-24, the peak was back in February-April 
1993 at 17.8 per cent. 

It appears from this that it is those 
aged 16 and 17 who have experienced the 
more substantial rises in unemployment 
and falls in employment over this period 
despite the general improvement in the 
economy up until the third quarter of 2008. 
Unemployment rates by education status 
show an interesting pattern: although 
unemployment rates for 16,17 year olds not 
in education are around double those for 
young people of the same age who are in 
education, the rates of increase since 2000 
have in most cases been larger for the in 
education group. 

Falls in unemployment since 2000 are 
likely to be related to the New Deal for 
Young People (NDYP) which has helped 
to reduce unemployment and particularly 
long-term unemployment among this 
age group. Th is scheme was introduced 
in April 1998 as one of the key parts of 
the government’s welfare to work strategy 
and is aimed at young people aged 18 to 
24 who have been claiming Jobseekers 
Allowance for at least six months. Th e 
scheme is intended to help them fi nd 
sustainable employment jobs and increase 
their long-term employability. Participation 
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in the scheme is mandatory and there are 
a number of options open to those who do 
not fi nd a job. Th ese include a period of 
full-time education or training and work 
experience through job placements and 
subsidised employment. Th e numbers of 
young people participating on the scheme 
peaked in July 1999 at just under 146,000 
participants and have subsequently fallen to 
just under 78,000 in August 2008. Analysis 
of the long-term impact of the NDYP 
has, however, indicated that by the fi rst 
half of 2000 NDYP had generated about 
25,000 jobs (including those in subsidised 
employment) of which 10,000 went to 
people outside the NDYP age group. Th is 
indicates that the impact of the NDYP is 
wider than just direct participants.

Information on duration of 
unemployment is available from the LFS 
broken down by age. Th is indicates that for 
the 16, 17 age group, just over three quarters 
were unemployed for under six months in 
October to December 2008 and only 8 per 
cent were unemployed for over 12 months. 
Th ese proportions change for the 18-24 age 
group as 16 per cent were unemployed for 
between 6 and 12 months and 18 per cent 
were unemployed for over 12 months. 

In terms of labour supply, the 
unemployed group is considered to be 
relatively close to the labour market 
and indeed transition rates back into 
employment are much higher than for the 
group of people classifi ed as inactive. Th is is 
why the focus of interest in recent year has 
widened from solely looking at unemployed 

young people to the group who, following 
the end of compulsory education, are not 
in employment, education or training. 
Th ese people are oft en referred to using the 
abbreviated term ‘NEET’ (Not in Education, 
Employment or Training).

 
Young people not in education, 
employment or training (NEETs)

Since 2001, the proportion of young 
people aged 16-24 who are NEET has 
remained fairly stable at around 13 per cent 
(Figure 9). Th ere are some slight diff erences 
by age as there has been a decline in 
the proportion of 16 year olds who are 
NEET (from 7 per cent in 2001 to 4 per 
cent in 2008) and a slight increase in the 
proportion of 18-24 year old men who are 
NEET (from 11 per cent in 2001 to 13 per 

cent in 2008). Young women are more likely 
to be NEET than young men: 15 per cent 
of those aged 16-24 were NEET compared 
with 11 per cent of men of the same age 
although the opposite is true in the 16, 17 
age group where men are more likely to be 
NEET than women of the same age. 

Clearly it is possible to be NEET at any 
age but the interest is particularly on young 
people due to the possible implications that 
being NEET may have on future labour 
market experiences. Overall, young people 
aged 16-24 account for 14 per cent of all 
people who are NEET and of working age. 

Th e proportions of young people who are 
NEET varies only slightly by government 
offi  ce region across the UK. Figures from 
the Annual Population Survey (APS) for 
2007 show that for the 16, 17 age group, the 

Box 2
Technical Note

The Labour Market section of ONS has been working on a 
method for measuring NEETs for the UK as a whole from the 
Labour Force Survey. The Department for Children Schools and 
Families (DCSF) and the Welsh Assembly publish fi gures on 
NEETs, based mainly on administrative data, and these are the 
principal source of fi gures on NEETs for England and Wales. 
These fi gures will not be comparable to the ones shown here as 

the fi gures in this article are for the UK as a whole and use only 
the LFS. 

DCSF also publish information on NEETs from the LFS on a 
quarterly basis and these fi gures are also not directly comparable 
with the fi gures shown here, mainly due to the fact that they are 
based on academic age rather than actual age as shown here. 

Table  – LFS Variables used in the new defi nition of NEETs 

Variable name Categories Who captured
Basic economic activity
INECACR

5, 7–12, 14–23, 24–33 Not in employment and reason for inactivity not student

Current education
CURED
CURED8 (from JM08)

11, 13 Enrolled but not attending and not enrolled on course

Recognised trade apprenticeship
APPREN (spring 92 to Winter 03)
APPR4 (spring 04 to OD07)
APPR8 (from JM08)

1, 4 Not recognised as doing an apprenticeship or completed 
apprenticeship

Whether working or studying towards a 
qualifi cation
QULNOW 

2 Not working or studying for qualifi cation

Figure 9
Percentage of young people not in employment, education or 
training (NEET) by age, average for each year 2001 to 2008

United Kingdom
Percentages

 Source: Labour Force Survey
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highest proportions of NEETs were found 
in Scotland with 10 per cent of this age 
group being NEET, compared with only 3 
per cent in Northern Ireland. Th ere is much 
less variation in the 18-24 age group with 
the highest proportion being in the West 
Midlands at 18 per cent, and the lowest in 
the South West at 12 per cent. 

Th e section on education and skills of 
young people earlier in this article indicated 
that qualifi cations are key both to the 
attractiveness of young people to employers 
and their future prospects in terms of skills 
and earnings. A key factor in whether or 
not a young person becomes NEET appears 
to be linked to the level of qualifi cations 
obtained. In 2008, a third of young people 
aged 16, 17 who were NEET had no 
qualifi cations, and a quarter of those aged 
18-24 (Table 6). Th is compares with 23 per 
cent of non-NEET young people aged 16, 
17 and only 5 per cent of those aged 18-24. 
Th ese fi gures are calculated using actual 
age and therefore the non-NEET group 
will include many 16 year olds who still 
in school and have not yet taken GCSEs 
or other qualifi cations. If the academic 
age is used, the proportion of non-NEETs 
aged 16 and 17 with no qualifi cations falls 
to 7 per cent as all of this age group will 
have completed their GCSE’s. Th is actually 
increases the diff erence between the NEET 
and non-NEET group with no qualifi cations 
as 28 per cent of the NEET group of the 
same age have no qualifi cations.

Table 7 shows the reasons, in terms of 
economic activity status, why these young 
people are NEET. Interestingly, around 
two thirds of 16 and 17 year old NEETs 
are unemployed compared to under a half 
of those in the 18-24 age group. Th e split 
between unemployment and inactivity is 
particularly stark by gender for those young 
people aged 18-24: 71 per cent of young 
men of this age were unemployed compared 
with only 29 per cent of young women of 
the same age. Th is is due to the fact that a 
much larger proportion of young women 
are NEET as a result of being inactive 
because they’re looking aft er the family 
or home: in 2008, 72 per cent of inactive 
young women aged 16-24 who were NEET 
gave their reason for inactivity as looking 
aft er the family or home. For inactive young 
men of the same age who were NEET, 32 
per cent gave their reason for inactivity as 
being long term sick or disabled and 57 per 
cent gave their reason as ‘other’. 

In order to make some assessment of 
the propensity of people in the inactive 
group to work in the future, a new question 
was added to the LFS in 2005 which 

Table 6
Young people by whether they are NEET by highest qualifi cation and 
age, average for 2008

United Kingdom Percentages

Note: Source: Labour Force Survey

* Sample too small to provide an estimate.

In employment, 
education or training

Not in employment, 
education or training 

(NEET) Total

16-17

Degree or equivalent * * *
Higher education below degree level * * *
GCE A Level or equiv 12 2 11
GCSE grades A-C or equiv 58 44 57
Other qualifi cations 7 20 7
No qualifi cation 23 33 24
Total 100 100 100

18-24

Degree or equivalent 13 8 13
Higher education below degree level 5 2 4
GCE A Level or equiv 44 15 39
GCSE grades A-C or equiv 24 31 25
Other qualifi cations 9 19 11
No qualifi cation 5 26 8
Total 100 100 100

16-24

Degree or equivalent 10 7 10
Higher educ 4 2 4
GCE A Level or equiv 36 13 33
GCSE grades A-C or equiv 32 32 32
Other qualifi cations 9 19 10
No qualifi cation 9 27 12
Total 100 100 100

Table 7
Economic activity status of young people who are NEET, by age and 
sex, average for 2008

United Kingdom Percentages

Note: Source: Labour Force Survey

* Sample too small to provide an estimate.

16 17 16-17 18-24 16-24

All persons

ILO unemployed 64 65 65 47 49
Inactive - total 36 35 35 53 51
    Inactive - looking after family/home * 8 6 32 29
    Inactive - long-term sick/disabled * 7 7 8 8
    Inactive - other reason 27 20 22 14 14
Total 100 100 100 100 100

Men

ILO unemployed 63 73 70 71 71
Inactive - total 37 27 30 29 29
    Inactive - looking after family/home * * * 3 3
    Inactive - long-term sick/disabled * * * 10 9
    Inactive - other reason 31 18 23 16 17
Total 100 100 100 100 100

Women

ILO unemployed 66 54 58 29 31
Inactive - total 34 46 42 71 69
    Inactive - looking after family/home * 17 14 52 50
    Inactive - long-term sick/disabled * 6 6 6 6
    Inactive - other reason 21 23 22 12 13
Total 100 100 100 100 100
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asked whether the respondent whether 
they think they will work in the future 
and when this might be (Kent 2007). It is 
worth noting that only those who gave the 
answer ‘defi nitely will work in the future’ 
or ‘probably will work in the future’ were 
asked the follow-up question about when 
this might be. Analysis of the responses 
to these questions in 2008 show that the 
diff erence between the likelihood of young 
people aged 16 and 17 who are NEET 
and non-NEET saying they will defi nitely 
fi nd a job in the next year is quite striking 
(Table 8). Among those aged 16-24 who 
were not NEET, 94 per cent said that they 
would defi nitely work in the future. Th is 
proportion drops to 65 per cent for those 
who are NEET. In the 18-24 age group, the 
diff erence is even more striking as 93 per 
cent of those in education or training said 
they would defi nitely work in the future 
compared with only 64 per cent of those 
young people who were NEET. In terms 
of when young people thought they would 
enter or return to employment, 17 per cent 
of 16-24 year olds in education or training 
thought this would be in over fi ve years 
time, presumably as a result of the time 

taken to complete their studies. What is 
interesting to note is that 28 per cent of 16-
24 year olds who were NEET thought that 
they would enter or return to employment 
in over a year’s time. 

Research carried out by the Department 
for Education and Skills (DfES) in 2005 
found that those who were NEET at 16 
years tended to have lower socio-economic 
status, parents with low or no qualifi cations, 
and also tended to have had diffi  cult 
experiences during Year 11, such as truancy 
and exclusion. Th e research also found 
that parents seemed to play an extremely 
important role in determining whether 
young people become NEET. Young people 
whose parents were involved in their 
decisions about what to do aft er Year 11 
and had positive attitudes about the value 
of education were less likely to be NEET. In 
terms of the ability to move out of the NEET 
group, the research found that almost half 
of all those people who were NEET at age 
16 were also NEET at 17, and over a third of 
those in this group at age 17 were still NEET 
age 18. In terms of infl ows, the highest risk of 
entering the NEET group was among those 
who had been in work previously with no 

training. It was lowest among those who had 
been in education the previous year. 

Family and household 
circumstances of young people
Using the APS it is possible to look at 
the family and household circumstances 
of young people by whether they are in 
employment, education or training in 2007. 
Th e majority (72 per cent) of all young 
people aged 16 and 17 were living with two 
parents and just over a quarter were living 
with one parent (Table 9). Th e pattern 
for young people aged 18-24 refl ects the 
transition from living at home to living 
either with a partner or with other people, 
excluding partners or parents. In 2007, 18 
per cent of young people of this age were 
living as part of a couple and 17 per cent 
were living with others. 

Th e table also shows a breakdown by 
whether or not the young person was 
NEET. Th e diff erences in family and 
household circumstance between the two 
groups, NEET or non NEET are fairly 
stark. In the 16, 17 age group, the diff erence 
is largely explained by a much higher 
proportion of the NEET group living with 

Table 8
Economically inactive young people by education status by whether and when they think they will work in 
the future, average for 2008

United Kingdom Percentages, rounded to zero decimal places

Note: Source: Labour Force Survey

* Sample too small to provide an estimate.
 Totals may not equal the sum of components due to rounding.

In education or training Not in education or training

Within the 
next year

More than 
1 year 

but less 
than 5

More than 
5 years Don’t Know Total

Within the 
next year

More than 
1 year 

but less 
than 5

More than 
5 years Don’t Know Total

16-17

Defi nitely will work in future 21 52 17 6 95 44 21 * * 72
Probably will work in future 1 2 0 1 3 6 5 * * 16
Probably wont work in future n/a n/a n/a n/a 0 n/a n/a n/a n/a *
Defi nitely wont work in future n/a n/a n/a n/a 1 n/a n/a n/a n/a *
Don’t Know / Can’t say n/a n/a n/a n/a 1 n/a n/a n/a n/a 7
Total 21 54 17 7 100 51 26 * 9 100

18-24

Defi nitely will work in future 28 57 5 4 93 27 28 5 5 64
Probably will work in future 1 3 0 0 5 2 11 4 3 20
Probably wont work in future n/a n/a n/a n/a 1 n/a n/a n/a n/a 3
Defi nitely wont work in future n/a n/a n/a n/a 1 n/a n/a n/a n/a 5
Don’t Know / Can’t say n/a n/a n/a n/a 1 n/a n/a n/a n/a 9
Total 29 60 5 4 100 29 39 8 8 100

16-24

Defi nitely will work in future 25 55 10 5 94 28 28 4 5 65
Probably will work in future 1 3 0 0 4 2 10 3 3 19
Probably wont work in future n/a n/a n/a n/a 0 n/a n/a n/a n/a 3
Defi nitely wont work in future n/a n/a n/a n/a 1 n/a n/a n/a n/a 4
Don’t Know / Can’t say n/a n/a n/a n/a 1 n/a n/a n/a n/a 9
Total 25 57 10 5 100 30 38 8 8 100
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Table 9
Family and household circumstances of young people by whether they 
are in employment, education or training, January–December 2007

United Kingdom Percentages

16-17 18 - 24 16-24

In employment, education or training

Living in a one-person household 0 4 3
Living with two parents 72 45 51
Living with one parent 25 14 16
Part of a couple with dependent children 0 4 3
Part of a couple without dependent children 0 13 10
Lone parent 0 2 1
Living with one or more others (not with a partner or parents) 2 19 15
Total 100 100 100

Not in employment, education or training (NEET)

Living in a one-person household 1 6 5
Living with two parents 47 28 31
Living with one parent 41 17 20
Part of a couple with dependent children 2 19 16
Part of a couple without dependent children 2 7 6
Lone parent 5 16 14
Living with one or more others (not with a partner or parents) 3 8 8
Total 100 100 100

Total

Living in a one-person household 0 4 3
Living with two parents 70 43 49
Living with one parent 26 14 17
Part of a couple with dependent children 0 6 5
Part of a couple without dependent children 0 12 9
Lone parent 1 4 3
Living with one or more others (not with a partner or parents) 2 17 14
Total 100 100 100

Note: Source: APS household dataset

0 cells indicate percentage is less than 1.

Table 10
Young people by whether they are in employment, education or 
training by the combined economic status of the household in which 
they live, January–December 2007

United Kingdom Percentages

 Source: APS household dataset

16 17 16-17 18-24 16-24

In employment, education or training

All adults in the household are working 20 32 25 50 44
Household contains both working and non-working adults 70 60 65 43 48
None of the adults in the household is working 10 8 9 7 8
Total 100 100 100 100 100

Not in employment, education or training (NEET)

All adults in the household are working n/a n/a n/a n/a n/a
Household contains both working and non-working adults 74 73 74 60 62
None of the adults in the household is working 26 27 26 40 38
Total 100 100 100 100 100

Total

All adults in the household are working 19 29 24 43 39
Household contains both working and non-working adults 70 61 66 45 50
None of the adults in the household is working 11 10 10 12 12
Total 100 100 100 100 100

one parent than in the non-NEET group. In 
the 18-24 age group, 19 per cent were living 
as part of a couple with dependent children 
compared with only 4 per cent of the non-
NEET group. Th is refl ects the fact that over 
half of female NEETs aged 18-24 give their 
reason for inactivity as looking aft er family 
or home. 

Th e APS can also be used to look at the 
economic status of the adults living in 
the same household as the young person 
in 2007. Th is analysis shows that for the 
non-NEET group, 8 per cent of young 
people aged 16-24 are living in a household 
where no adults are working (Table 10). In 
comparison, 38 per cent of young people 
who are NEET are living in a household 
where no one is working. For the 16, 17 age 
group, the majority of whom are living with 
parents, 26 per cent of young people who 
are NEET are living in a household where 
no one is working. 

Government support
It is clear that although the proportions 
of young people who are in the NEET 
group is relatively small, the concern is that 
their lack of participation in education or 
employment at this age is likely to infl uence 
their employment prospects in the future. 
Th ere are a number of policy initiatives 
which are specifi cally aimed at young 
people and are important to bear in mind 
when looking at labour market experiences 
of this age group.

Extension of the compulsory 
school age
Th e Education and Skills Act 2008 places 
a new requirement on all young people 
in England to participate in education or 
training until their 18th birthday. Th is does 
not necessarily mean staying in school as 
young people will be able to choose how 
they participate, which could be in: full time 
education; work based learning; or part-
time training if they are employed, self-
employed or volunteering for more than 20 
hours a week.

Th e age at which young people are 
required to stay in school will be extended 
from 16 to 17 from 2013, and 18 from 
2015. Current year 7 pupils are the fi rst year 
where this new legislation will apply. 

Connexions Service
A White Paper ‘Learning to Succeed’ was 
published by the government in 2001. 
Th is aimed to set out a single coherent 
strategy aimed at all young people, called 
Connexions. Th is provides a range of 
guidance and support for 13 to 19 year 
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olds in England (and 20-24 year olds with 
learning diffi  culties and disabilities). A 
range of existing public, private, voluntary 
and community sector organisations 
have come together to form Connexions 
Partnerships which develop and coordinate 
the delivery of support services for young 
people. 

One of the main aims of the Connexions 
service is to provide fi nancial support for 
young people who may otherwise be unable 
to remain in post-16 full time education. 
Education Maintenance Allowance (EMA) 
is means tested and available to 16 to 
19 year olds. Th is scheme was initially 
introduced into 15 pilot areas in 1999 and 
there is now national coverage in the UK. 
In an evaluation of the EMA scheme in the 
pilot stage before full roll-out to the UK, 
researchers found that fi nancial reasons 
were a major factor in the decisions of 
young people in the NEET group who 
were eligible for EMA, not to continue in 
post-compulsory education. Other reasons 
included poor exam results, a dislike of 
their previous school and diffi  culties in 
accessing courses or suitable institutions. 
Th e report concludes that the fi nancial 
incentives off ered by EMA may need to be 
supplemented by other policy responses 
in order to provide the right support for 
these groups of young people to carry on in 
education beyond the age of 16. 

Conclusions
Th ere appear to be a number of factors 
aff ecting the experiences for young 
people in the labour market today. Th ese 
include industrial change and the shift  
from manufacturing industries to the 

service industries. Th is has led to a related 
decline in demand for lower skilled labour. 
Participation in post-compulsory education 
has also increased over the last two decades 
and there is evidence to suggest that young 
people in education are increasingly being 
employed. What is of more concern is the 
fact that youth unemployment still remains 
higher than for other age groups and the 
proportion of young people who are not in 
employment or education (NEET) has not 
declined. 

Th e analyses in this article highlight 
the importance of distinguishing between 
young people who are in education and 
those who are not. Th e characteristics of 
these two groups are distinct as education 
beyond the age of 16 becomes the norm. 
Further research is needed to investigate 
the link between labour market experiences 
at this age and future labour market 
prospects and to look particularly at some 
of the more dynamic elements of the youth 
labour market, such as using longitudinal 
information to look at the future labour 
market experiences of young people who 
are NEET at some stage.

CONTACT
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Employment of the 
older generation

In 2007 there were 20.7 million people 
aged 50 and over in the UK representing 
a 50 per cent increase from 1951. This 
article, using the Labour Force Survey 
of the UK, describes recent trends in 
the characteristics and labour market 
participation of older workers including: 
the employment rate of older workers 
and regional patterns; the infl uence of 
partners on labour market activity; the 
likely occupations, working patterns, 
employment status and qualifi cations of 
older workers; and the older generation 
gender pay gap.

SUMMARY

FEATURE

Kamran Khan
Offi ce for National Statistics

This article examines trends in the 
labour market participation of older 
workers. Older workers are defi ned 

as people in employment who are aged 
50 and over, which is consistent with 
the defi nition used by the Department 
of Business, Enterprise and Regulatory 
Reform (BERR) (see Hottop 2005). Other 
commonly used defi nitions include people 
aged between 50 and State Pension Age 
(SPA), and those aged between 50 and 69 
which is applied by the Department for 
Work and Pensions (DWP) (see Irving, 
Steels and Hall, 2005). Where possible 
trends will be analysed using these 
defi nitions as well.

Th e period April to June 2008 is mainly 
used as the reference point for comparison 
with previous years because this is the 
last quarter before the contraction in 
the UK economy. Figures for October to 
December 2008 are also quoted to show 
that they do not change the conclusions of 
the analysis. 

In 2007 there were 20.7 million people 
aged 50 and over in the UK. Th is is 50 per 
cent higher than the 1951 fi gure of 13.8 
million. Th is increase and the associated 
change in the population structure has 
made the analysis of older workers an 
important issue because of the services 
demanded by this group. Furthermore, 
the decision to continue working or retire 
has important implications for the wider 
economy and the labour market. 

As older workers leave the labour market, 
the composition of the labour supply can 

alter due to the removal of certain skills 
and experiences, which might infl uence 
the wages of the remaining workers. Of 
course, the composition of the labour 
market is also infl uenced by the numbers 
and characteristics of new entrants. For 
example, the composition of the labour 
force would change if more young people 
remain in full-time education for longer 
and therefore begin full-time work at a later 
stage. 

Th e demographics of the labour 
market are therefore determined by the 
correspondence between outfl ows of older 
workers and infl ows of younger (and other) 
workers. Th ese infl ows and outfl ows have 
important policy implications for taxation 
levels paid by the labour supply (either pay-
as-your-earn (PAYE) or indirect taxes), and 
the numbers claiming their pension.

Th is article concentrates on the status 
of those people nearing SPA and the 
characteristics they exhibit, as presented 
by the Labour Force Survey (LFS). Th ese 
LFS micro data have been weighted to the 
mid-2007 population estimates. However, 
there are a number of alternative data 
sources that can be used to analyse the 
characteristics of older workers as detailed 
in Box 1. In addition, data on pensions can 
be analysed from a number of sources such 
as the Family Resource Survey (carried 
out by DWP), administrative records from 
HM Revenue & Customs (HMRC), and 
the Occupational Pension Scheme Survey 
(OPSS).  Th ese additional sources are not 
examined in this article.
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Box 1
Sources of data on older workers

The Labour Force Survey (LFS) 

This is a quarterly survey using a sample of approximately 53,000 
private address households in Great Britain and Northern Ireland. 
The survey requests information on respondents’ personal 
circumstances and the labour market status during a specifi c 
reference period. Information is collected on respondents’ 
personal characteristics as well as information about hours and 
earnings in main and second jobs.
 

The Annual Survey of Hours and Earnings (ASHE) 

ASHE samples 0.8 per cent (1 per cent before 2007) of all 
employee jobs, taken from HM Revenue & Customs pay-as-you-
earn (PAYE) records. Employers are asked to provide detailed 
information on the hours and earnings of their employees and 
on the workplace characteristics. Most information is derived 
from employers’ pay records. ASHE provides accurate 

information on earnings, hours, and the characteristics of 
the employer, but asks very little information on personal 
characteristics.
 

The English Longitudinal Study of Ageing (ELSA)

ELSA is the fi rst study in the UK to connect the full range 
of topics necessary to understand the economic, social, 
psychological and health elements of the ageing process. The 
aim is to explore the unfolding dynamic relationships between 
health, functioning, social networks and economic position of 
the older generation. It is also a study of people’s quality of life 
as they age beyond 50 and of the factors associated with it. ELSA 
looks at the determinants of economic position in older age, 
the timing and circumstances of retirement and post-retirement 
labour market activity. More information on ELSA can be found 
at www.ifs.org.uk/elsa/

Population 
Before explicitly analysing the labour supply 
it is useful to look at the demography of 
the population from which the workforce 
is drawn. Th e impact of a changing 
demographic picture on the wider 
economy can be explored using the old age 
dependency ratio which is the number of 
people aged above SPA as a proportion of 
people aged between 16 and SPA. 

Although the number of people in 
older age groups in the UK population 
is increasing, Table 1 shows that the old 
age dependency ratio was close to 29 per 
cent in both April to June 1992 and the 
same quarter in 2000, before increasing 
to 30 per cent in 2008. Th is is a product 
of the numbers of people of working age 
increasing at a similar rate to the numbers 
of people below 16 years of age and above 
SPA. Th e old age dependency ratio was 
still 30 per cent for the period October to 
December 2008.

A low old age dependency ratio can occur 
either because there is a small population 
of people over SPA or a large working 
age population. London has consistently 
had the lowest old age dependency ratio 
compared to other regions. ONS fi gures 
for internal migration (see ONS 2007) 
show that there have been net infl ows of 
younger people moving to London, most 
likely related to fi nding employment, with 
the eff ect of increasing the working age 
population. 

Wales and the South West have shown 
the highest old age dependency ratios for 
the years presented. Th is might refl ect a 
large population of people aged above SPA 
with people moving to these regions aft er 

retirement or, alternatively, migration of 
younger workers away from the area. ONS 
fi gures for internal migration (see ONS 
2007) show net infl ows of older people 
moving to these regions, and further 
analysis confi rms that Wales and the South 
West have the highest percentage of older 
people in all age groups. Th erefore, high old 
age dependency ratios for these regions are 
a result of a large population aged above 
SPA. Th e composition of older people in all 
of the other regions is similar.

According to analysis by the Pensions 
Analysis Unit (PAU), the old age dependency 
ratio for the UK is expected to rise from 2006 
(see ONS 2008a). Th e fi gures show that, in 
the absence of any increases in SPA, the old 
age dependency ratio was expected to reach 
49 per cent by 2051. But with increases in 
SPA taking place between 2010 and 2046 
as a result of Government legislation, it is 
expected to fall back to 34 per cent in 2051.

Th e employment rates of the older age 
dependents are of particular concern 
because increased participation in the 
labour market from people aged above 
SPA lowers the burden on the working 
age population. Table 2 shows that for 
the period April to June in 2008 the 
employment rates, in all regions, for people 
aged above SPA were higher than they were 
in 1992. However, for some regions the 
employment rate was lower in 2000 than in 
1992.

Th e old age dependency ratio is a good 
indicator of the population structure, but 
the economic support ratio, defi ned as 
the number of people aged 16 and over 
in employment for every other person 
in the UK, will determine the economy’s 
ability to deal with the pressure of an 
ageing population. Th is is because the UK 
operates a pay-as-you-go (PAYG) state 
pension scheme where taxes paid by current 

Table 1
Old age dependency ratio by Government Offi ce Region
(April to June each year)

Note: Source: Labour Force Survey

1 The analysis does not include Northern Ireland because comparable data is not available for all 
periods presented

1992 2000 2008

London 24.9 21.7 20.0
Scotland 27.9 28.8 30.4
West Midlands 28.5 29.5 31.3
East Midlands 28.8 29.2 30.6
East of England 29.1 30.2 32.4
North West 29.2 29.4 30.3
North East 29.2 30.2 31.1
Yorkshire and the Humber 29.3 29.6 29.6
South East 29.7 29.7 31.5
Wales 32.4 32.4 34.3
South West 34.6 34.6 36.3

GB1 29.1 29.0 30.0
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workers fund the state pensions of current 
pensioners. A fall in the economic support 
ratio as projected by ONS (see ONS 2008b) 
would mean there are proportionately fewer 
workers to support the system. 

Employment 
Employment rates are used to compare 
employment patterns among diff erent 
population groups. Th is shows the 
number of people in employment for a 
given population group as a proportion 
of the total population of that group. Th e 
employment rate of older people gives an 
insight into the labour market activity of 
this group. Th e importance of encouraging 
economic activity is emphasised by the fact 
the UK Government has introduced several 
measures to enable people to work later in 
life and save more for retirement including 
the Pensions Act (1995), the Pensions 
Act (2007) and the Employment Equality 
(Age) Regulations (2006). Th ese pieces of 
legislation resulted in the raising of the 
SPA for men and women to 68 by 2046 and 
gave employees the right not to retire at 65. 
Th e Government’s commitment to Public 
Service Agreement 17, to tackle poverty and 
promote greater independence and well-
being in later life (see HM Treasury 2007), 
explicitly recognises the employment rate 
of those aged between 50 and 69 as one of 
the key indicators of progress against this 
target.

Figure 1 shows that, based on the same 
three-month period of April to June each 
year, all older worker employment rates 
have increased between 1992 and 2008. 
Th e employment rate for all workers (aged 
16 and over) increased by 3.2 percentage 
points from 56.9 to 60.1. Th e employment 
rates of those aged 50 and over and those 

50 increased for all regions. Th e largest 
increases between 1992 and 2008 were for 
the North East (9.7 percentage points) and 
South West (8.7 percentage points). In 2008 
the employment rate for those aged 50 and 
over was highest for the South East (42.7 
per cent) and lowest for North East (34.1 
per cent). Th e same trends are observed 
when using the fi gures for October to 
December 2008.

When looking at the employment rates 
for those aged 50 to SPA, analysis shows the 
same trends are observed as for the rates for 
those aged 50 and over. Figure 3 shows the 
employment rates of people aged between 
SPA and 69 by region for the April to June 
period for the years 1992, 2000 and 2008. 
Th e employment rates have increased for all 
regions over the period 1992 to 2008 with 
the largest increases occurring during the 
period 2000 to 2008.

Th e employment rate for people aged 
between SPA and 69 in London showed 
the largest percentage point increase over 
the April to June period, rising from 16.7 
in 1992 to 28.8 in 2008 an increase of 12.1 
percentage points. However, using fi gures 
for October to December for the years 1992 
and 2008, London does not have the largest 
increase in the employment rate. 

Th e employment rates for people aged 
between SPA and 69 more than doubled 
for people living in the North East, rising 
from 8.5 per cent to 20.1 per cent over the 
April to June period for the years 1992 
to 2008. For the North East this equated 
to the number of people in employment 
increasing from 17,000 in 1992 to 40,000 in 
2008. 

Th is analysis has demonstrated that more 
people are working beyond SPA, which 
currently runs to 65 for men. Further 
analysis by gender and working patterns 
will give an insight into the main drivers 
behind this increase. 

Table 2
Employment rates of people aged above SPA by Government Offi ce 
Region (April to June each year)

Note: Source: Labour Force Survey

1 The analysis does not include Northern Ireland because comparable data is not available for all 
periods presented

1992 2000 2008

North East 5.0 5.3 9.6
North West 6.6 6.5 9.8
Yorkshire and the Humber 6.3 7.0 10.7
East Midlands 7.5 7.8 10.7
West Midlands 8.5 7.6 11.4
East of England 9.6 9.7 13.4
London 8.5 10.2 13.6
South East 11.0 10.2 14.3
South West 8.3 8.7 12.6
Wales 7.6 5.7 10.7
Scotland 7.5 6.4 9.7

GB1 8.1 8.1 11.8

aged between 50 and SPA have shown 
comparatively larger increases of 7.4 and 
8.8 percentage points respectively. Th e 
increases in older worker employment 
rates compared with 16 years ago show 
the diff erences in labour market outcomes 
and participation according to age. Th is is 
perhaps more apparent when comparing 
the top two lines in Figure 1, which show 
that for April to June over the period 1992 
to 2008 the gap between the working age 
(16–59/64) and 50–SPA employment rates 
has narrowed from 7.8 to 2.5 percentage 
points, implying increases in employment 
for younger workers have not been as great 
as those increases for older workers. Th e 
fi gures for October to December 2008 
show that employment rates have fallen, 
compared with the same quarter a year 
previous, for all groups presented except for 
those aged 50 and over. 

As Figure 2 shows, there are regional 
variations in the employment rate of older 
people. Comparing the April to June period 
for the three years of 1992, 2000 and 2008, 
the employment rates for those aged over 

Figure 1
Employment rates of older workers (April to June each year)

Percentages

 Source: Labour Force Survey

30
35
40
45
50
55
60
65
70
75
80

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

16+ 50+ 50 – SPA 16–59(female) / 16–64 (male)
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Figure 4 shows patterns of economic 
activity by age and, as expected, the 
employment rate falls and the inactivity 
rate rises as men approach SPA. The 
employment rate of men aged 25–49 
in April to June 2008 was 88.7 per 
cent, compared with 58.4 per cent for 
the 60–64 age group. In contrast, the 
economic inactivity rate for men in the 
25–49 age group was 7.5 per cent, rising 

to 39.9 per cent for men aged 65–69. 
The largest absolute difference in the 
inactivity rate between age groups is 
between 60–64 and 65–69 years, where 
the inactivity rate is 38 percentage points 
higher in the older age group, reflecting 
the existing SPA. The patterns are broadly 
similar for women. The figures for 
October to December 2008 show that the 
employment rate for men aged 60–64 was 

58 per cent and the same trends as above 
are observed.

Infl uence of partners on labour 
market participation
A partner’s economic status can infl uence 
someone’s decision to work for economic 
or social reasons. Th is may simply be 
because of the need to consider another 
person’s preferences for time use, or because 
of added responsibilities. However, the 
social reasons can be subtly diff erent for 
older workers than for younger workers. 
Th is can be analysed using the household 
LFS dataset. Analysis is conducted at the 
family unit and household levels from these 
data, and also for person-level analyses to 
ascertain the characteristics of the family 
unit or household in which people live. In 
the household datasets a head of household 
is identifi ed, which has been used to 
distinguish between partners with diff erent 
labour market outcomes.

Figure 5 shows the labour market 
situation of couples where both are aged 50 
and over. It can be seen that the status of a 
partner is correlated with an older person’s 
participation in the labour market. Banks 
and Tetlow (2008), using ELSA, show 
evidence of complementarities in leisure 
among couples.

In the period April to June 2008 over 
three quarters (77 per cent) of married and 
cohabiting couples who were both aged 50 
and over had the same economic status as 
their partner. So if one partner was working 
in they were most likely to have a working 
partner. By the same token, if one partner 
was inactive they were most likely to have 
an inactive partner. Th is fi gure of 77 per 
cent can be further divided to show that 35 
per cent were working couples (with both 
partners in employment), and 42 per cent 
were workless couples (where both were 
either unemployed or inactive). 

Over the April to June period for the 
years 1992 to 2008, for couples aged 50 and 
over, there was a 3.5 percentage points fall 
in the proportion of couples where both 
partners were inactive and an equal rise for 
couples where both partners worked.

Where both partners were over SPA 
the most likely outcome was for both to 
be unemployed or inactive (over 83 per 
cent). Th ere are some diff erences in labour 
market participation of couples when the 
head of family is below SPA and partner is 
above, and also when the head of family is 
above SPA and the partner is below. Both 
partners were more likely to be working 
when the head of family was below SPA, 

Figure 3
Employment rates of people aged between SPA and 69 by region 
(April to June each year)

Percentages

Note: Source: Labour Force Survey

The analysis does not include Northern Ireland because comparable data is not available for all periods
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Employment rates of people aged 50 and over 
(April to June each year)
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at 25 per cent, compared with 22 per cent 
when the head of family was above SPA. 
Likewise, both partners were more likely 
to be inactive when the head of family was 
above SPA, at 41 per cent, compared with 
30 per cent when the head of family was 
below SPA.

Marital status
As outlined previously the marital/
cohabiting status of couples has important 
social implications because decision making 
needs to take account of a second person.  
Figure 6 shows the employment rates of the 
older generation by marital status. It can be 
seen that older people who were married 
or cohabiting were more likely to be in 
employment than people without a partner. 
In the three months to June 2008, the 
employment rate among people aged 50–54 
who were married or cohabiting was 84 per 
cent compared with 70 per cent of people in 
the same age group without a partner. Th is 
trend was evident across all the older age 
groups. Th e employment rates are slightly 
lower but the same trends are observed 
when using the fi gures for October to 
December 2008.

Comparisons carried out by ONS show 
that employment rates for older workers 
are similar in ELSA to the results produced 

from the LFS. Th e ELSA dataset contains 
variables that allow for a detailed analysis 
of the older generation. Th ese comparisons 
along with further analysis will be published 
in a future social themed article. 

Employment characteristics
Occupation
Analysis by occupation has been provided 
from 2001 onwards because changes in the 
occupation variable in the LFS do not allow 
for a comparison on a consistent basis prior 
to this. 

Th ere were 1.8 million more people 
in employment in 2008 than in 2001 

Figure 5
Labour market situation of couples (April to June each year)

Percentages

 Source: Household Labour Force Survey
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(April to June period). In the same period 
employment of people aged over 50 
increased by 1.1 million, of which 500,000 
were aged above SPA. 

Over the period 2001 to 2008, there was 
an increase in the numbers of working 
people aged between 50 and SPA in all 
occupations except Administration and 
Secretarial; Process, Plant and Machine 
Operatives; and Elementary Occupations.  
Th e largest increase was in Professional 
Occupations, with 225,000 more older 
workers in these occupations in 2008 than 
there were in 2001. 

Th ere were also more people aged 
above SPA employed in all occupations 
in 2008 compared to 2001. Th e largest 
increases were for people working in the 
Administration and Secretarial and the 
Associate Professional and Technical 
occupations with increases of 92,000 and 
86,000 respectively. Th e jobs that were 
most likely to be carried out by those aged 
above SPA were Administration, Secretarial, 
Health Associate and Public Services.  

Working patterns
Over the period 1992 to 2008, numbers of 
older workers have increased coinciding 
with the changing demographic profi le 
and improvements in healthcare. Figures 
from the LFS, and Banks and Tetlow (2008) 
based on ELSA, both show that there have 
been larger absolute increases in full-time 
working. Th e working patterns of the older 
generation /cohorts have been stable with 
the proportions working full-time and part-
time remaining at 69 per cent and 31 per 
cent respectively. 

When conducting a breakdown by 
age bands a similar picture emerges with 
most groups showing larger increases for 
full-time working. However, in the three 
months to 2008 there were approximately 
350,000 more people working full-time and 

Figure 6
Employment rates of older people by martial status and age
(April to June 2008)

Percentages

 Source: Labour Force Survey, not seasonally adjusted
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Figure 4
Economic activity and inactivity of men by age (April to June 2008)
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350,000 more people working part-time 
aged 60 to 64 compared to 1992. Although 
the absolute increase is the same, in relative 
terms the increase in part-time workers for 
this age group is larger than for full-time 
workers.

In 2008, there were more women working 
full-time (51 per cent) compared to 1992 
(42 per cent), the largest contributors to the 
increase were those aged 50 to 54 and 55 
to 59.

Employment status
Th e employment status of the workforce 
varies with age and sex. In April to June 
2008, although most workers in each age 
group were employees, self-employment 
was more common among older workers 
than among the younger age groups. Th is 
is shown by the fact that 18 per cent of 
people aged 50 and over were self-employed 
compared with 12 per cent of people aged 25 
to 49. Older men were more likely than older 
women to be self employed – 25 per cent 
of men aged 50 and over compared with 11 
per cent for women. Gender diff erences in 
self-employment become even more marked 
aft er SPA. 40 per cent of men aged 65 and 
over were self-employed compared with 13 
per cent of women aged 60 to 64 in 2008. Th e 
fi gures for October to December 2008 show 
that 19 per cent of people aged 50 and over 
were self-employed compared with 12 per 
cent of people aged 25 to 49.

Qualifi cations 
Th e level of qualifi cations held by 
individuals infl uences their labour market 
outcomes regardless of age. In 2008, people 
aged 50 to SPA with qualifi cations had an 
employment rate of 77.1 per cent compared 
with 50.9 per cent for those with no 
qualifi cations. Th e inactivity rate for people 
aged 50 to SPA with no qualifi cations was 
46.6 per cent compared with 20.6 per cent 
for those with qualifi cations. Th e main 
reasons for a high inactivity rate for people 
aged 50 to SPA with no qualifi cations were: 
not looking for work due to long term 
sickness/disability and looking aft er family, 
and would like to work but not seeking due 
to long term sickness or disability. Th e same 
trends are observed when using the fi gures 
for October to December 2008. 

Older generation gender pay gap
Th e gender pay gap is a measure of the 
diff erence between the earnings of men 
and women. It is determined by calculating 
women’s average pay as a percentage of 
men’s. So, for example, the gender pay gap 

would be 15 per cent if women’s pay is 85 
per cent of men’s pay. Th is section examines 
how the diff erence between the average 
earnings of men and women changes as 
they approach SPA and beyond. To be 
consistent with other releases, the median 
earnings for full-time employees is used as 
the basis for comparison, however, a similar 
picture emerges when the earnings of part-
time employees are also included and the 
gender pay gap is analysed using median 
earnings for all employees. 

Figure 7 shows the gender pay gap by 
age band compared with all employees 
aged 16 and over. In the three months to 
June 2008, the median hourly earnings 
of full-time male employees was £12.50 
compared with £10.91 for women resulting 
in a gender pay gap of 12.8 per cent. Th ere 
has been a 21 per cent reduction in the 
overall gender pay gap since 2000 when it 
stood at 16.3 per cent.

Figure 7 also shows that the gender pay 
gap for older full-time employees for all 
the older age groups has narrowed over the 
April to June period for the years 2000 to 
2008 in line with the trend for all full-time 
employees. Th e largest reduction in the 
gender pay gap over this period was for 
employees aged 65–69 where it narrowed 
from 16.5 per cent to 9.6 per cent, a 42 per 
cent reduction. In 2008, the median hourly 
earnings of male full-time employees aged 
65–69 was £8.92 compared with £7.51 for 
female employees of the same age.

In 2008, the gender pay gap for full-time 
employees aged 50–59 was 18.2 per cent 
compared with 21 per cent in 2000. For 
employees aged 60–64 it narrowed from 
12.2 per cent in 2000 to 10.3 per cent in 
2008. Th e fi gures for those aged 70 and 
over show that full-time female employees 
earn more than men and that the gap has 
increased over the period 2000 to 2008. 
However, the sample size for these groups 

is very small and the estimates do fl uctuate 
from year to year. 

Retirement  
Th e age at which people retire is diffi  cult to 
estimate, in part because older people who 
have become economically inactive may 
give diff erent reasons for their inactivity 
such as retirement, ill-health or the inability 
to fi nd suitable work even though their 
situations are the same.

Th e LFS and ASHE surveys both have 
limitations when trying to estimate the 
number of retirees because people can leave 
the labour market and re-enter later in life. 
For example, someone can retire from one 
profession and re-enter the labour market 
in a diff erent industry or occupation. In 
addition, it is diffi  cult to track people 
who retire from employment and become 
self-employed, for example work as a 
consultant or run their own business. And 
not everyone retires at SPA because they 
have diff erent personal and economic 
circumstances.

ONS has devised a method for looking 
at when older people withdraw from the 
labour market (see Wild 2006). Figures 
published by ONS based on the LFS (see 
ONS 2008b) show that for April to June 
2008, the average age at which workers over 
50 retired reached its highest level for men 
(64.6 years) since 1984, when data were fi rst 
available. For women comparable fi gures 
showed an increase from 60.7 in 1984 to 
61.9 in 2008.

Conclusion
Th is article has presented the employment 
characteristics of the older generation given 
the backdrop of an ageing population. 
Employment rates have increased for all 
workers across the UK, but the group 
of people aged between 50 and SPA has 
shown the largest increase. In addition, the 

Figure 7
Gender Pay Gap for Full time employees by age 
(April to June each year)

Percentages

 Source: Annual Survey of Hours and Earnings
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increase in employment for older workers 
has been greater than that of younger 
workers. However, the LFS shows that there 
are regional disparities in the employment 
rates, dependency ratios, and the age 
composition of workers. 

Th e analysis carried out in this article 
shows that for older workers a partner is 
particularly important in determining the 
economic status of a person. More than 
three quarters of couples who were both 
aged over 50 had the same economic status 
as their partner.  Th is infl uence was further 
underlined by the fact that older people 
who were married or cohabiting were more 
likely to be in employment than those with 
no partner. 

CONTACT

 elmr@ons.gsi.gov.uk
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CPI and RPI: the 
2009 basket of 
goods and services

The ‘shopping basket’ of items making 
up the Consumer Prices Index (CPI) and 
Retail Prices Index (RPI) are reviewed 
every year. Some items are taken out of 
the basket and some are brought in to 
refl ect changes in the market and to make 
sure the CPI and RPI are up to date and 
representative of consumer spending 
patterns. This article describes the review 
process and explains how and why the 
various items in the CPI and RPI baskets 
are chosen. It also discusses the main 
changes from the 2008 price collection. 

The contents of the CPI and RPI baskets 
for 2009 are summarised in annexes A 
and B of the full article, which can be 
downloaded from the Offi ce for National 
Statistics website at: 
www.statistics.gov.uk/CCI/article.
asp?ID=2156. 

SUMMARY

FEATURE

Philip Gooding
Offi ce for National Statistics

The shopping basket

The most useful way to think about 
both the Consumer Prices Index 
(CPI) and Retail Prices Index (RPI) is 

to imagine a ‘shopping basket’ containing 
those goods and services on which people 
typically spend their money. As the 
prices of the various items in the basket 
change over time, so does the total cost 
of the basket. Movements in the CPI and 
RPI represent the changing cost of this 
representative shopping basket.

In principle, the cost of the basket 
should be calculated with reference to all 
consumer goods and services purchased 
by households, and the prices measured 
in every shop or outlet that supplies them. 
In practice, both the CPI and RPI are 
calculated by collecting a sample of prices 
for a selection of representative goods and 
services in a range of UK retail locations. 
Currently, around 120,000 separate price 
quotations are used every month in 
compiling the indices, covering some 650 
representative consumer goods and services 
for which prices are collected in around 150 
areas throughout the UK.

Within each year, the RPI and CPI are 
described as fi xed-quantity (Laspeyres-type) 
price indices; they represent the changing 
cost of a basket of goods and services of 
fi xed composition, quantity and quality. In 
practice, this is achieved by:

■ holding constant through each year 
the sample of representative goods and 
services for which prices are collected 
each month, and 

■ applying a fi xed set of weights to price 
changes for each of the items such that 
their infl uence on the overall index 
refl ects their importance in the typical 
household budget

In this way, changes in the RPI and CPI 
from month to month refl ect only changes 
in prices, and not ongoing variations in 
consumer purchasing patterns.

However, the contents of the RPI and 
CPI baskets of goods and services and their 
associated expenditure weights are updated 
annually. Th is is important in helping to 
avoid potential biases in consumer price 
indices that might otherwise develop over 
time – for example, due to the development 
of entirely new goods and services, or the 
tendency for consumers to switch away from 
buying goods and services which have risen 
relatively rapidly in price. For example, if tea 
showed a dramatic rise in prices during one 
year, consumers might switch their spending 
towards other beverages, making it necessary 
to adjust the expenditure weights accordingly 
in the following year.

Th ese procedures also help to ensure that 
the indices refl ect longer-term trends in 
consumer spending patterns. For example, 
the proportion of household expenditure 
devoted to household services has risen 
steadily over the last 20 years. Th is is 
refl ected both in an increasing weight for 
this component in the CPI and RPI, and 
the addition of new items in the basket to 
improve measurement of price changes 
in this area: examples include internet 
subscriptions, playgroup and nanny fees.

www.statistics.gov.uk/cci/nugget.asp?id=2156
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For the RPI, changes to the items and 
weights are introduced in the February 
index each year, but prices are collected for 
both old and new items in January. Th is 
means that the fi gures for each year can be 
‘chain linked’ together to form a long-run 
price index spanning many years. Th is 
procedure ensures that the annual changes 
to the basket and weights have no impact 
on estimated changes in prices as measured 
by the indices. Th e same basic approach is 
adopted in the CPI although, for technical 
reasons, it is necessary to chain link the 
published index twice each year rather than 
only once as in the RPI.1

ONS (2004) provides a helpful 
introduction to the concepts and 
procedures underpinning the compilation 
of the CPI and RPI indices. Th ese are 
described in much greater detail in ONS 
(2007).

Representative items
It would be both impractical and 
unnecessary to measure price changes of 
every item bought by every household in 
compiling the CPI and RPI. Th ere are some 
individual goods and services where typical 
household expenditure is suffi  ciently large 
that they merit inclusion in the basket in 
their own right; examples include petrol, 
telephone charges, and electricity and gas 
supply. 

However, more commonly, it is 
necessary to select a sample of specifi c 
goods and services that can give a reliable 
measure of price movements for a broader 
range of similar items. For example, 
price changes for garden spades might be 
considered representative of price changes 
for other garden tools. Th ese are called 
‘representative items’. Th e selection of 
these representative items is judgmental; 
the signifi cant diffi  culties involved in 
defi ning an adequate sampling frame (that 
is, a list of all the individual goods and 
services bought by households) restricts 
the use of traditional random sampling 
methods when choosing the representative 
items. 

For each product grouping, a number of 
items are selected for pricing whose price 
movements, taken together, will provide 
a good estimate of the overall change 
in prices for the group as a whole. For 
example, there are around 20 representative 
items in the CPI ‘furniture and furnishings’ 
class, from bedroom wardrobes to kitchen 
units, for which prices are collected each 
month to give an overall estimate of price 
changes for all furniture products. Th e same 
approach is adopted in the RPI, although 

the product classifi cation systems used in 
each case diff er.2 

Th e prices collected for each product 
group are then combined to produce the 
overall CPI and RPI indices, with weights 
proportional to total expenditure on the 
entire product group. So the weight given 
to ‘furniture and furnishings’ in the CPI 
shopping basket, or ‘furniture’ in the RPI 
basket, will refl ect average household 
spending on all furniture products as 
opposed to expenditure only on those 
items that have been chosen to represent 
the group. Similarly, the weight of garden 
spades would be derived from all spending 
on garden tools.

As described above, these weights are 
also updated annually so that the indices 
refl ect current spending patterns. In line 
with usual practice, CPI class weights were 
updated with eff ect from the January 2009 
index, and RPI section weights with eff ect 
from the February 2009 index, at which 
point the weights for the more detailed 
(unpublished) item indices were also 
revised. A brief comparison of high level 
RPI weights since 1987 is shown later in 
this article, including the new weights for 
2009. A more detailed article on changes 
to the published CPI and RPI weights will 
be published on the National Statistics 
website in April 2009.

Note also that there are some specifi c 
diff erences in the commodity coverage 
of the CPI and RPI. For example, the RPI 
basket includes a number of items chosen 
to represent owner-occupier housing costs, 
including mortgage interest payments 
and depreciation costs, all of which are 
excluded from the CPI. Th ese diff erences 
are described in greater detail in Roe and 
Fenwick (2004). Beyond these specifi c areas, 
the contents of the CPI and RPI baskets are 
very similar, although the precise weights 
attached to the individual items in each 
index diff er.3

Selecting the representative 
items
A number of factors need to be taken into 
account when choosing representative 
items. Th e items must be easy to fi nd by 
price collectors, of course, so ensuring that 
estimates of price change are based on an 
adequate number of price quotes collected 
throughout the UK. Since the CPI and 
RPI are based on the cost of a fi xed in-
year basket of goods and services, ideally 
they should also be available for purchase 
throughout the year. However, availability 
of some food and clothing items is clearly 
seasonal, and so these goods require a 

slightly diff erent treatment in the indices.
Th e number of items chosen to represent 

each product group within the CPI and RPI 
depends both on the weight (expenditure) 
of the group and also the variability of price 
changes between the various items that 
could be selected to represent the group 
(refl ecting, for example, the diversity of 
products available). Intuitively, it makes 
sense to choose more items in product 
groups where spending is high. Th is helps 
to minimise sampling variability in the 
estimate of price change for high-weighted 
groups and, therefore, in the overall price 
index. However, if price movements of all 
possible items in the group are very similar, 
it is suffi  cient to collect prices for only a few 
4. By contrast, if price movements of all the 
possible items are very diff erent, prices will 
be needed for many representative items 
to get a reliable overall estimate of price 
change for the group.

Following from this, analysis of the 
balance in the allocation of items to broad 
commodity groupings, as presented for 
the 12 divisions of the CPI in Table 1, acts 
as a useful anchor for the annual review 
of the basket. Th e signifi cant allocation 
of items to the food division relative to 
its index weight, for example, is partly 
because of the relatively high variation 
in observed price changes between the 
individual goods in this area. Conversely, 
a smaller proportion of items relative to 
index weight is allocated to the restaurants 
and hotels division, refl ecting greater 
similarity in observed price changes. In 
some cases, such as transport and housing, 
apparent low allocations of items are 
because of the presence of some dominant 
individual items (such as car purchase or 
housing rents); abstracting from these, the 
case for adding further items to improve 
coverage of the remaining index weights of 
these divisions is much weaker – instead, 
it is far more important to ensure that 
the sampling of prices for these heavily 
weighted items is as comprehensive as 
possible.

Th e analysis in Table 1 also helps to 
highlight those areas of the index which 
might benefi t most from improved 
coverage, such as recreation and culture. 
Th e current allocation of items to the 
division is broadly comparable to its index 
weight but variation in price changes 
appears relatively high, possibly refl ecting 
the diversity of goods and services covered 
by this division. Th is has motivated some 
of the changes to the basket introduced 
in 2009, as discussed later. Conversely, 
the analysis also helps to highlight areas 
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where there is scope to remove items from 
the basket without any signifi cant loss of 
precision in the indices. It is important that 
growth in the overall size of the basket is 
limited each year so that production costs 
and processing times are contained.

Such analysis, of course, cannot tell us 
which items should be priced; so choosing 
a particular set of items to represent each 
area remains a matter of judgement. CPI 
and RPI commodity groupings are regularly 
reviewed with the aim that all signifi cant 
items or distinct markets where consumers’ 
expenditure exceeds around £400 million 
annually are explicitly represented in the 
basket, except where those items are judged 
to be adequately represented by other items 
in the basket.5 Conversely, where spending 
on items falls below the £100 million mark, 
there should be good reason for their 
continuing inclusion in the basket. For 
example, while spending on acoustic guitars 
and power drills is relatively low, both are 
included in the basket to represent wider 
markets (musical instruments and electrical 
tools respectively) that would otherwise not 
be covered explicitly. Trends in expenditure, 
as well as the latest available fi gures, help to 
inform the decisions in all cases.

Th is focus on relative expenditures in 
determining the contents of the basket 
partly refl ects the wealth of available data 
describing household spending patterns. 
One major source of information comes 
from the diaries and questionnaires fi lled 
in by people taking part in the ONS Living 
Costs and Food Survey (previously known 
as the Expenditure and Food Survey): 
a continuous survey of around 6000 
households each year. Th is is supplemented 

by detailed analyses of trends presented by 
market research companies, trade journals 
and in press reports. Changes in the retail 
environment are also reported to ONS 
by the price collectors. Together, these 
various sources of information help to 
ensure that the goods and services that the 
average household spends its money on are 
appropriately represented in the CPI and 
RPI baskets.

It is very important to note that the 
contents of the basket and, in particular, 
changes from one year to the next should 
not be accorded signifi cance beyond their 
purpose as representative items used in 
estimating retail price changes. Changes to 
the basket will refl ect evolving consumer 
tastes, but only over a long run of years. In 
any particular year, changes to the basket 
will refl ect a range of considerations such 
as practical experience in collecting prices, 
the desire to improve coverage in high-
spending areas, or analysis that suggests 
that estimated price changes could be 
improved at the margin by varying the 
number or type of representative items 
collected. 

Indeed, within each product grouping 
there is usually a point at which the exact 
number, choice of items and the precise 
weights attached to them becomes a matter 
of relatively fi ne judgement. At this detailed 
level, it is unlikely that such choices would 
have any signifi cant impact on the CPI and 
RPI. For example, a selection of specifi c 
household appliances has been chosen 
to represent spending on small electrical 
goods, including irons and kettles. However, 
other representations would clearly be 
possible and equally valid.

Finally, it should also be noted that the 
vast majority of the 650 or so representative 
items remain unchanged in 2009.

Changes to the basket in 2009
Changes to the basket of goods and services 
this year were introduced with the February 
2009 consumer price indices published 
on 24 March; that is, monthly changes in 
prices from February 2009 to January 2010 
inclusive will be estimated with reference 
to the updated basket. Th e basket will be 
updated again at the same time next year. 

New additions to the basket in 2009 and 
those items removed are set out in Table 2 
and Table 3, together with a brief summary 
of the motivation for these changes. As 
the tables make clear, these motivations 
are diverse. As in previous years, changes 
to the basket in 2009 certainly should not 
be viewed as a simple indicator of those 
products or services whose popularity has 
either grown or fallen signifi cantly over the 
past year. Note that all of the changes to the 
basket in 2009 aff ect both the CPI and RPI 
indices.

Th e following list gives a brief summary 
and explanation of the themes behind the 
changes to the basket for 2009.

■ Analysis of the broad balance of the 
existing sample of representative items 
across the CPI highlighted a need to 
improve coverage of price changes for 
a number of CPI classes. Th ese areas 
include:
– recording media (9.1.4), with a 

new item covering Blu-ray discs 
introduced to supplement the 
existing CD and DVD headings, 
and

– reception and reproduction of 
sound and pictures (9.1.1), through 
the addition of freeview boxes

■ A number of new items are introduced 
to represent specifi c markets where 
consumer spending is signifi cant, and 
existing items in the basket may not 
adequately represent price changes 
for such goods. For example, hot 
rotisserie cooked chickens are being 
introduced to represent the market 
for hot takeaway food prepared in 
supermarkets and add to the list of 
ready prepared food in the basket. 
Bottled rosé wine is also included for 
the fi rst time refl ecting the increased 
popularity and growing shelf space 
devoted to rosé

■ Th ree high-technology goods are 
being introduced in the basket this 
year that can be seen as representing 

Table 1
Allocation of items to CPI divisions in 2009

Notes: Source: Offi ce for National Statistics

1  Based on an analysis of variation in price changes between the individual items chosen to represent 
each division in the period 1999 to 2003.

2  These fi gures should be treated as providing only a broad indication of the allocation of items to 
the 12 CPI divisions. For example, the sample of prices underpinning an existing item might easily be 
stratifi ed in some way to form two or more distinct items; conversely, items could be merged to form 
a single item representing a wider, more heterogeneous, spending category. A specifi c example of 
this is the item ‘University tuition fees’. This is classifi ed as one item but the index takes into account 
prices for several hundred courses, including undergraduate, postgraduate, part-time etc.

CPI  weight 
(per cent)

Observed variation 
in price changes1

Representative items2 

(percentage of total)

1 Food and non-alcoholic beverages 11.8 High 22
2 Alcohol and tobacco 4.4 Low 4
3 Clothing and footwear 5.7 Medium 11
4 Housing and household services 12.6 Medium 5
5 Furniture and household goods 6.6 Medium 11
6 Health 2.2 Low 3
7 Transport 15.1 High 6
8 Communication 2.3 Low 1
9 Recreation and culture 14.5 High 17
10 Education 2.1 Low 1
11 Restaurants and hotels 12.8 Low 8
12 Miscellaneous goods and services 9.9 High 11
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evolving trends: MP4 players replace 
MP3 players; as mentioned previously, 
Blu-ray discs are introduced to cover 
the growing market for the new style 
format of recorded media; and freeview 
boxes are an addition refl ecting the 
approach of the digital switchover and 
the increased spending on audio-visual 
equipment leading into that

■ As well as introducing items to 
represent distinct sectors or markets, a 
number of items have been introduced 
to diversify the range of products 
collected for already established 
groupings, usually where spending is 
signifi cant. For example, plums are 
introduced to improve coverage of 
stoned fruit and fruit more generally, 
which is a class with particularly high 
variability in prices. Similarly hardwood 
fl ooring supplements laminate fl ooring 
as a representative of the market for 
smooth fl oor coverings and an existing 

chilled ready-meal item is being 
subdivided according to the meal 
base – namely meat, fi sh or vegetable – 
refl ecting the diversity available

■ In other cases, the new items are direct 
replacements for similar products 
that leave the basket in 2009. For 
example, bottles of cider for individual 
consumption replace party size bottles, 
double cream replaces single cream, 
and pouches of cat food replace cans. In 
each case, the new product represents 
a greater or increasing proportion of 
the market compared with the product 
it replaces. Another example here is 
the fi tting of a watch battery to replace 
watch repair, clean and service. Th is 
change is also partly for operational 
reasons with watch repair becoming 
more diffi  cult to price due to fewer 
outlets off ering a standard repair 
service

■ It is important that the review of the 

basket considers not just the list of 
items to be priced, but also where the 
prices are collected. Th is is refl ected 
in the introduction of subscriptions 
to DVD hire over the internet. Hire of 
DVDs and other items was already in 
the basket but hire via the internet was 
not

■ Finally, the seasonality of some items 
within the basket was also reviewed. 
Peaches have historically been collected 
during the summer months with prices 
carried forward out of season. In 2008, 
their coverage was extended to eight 
months of the year. In an attempt to 
extend the period further, the item has 
been replaced in 2009 by a joint peach 
and nectarine item in the hope that 
the improved coverage will support a 
further extension of the period covered

As noted earlier, it is important that 
growth in the overall size of the basket is 

Table 2
Additions to the basket in 2009

 Source: Offi ce for National Statistics

CPI class RPI section New item Notes

01.1.2 Meat 2109 Poultry Rotisserie cooked hot whole 
chicken

New item. Introduced to represent the growing market in hot food takeaway items from 
supermarkets.

01.1.4 Milk, Cheese and Eggs 2115 Cheese Parmesan cheese New item. Introduced to improve coverage of imported cheese. Prices collected can be for 
cheese in the form of a wedge, shavings or grated.

01.1.4 Milk, Cheese and Eggs 2116 Eggs Eggs, large free range Replaces large eggs and refl ects greater concentration in market expenditure towards free 
range eggs.

01.1.4 Milk, Cheese and Eggs 2118 Milk Products Yoghurt, small individual Replaces yoghurt/fromage frais and refl ects spending on individual pots of yoghurt in 
comparison to fromage frais.

01.1.4 Milk, Cheese and Eggs 2118 Milk Products Fresh double cream Replaces single cream. Double cream attracts a far greater market share than single cream, 
hence the replacement.

01.1.6 Fruit 2127 Fresh Fruit Plums New item. Although spending does not demand that plums be included in the basket, fruit 
prices are volatile so it is benefi cial to collect across a broad range of items and inclusion of 
plums is to improve coverage of stoned fruit in particular.

01.1.6 Fruit 2127 Fresh Fruit Peaches/nectarines Replaces peaches and aims to increase coverage in price collection across the year.

01.1.9 Food Products (not 
elsewhere classifi ed)

2129 Other Foods Chilled ready-meal, meat 
based

Replaces chilled ready meal, refl ecting diversity available and increase in expenditure on 
chilled meals.

01.1.9 Food Products (not 
elsewhere classifi ed)

2129 Other Foods Chilled ready-meal, fi sh/
vegetable based

Replaces chilled ready meal, refl ecting diversity available and increase in expenditure on 
chilled meals.

02.1.2 Wine 3102 Beer Off Sales Cider, bottle 500ml-750ml Replaces 1-2 litre bottles of cider to represent the increasing market for drinks for individual 
consumption as the popularity of the party size bottle has decreased.

02.1.2 Wine 3104 Wines & Spirits Off Sales Rosé wine New item introduced to capture the increase in expenditure on and shelf space devoted to 
rosé wine.

05.5.0 Tools and Equipment 
for House and Garden

4106 DIY Materials Hire of domestic carpet 
shampoo/cleaner

Replaces the hire of domestic steam wallpaper strippers which increasingly tend to be bought 
and not hired.

05.1.2 Carpets and Other 
Floor Coverings

4302 Furnishings Hardwood fl ooring New item. Introduced to refl ect increased spending on smooth (ie non carpet) fl oor coverings.

09.3.4/5 Pets, Related 
Products and Services

4306 Pet Care Cat food pouch Replaces cat food can. This refl ects a trend away from cans towards pouches and packs 
evidenced with pouches being more readily available in smaller outlets.

12.3.1Jewellery, Clocks and 
Watches

4401 Domestic Services Watch battery replacement Replaces watch repair, clean & service which is increasingly diffi cult to collect prices for given 
the trend towards buying new and away from repair.

09.1.1 Reception and 
Reproduction of Sound and 
Pictures

6301 Audio-Visual Equipment Freeview box New item. This has been included with the increase in sales due to the digital switchover over 
the next couple of years.

09.1.1 Reception and 
Reproduction of Sound and 
Pictures

6301 Audio-Visual Equipment MP4 player New item. Replaces MP3 player to refl ect the change in technology in reproduction of sound 
and pictures.

09.1.4 Recording Media 6302 CDs and Tapes Blu-ray disc New item. Introduced to capture changing prices in this new expanding technology.

09.4.2 Cultural Services 6401 TV Licences and Rentals TV rentals Replaces TV, video & DVD rental refl ecting the decrease in expenditure on video & DVD rental.

09.4.2 Cultural Services 6401 TV Licences and Rentals DVD rental internet 
subscription

New item. This refl ects the increased availability of rentals via the internet.
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limited each year so that production costs 
and processing times may be contained. 
A number of items therefore have been 
removed from the basket in 2009 to make 
room for the new additions. Note that the 
removal of these items from the basket does 
not necessarily imply that the markets for 
these goods and services are very small or 
are declining signifi cantly. 

■ Some items have been removed to make 
way for new additions to the basket 

within the same product grouping. 
For example, single cream has been 
removed in 2009 to be replaced by 
double cream, although both products 
represent cream. In other cases, the 
items have been removed so that new 
items may be introduced covering 
distinct markets not previously 
represented explicitly within the 
product grouping. For example, 
imported lamb loin chops have been 
removed this year so that the market for 

hot takeaway food from supermarkets 
can be represented. Equally wine 
boxes have been removed to allow the 
introduction of rosé wine

■ In some cases, a product will still 
remain represented in the basket even if 
there is no longer an explicit item. For 
example, although a daily disposable 
contact lens item has been removed 
from the basket, this type of contact 
lens is covered by a more broadly 
defi ned contact lens item. Also one 
of two tuft ed carpet items has been 
removed to enable the introduction of 
hardwood fl oor covering

■ Elsewhere analysis suggested that there 
was scope to reduce the number of 
price quotes collected for some lower-
weighted items without any signifi cant 
loss of precision in the estimates of 
price changes overall. Examples of 
this include window cleaning fees and 
knitting wool prices. Previously two 
price quotes were collected for each of 
these from each location and this has 
been reduced to one

 
Weights
Table 4 gives a snapshot of how the high-
level weights in the RPI 6 have changed over 
the last 23 years, since the last re-basing of 
the series.

Th e table illustrates that over the period 
there are some clear shift s in expenditure. 

Table 3
Items removed from the basket in 2009

 Source: Offi ce for National Statistics

CPI class RPI section Dropped item Notes

01.1.2 Meat 2106 Imported Lamb Frozen imported lamb loin 
chops

Removed. Lamb is already well represented in the basket and its removal enables the 
introduction of rotisserie cooked chicken.

01.1.4 Milk, Cheese and Eggs 2115 Cheese Cheese cheddar, imported Replaced by parmesan cheese due to lowering coverage of imported cheddar in smaller outlets.

01.1.4 Milk, Cheese and Eggs 2116 Eggs Eggs, large Replaced. The shelf space for large eggs is increasingly devoted towards free range produce and 
the item specifi cation for large eggs has been narrowed refl ecting this.

01.1.4 Milk, Cheese and Eggs 2118 Milk Products Yoghurt/fromage frais, small 
individual

Replaced. The availability of individual pots of fromage frais has fallen so the item specifi cation 
has narrowed to yoghurt only. Fromage frais are still represented in the basket by multi-packs.

01.1.4 Milk, Cheese and Eggs 2118 Milk Products Fresh single cream Replaced by double cream refl ecting the market share of double compared to single cream.

01.1.6 Fruit 2127 Fresh Fruit Peaches Replaced by peaches/nectarines to increase coverage in price collection.

01.1.9 Food Products (not 
elsewhere classifi ed)

2129 Other Foods Chilled ready-meal, serve one Replaced by two ready meal items refl ecting the increase in diversity available.

02.1.2 Wine 3102 Beer Off Sales Cider 1-2 litre bottles Replaced by smaller bottles of cider to represent the market for drinks for individual consumption 
rather than ‘party’ size bottles.

02.1.2 Wine 3104 Wines and Spirits Off 
Sales

Wine Box-3 litres Replaced by rosé wine due to the relatively low weight of wine boxes and the increased shelf 
space devoted to bottles of rosé.

04.3.2 Services for 
Maintenance and Repair

4106 DIY Materials Hire domestic steam 
wallpaper stripper

Removed. Spending on this item has decreased as more people are buying rather than hiring 
domestic steam wallpaper strippers.

09.1.1 Reception and 
Reproduction of Sound and 
Pictures

6301 Audio-Visual Equipment MP3 player Replaced. Technology has moved on to MP4 players and this is refl ected in the basket of goods.

09.3.4 Pets, Related Products 
and Services

4306 Pet Care Cat food, can Replaced by cat food pouches refl ecting a trend away from tins towards pouches and packs.

09.4.2 Cultural Services 6401 TV Licences and Rentals DVD fi lm rental Replaced by subscriptions to internet DVD rental sites.

09.4.2 Cultural Services 6401 TV Licences and Rentals TV, video and DVD rentals Removed due to low and decreasing expenditure on DVD player and video cassette recorder 
rental.

12.3.1 Jewellery, Clocks and 
Watches

4401 Domestic Services Watch repair, clean and 
service

Removed due to diffi culty in collecting prices due to the trend towards buying new and away 
from repair.

Table 4
High-level weights1 in RPI since 1987

Notes: Source: Offi ce for National Statistics

1 Weights are specifi ed as parts per 1000 of the all items RPI.
2 Depreciation costs were added to the housing group in 1995.
3 Foreign holiday costs were added to the leisure services group in 1993, followed by UK holidays a 

year later.

RPI group 1987 1992 1997 2002 2006 2007 2008 2009

Food 167 152 136 114 105 105 111 118
Catering 46 47 49 52 50 47 47 50
Alcohol 76 80 80 68 67 66 59 63
Tobacco 38 36 34 31 29 29 27 27
Housing 157 172 1862 199 222 238 254 236

Fuel and light 61 47 41 31 33 39 33 49
Household goods 73 77 72 73 71 66 66 70
Household services 44 48 52 60 66 65 64 61
Clothing and footwear 74 59 56 51 49 44 42 39
Personal goods and services 38 40 40 43 41 39 41 41

Motoring expenditure 127 143 128 141 140 133 133 121
Fares and other travel costs 22 20 20 20 19 20 20 20
Leisure goods 47 47 47 48 41 41 38 38
Leisure services 30 32 593 69 67 68 65 67
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Broadly speaking, weights for services 
have increased while those for goods have 
decreased. Th e most recent weights in the 
table also illustrate that changes from one 
year to the next are less marked – for this 
reason, users should guard against drawing 
conclusions about evolving spending 
patterns just from the update of the basket 
in any one year.

Notes
1 CPI indices are fi rst chain linked each 

January, when weights for CPI classes 
and higher-level aggregates are updated, 
and again in February when changes 
to the basket are introduced and hence 
weights for individual item indices are 
reviewed.

2 Th e CPI is organised according to 
the internationally agreed COICOP 
(Classifi cation of Individual 
Consumption by Purpose) system, as 
used in the UK National Accounts. 
Th e RPI uses a classifi cation system 
specifi ed by an earlier RPI Advisory 
Committee, and has evolved gradually 
over the RPI’s long history as a 
published UK offi  cial statistic.

3 RPI weights are based primarily 

on household spending estimates 
derived from the Living Costs and 
Food Survey, previously known as 
the Expenditure and Food Survey, 
and relate to expenditures by private 
households only, excluding the top 
4 per cent of households by income 
and those pensioner households 
mainly dependent on state benefi ts. 
CPI weights are based on National 
Accounts estimates of household fi nal 
consumption consistent with the wider 
CPI population coverage (all private 
households, residents of institutional 
households and foreign visitors to the 
UK).

4 At the extreme, if price changes for all 
the possible items that could be selected 
in a particular group were identical 
each month, it would be necessary 
to select only one of the items for 
inclusion in the basket. Price changes 
for this one item would be perfectly 
representative of price changes for the 
group as a whole.

5 Under CPI regulations, items should 
be included in the CPI where estimated 
consumers’ expenditure is one part per 
thousand or more of all expenditure 

covered by the CPI; based on household 
fi nal consumption data underpinning 
calculation of the 2009 CPI weights, 
this is equivalent to around £710 
million.

6  Coverage extensions during the 
development of the CPI/HICP 
(harmonised index of consumer prices) 
mean that long-term comparisons of 
weights within CPI are more diffi  cult.
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Revisions to 
quarterly GDP 
growth and its 
components

This article presents the results of 
the latest revisions analysis of gross 
domestic product (GDP), updating and 
developing the previous article, Meader 
(2007) published in November 2007. 
Revisions to the estimates of quarterly 
GDP are analysed at different stages of 
the production process, and the reliability 
of initial estimates over two different 
time periods is assessed. An analysis of 
revisions to quarterly growth rates for 
the main components of the expenditure, 
production and income measures of GDP 
is also presented. More detailed analysis 
of the components can be found in the 
appendices to this article on the Offi ce 
for National Statistics website at: www.
statistics.gov.uk/cci/article.asp?id=2154

SUMMARY

FEATURE

Jason Murphy
Offi ce for National Statistics

The quality of gross domestic product 
(GDP) estimates can be assessed 
using a variety of measures. Of these, 

revisions analysis examines the reliability 
of an early estimate in predicting the 
value of a later estimate. Revisions 
analysis does not measure accuracy, which 
relates to how close the estimate is to the 
underlying ‘true’ value. It is possible that 
a reliable estimate (in that it is revised 
only very slightly over time) could be 
very inaccurate (in its closeness to the 
underlying ‘true’ value). 

Reliability (measured through revisions 
analysis) is only one aspect of quality and 
should be considered as part of a wider 
range of indicators of quality that address 
issues such as timeliness and coherence. 
Quality reports provide information on 
diff erent elements of quality (including 
reliability) and include both static and 
dynamic quality information specifi c to a 
release.1

Th is analysis includes revisions made up 
to and including Blue Book 2008, although 
the time span used runs over ten years, 
from 1996 Q1 to 2005 Q4. For most of 
the analyses, seasonally adjusted data and 
chained volume measures (CVM) (or 
constant prices) are used. For the income 
components of GDP, the analysis uses 
seasonally adjusted data at current prices 
rather than CVM, due to the nature of the 
data collected and the diffi  culty of defl ating 
the components. 

Key fi ndings
Th e key fi ndings from the 2008 GDP 
revisions analysis are:

■  Th e initial estimate of quarterly GDP 
growth is, on average, 0.17 percentage 
points below the latest estimate. Th is 
is statistically signifi cant and is higher 
than the fi gure of 0.15, calculated 
following last year’s Blue Book dataset. 
Th is refl ects lower revisions in the last 
year, due to the reasons given in Box 1

■  Th e largest mean revision takes place at 
Blue Book 2 (BB2). Estimates made at 
month 1 (M1) and BB2 are statistically 
signifi cant, indicating systematic 
underestimation at these stages

■  Th e reliability assessment indicates that 
BB2 provides a more reliable indicator 
of the latest estimates than initial 
estimates made in M1. Th ere has been 
an overall improvement in the second 
time period (2001 to 2005) for GDP, 
with improved reliability at all stages 
except M1 to M3

■  Of the production components, 
the largest mean revisions are in 
agriculture, at 0.53 percentage points. 
Th e fi rst estimate of agriculture is also 
the least reliable, while total services is 
the most reliable

■  Total services has the lowest mean 
absolute revision but the largest impact 
on gross value added (GVA), due to 
its proportion. Within total services, 
transport, storage and communications 
has the largest mean revision, at 0.60 
percentage points, and has the least 
reliable fi rst estimate. Government and 
other services has the most reliable fi rst 
estimate

■  Of the expenditure components, 
gross fi xed capital formation (GFCF) 

www.statistics.gov.uk/cci/nugget.asp?id=2154
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Box 1
Revisions and phase 1 of the modernisation of the UK 
National Accounts

Humphries (2008) explains the current position concerning the 
modernisation of the UK National Accounts. Blue Book 2008 
represents the fi rst phase of this modernisation and reintroduces 
benchmarking to annual survey data and methodological 
improvements which were suspended for the Blue Book 2007. 
In addition, annual data for 2004 to 2006 were balanced using 
the supply and use framework (see the section ‘Approaches to 
measuring GDP’).
 
Revisions made in Blue Book 2008 were more substantial than 
those made in the Blue Book 2007, owing to the reintroduction 
of balancing, benchmarking and methodological improvements. 
Revisions extended back to 1961, due to the introduction of a 
new methodology for estimating FISIM (fi nancial intermediation 
services indirectly measured). An analysis of the impact of the 
new treatment of FISIM on GDP growth can be seen in Meader 
and Tily (2008).

Figure 1 illustrates mean revisions to quarterly GDP growth, 
comparing the data published in each year’s Blue Book with the 
data published in the previous quarter’s Quarterly National 

Accounts First Release. For each year, revisions are averaged 
over the period from 1992 Q1 up to each year’s Blue Book date 
(published in either June or September).

It highlights the minimal revisions made in Blue Book 2007 and 
the increase in revisions in Blue Book 2008, when the absolute 
average revision since 1992 was 0.10 percentage points per 
quarter. This compares with as much as 0.20 in September 
2003, when annual chain-linking was introduced, and 0.19 in 
September 1998, when the new European System of National 
Accounts (ESA 95) was implemented. The average revision since 
1992 has been 0.01.

Revisions analysis is just one aspect of quality. While measuring 
quality through revisions can be problematic in the short term, 
National Accounts are monitoring quality closely during this 
transitional period. To this end, a new coherence statement, 
which provides an assessment of the coherence of the three 
measures of GDP, has been incorporated into the Quarterly 
National Accounts First Release. 

has the largest mean revision, at 1.08 
percentage points. Mean revisions to 
exports and imports are large, relative 
to other components, at 0.85 and 
0.68 percentage points, respectively. 
Household fi nal consumption 
expenditure (HHFCE) has a more 
reliable fi rst estimate than any other 
expenditure component 

■  Of the income components, fi nancial 
corporations has the largest mean 
revision, at 4.71 percentage points. 
Compensation of employees has the 
most reliable fi rst estimate

 
Approaches to measuring GDP
GDP can be measured using three 
theoretical approaches:

■  production (or output)
■  expenditure, and
■  income

Figure 1
Revisions made exclusively at Blue Book to GDP growth 

Percentage points

 Source: Offi ce for National Statistics
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Th e production (or output) approach 
measures the sum of the value added 
created through the production of goods 
and services within the economy; the 
expenditure approach measures the total 
expenditure on all fi nished goods and 
services produced within the economy; and 
the income approach measures the total 
income generated by the production of 
goods and services in the economy. 

Th e components of each approach to 
measuring GDP are estimated through 
sample surveys and administrative 
sources. In the short run, forecasts and 
models can be used to estimate growth 
for the later months of the quarter, for 
which data have not yet been collected. 
Th ese forecasts are replaced with actual 
data when they become available. A 
single estimate is then derived through 
a balancing process and published as the 
offi  cial estimate of GDP. For more details 

on the balancing process, see Box 2 in 
Robinson (2005).

GDP framework
Th e production of quarterly GDP in the 
UK goes through a number of stages. Th e 
main stages of the production process are 
outlined below. Analysis of the availability 
of actual data at each stage has been covered 
in articles by Mahajan (2004) and Skipper 
(2005) in Economic Trends.

■  M1 – the fi rst estimate of GDP 
quarterly growth is published around 
25 days aft er the end of the quarter in 
the GDP Preliminary Estimate First 
Release. Th is preliminary estimate is 
based on about 40 per cent ‘actual’ data 
(as opposed to forecast data) and is 
driven by the production approach to 
GDP

■  M2 – the second estimate is published 
around 55 days aft er the end of the 
quarter in the UK Output, Income 
and Expenditure First Release. Th is is 
based on about 80 per cent of actual 
output data, as well as early estimates of 
the expenditure and income estimates 
(about 60 per cent actual data)

■  M3 – the third estimate is published 
around 85 days aft er the end of the 
quarter in the Quarterly National 
Accounts First Release. Th is is based on 
about 90 per cent of actual output data 
and 80 per cent of actual expenditure 
and income data. Th is release includes 
updated data for the estimate in the 
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current quarter as well as updated 
estimates for earlier quarters

■  First estimate of annual GDP (BB1) – 
annual GDP estimates are published 
in the Blue Book, usually in June. Th e 
quarterly data are updated again during 
the production of the fi rst estimate 
of annual GDP, as data from new and 
more comprehensive annual data 
sources become available

■  Second estimate of annual GDP (BB2) 
– the second time an annual estimate 
is published in the Blue Book, Input-
Output Supply and Use Tables are 
produced and used to reconcile the 
three measures of GDP for the fi rst time

■  Latest estimate – the Input-Output 
Supply and Use balancing process 
is rerun in subsequent Blue Books 
using further benchmark data 
and incorporating signifi cant 
methodological improvements

In this article, revisions to quarterly GDP 
growth rates are analysed over the periods 
between:

■  M1 and M3
■  M3 and BB1 (the fi rst time an annual 

estimate is published)
■  BB1 and BB2 (the second time an 

annual estimate is published and the 
fi rst time Input-Output Supply and Use 
is carried out), and

■  BB2 and the latest estimate (post BB2)

For the analysis of quarterly GDP growth 
rates, the time series used runs from 1996 
Q1 to 2005 Q4.2,3 Taking the analysis only as 
far as 2005 Q4 ensures that all the estimates 
have had at least three years to mature and 
have all been through two Blue Books. 

Data in this article are comparable with 
the data used in the revisions analysis in 
GDP First Releases but the analysis is carried 
out over diff erent time periods and so the 
summary statistics will not be the same. For 
consistency, revisions analyses in all Offi  ce 
for National Statistics (ONS) First Releases 
conform to a standard time period. Revisions 
are analysed in relation to the stages of the 
compilation process, as outlined above. 
Analysis is based on a variety of statistical 
tools, and methods are outlined below.

■  Using time series graphs to chart the 
path and behaviour of revisions in 
diff erent quarters, covering the period 
1996 Q1 to 2005 Q4 

■  Analysing summary statistics such as 
mean revision, mean absolute revision 
and root mean squared error (RMSE) to 
measure the size, scope and impact of 

revisions to GDP and its components. 
For more details on RMSE, see Box 
1 in Robinson and Obuwa (2006). In 
brief, it indicates how well the initial 
estimate predicts the end value. A low 
RMSE suggests that the initial value was 
a good estimator, where a value of zero 
suggests a perfect estimator

■  Splitting the analysis period in half 
and using the RMSE to assess whether 
the reliability of initial estimates has 
improved or worsened. It is worth 
noting that the second time period 
will have been through fewer post-BB2 
revisions compared with the fi rst period

■  Using weighted mean absolute revisions 
to assess the impact revisions to GDP 
components have on headline GDP. 
Weighted mean absolute revision is 
the product of mean absolute revision 
and proportion of GVA/GDP of each 
component

■  Applying a statistical test to the mean 
revisions to test if they are statistically 
signifi cantly diff erent from zero. For 
details on testing for signifi cance 
in revisions, see Box 1 in Robinson 
(2005). Th e outcome of the test gives 
an indication of whether the revisions 
pattern may have occurred by chance 
rather than due to a systematic over- or 
underestimation of earlier estimates 

Analysis of revisions to 
quarterly GDP growth 
Figure 2 plots the path of GDP from 1992 
Q1, and shows the spread of revisions made 
at Blue Books going back to 1995. Th e thick 
black line represents the latest Blue Book 
GDP quarterly growth rates.

Figure 3 shows GDP growth as the 
preliminary and the latest estimate (the Blue 
Book 2008 value) for any given quarter, with 
the total revision as the diff erence. Over 
the life cycle of a quarterly growth rate up 
to the latest estimate, it is evident the initial 

estimate tends to be revised upwards. Over 
the time period studied, the revisions to 
individual quarters range from –0.5 to +0.8 
percentage points. 

Figure 4 shows the revisions for a given 
quarter broken down into the diff erent 
stages of the production process. It shows 
that revisions can occur in either direction 
for each stage of the process. Positive and 
negative revisions at M1 to M3 and BB1 
to BB2 are fairly evenly distributed, while 
revisions at M3 to BB1 and BB2 to latest 
are more likely to be positive. It also shows 
that off setting revisions can be made for 
any given quarter at diff erent stages of the 
process. 

Th e revisions made at each stage of the 
process can, to some extent, be reconciled 
with the reasons for revisions given in 
Skipper (2007). In summary, the main 
causes of revisions are:

■  later data or data replacing forecasts
■  seasonal adjustment (either updates 

due to later data or annual changes to 
methodology)

■  changes to adjustments (for instance, to 
help with balancing), or

■  improvements to sources and methods

Table 1 gives more information about 
revisions made at each stage of the 
production process. It shows that the most 
substantial revisions take place in the period 
from BB2 to latest. Th ese revisions are 
statistically signifi cant, indicating systematic 
underestimation at BB2, and are primarily 
caused by methodological changes and/or 
changes to national accounting standards 
(rather than data changes). 

A relatively large mean absolute revision 
but a small mean revision for the period 
BB1 and BB2 indicates that positive 
and negative revisions are more equally 
balanced than other periods such as M3 
to BB1. Th e period between M1 and M3 

Figure 2
Historical path of GDP published in successive (1996 to 2008) 
Blue Books 
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contains the least revisions in terms of both 
the mean revision and the mean absolute 
revision.

It can be seen from the table that 
although the M1 estimate is a good 
indicator of the M3 estimate, with an RMSE 
value of 0.12, it is not such a good indicator 
for the latest estimate, as the total revisions 
RMSE value is 0.36. 

Compared with the last time this analysis 

was carried out (following Blue Book 2007) 
revisions have increased slightly in periods 
following BB1. 

Revisions refl ect reliability of the estimates 
and are used by some analysts to assess data 
uncertainty. By dividing the time period used 
for analysis into two halves, an assessment 
can be made as to whether the reliability has 
improved or worsened by comparing the 
summary statistics for one period against the 

other. Periods chosen are the same length 
and contain complete years to avoid having 
an unequal number of Blue Book quarters. 

Table 2 displays marked diff erences 
between the two periods, 1996 Q1 to 2000 
Q4 and 2001 Q1 to 2005 Q4. Only revisions 
between M1 and M3 are higher in the 
second period, shown by the mean absolute 
revision and the RMSE. Table 2 shows that 
revisions occurring later in the process 
perform comparatively better in the second 
period. BB1 to BB2 is the only period to 
show a switch in sign of the mean revision 
between the two periods.

Th e revisions performance of the UK 
compares favourably with other countries, 
shown by a paper released in 2007 by the 
Organisation for Economic Co-operation 
and Development. Th e UK is one of a 
number of countries with signifi cant 
upward revisions.

 Source: Offi ce for National Statistics

Figure 3
Total revisions to quarterly GDP growth
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Figure 4
Revisions by stage to quarterly GDP growth
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Table 1
Summary statistics for revisions to quarterly GDP growth, 
1996 Q1 to 2005 Q4

 Source: Offi ce for National Statistics

Revisions period Mean revision
Mean absolute 

revision Variance
Root mean 

squared error Signifi cant?

M1 to M3 0.01 0.09 0.02 0.12 No
M3 to BB1 0.04 0.12 0.02 0.14 No
BB1 to BB2 0.01 0.15 0.04 0.19 No
BB2 to latest 0.11 0.21 0.07 0.28 Yes
Total revisions 0.17 0.27 0.10 0.36 Yes
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Production (output) 
components
Th e production (or output) approach to 
GDP measures the sum of GVA created 
through the production of goods and 
services within the economy. In theory this 
is the total output less the intermediate 
consumption of goods and services used 
up in the production process. However, for 
short-term volume measurement and in 
practice, this is done by using proxies for 
GVA. Examples of such proxies are defl ated 
turnover and volume measures of output. 

Th e production approach in volume 
terms actually measures GVA rather than 
GDP. GDP is GVA plus taxes on products 
less subsidies on products. Since it is not 
possible to split these taxes on products 
less subsidies on products by industry, the 
production approach measures GVA (not 
GDP) at industry level.

Th e main industry breakdowns used for 
the production approach in volume terms 
are: 

■  agriculture, forestry and fi shing
■  total production
■  construction, and
■  total services

Th e analysis for the main industry 
breakdowns covers the period 1996 Q1 to 
2005 Q4 for the M3 estimates, with M2 
estimates available from 1998 Q4. For total 
services, M1 estimates are also available 
from 1998 Q4. 

Table 3 shows the summary statistics for 
revisions (fi rst available period to latest) 
to growth rates for the main industry 
breakdown. 

Th e largest mean revision is to 
agriculture, at 0.53 percentage points, and 
the much larger mean absolute revision 
indicates that there have been both large 
positive and negative revisions over the 
time period. Of the main production 
components, the RMSE indicates that 
the fi rst estimate is the best indicator 
of the latest estimate for total services, 
with agriculture having the least reliable 
estimate. Although the mean revision 

Table 2
Summary statistics for the reliability of GDP estimates

 Source: Offi ce for National Statistics

Revisions period

Mean revision Mean absolute revision Root mean squared error

1996Q1 to 
2000Q4

2001Q1 to 
2005Q4

1996Q1 to 
2000Q4

2001Q1 to 
2005Q4

1996Q1 to 
2000Q4

2001Q1 to 
2005Q4

M1 to M3 0.00 0.02 0.07 0.11 0.09 0.15
M3 to BB1 0.07 0.02 0.13 0.12 0.15 0.14
BB1 to BB2 –0.02 0.03 0.17 0.13 0.21 0.17
BB2 to latest 0.19 0.03 0.26 0.16 0.35 0.21
Total revisions 0.24 0.09 0.30 0.11 0.39 0.33

to total production and total services 
is similar in size, the reliability of the 
services estimate is higher due to the lower 
variance of revisions. Th e mean revision 
of the service industries is now statistically 
signifi cant in contrast to last year’s analysis, 
although the year-on-year changes to the 
mean revision and variance were small. 

For the production and construction 
industries, mean absolute revisions and 
RMSE values are slightly lower than 
when this analysis was last published in 
November 2007, indicating that recent 
revisions have declined for these industries.

Figure 5 shows the mean absolute 
revision alongside the weighted mean 
absolute revision (using the percentage 
of total GVA represented by each main 
component). Revisions to total services 
have the biggest impact on revisions to total 
GVA, despite having the smallest mean 
absolute revision.

Summary of revisions to production 
components
Analysis of revisions to quarterly growth 
rates for the main production (output) 
components is available in Appendix A to 
this article on the ONS website.

A summary of the results is presented 
here. Th ey focus on the results of the data 
reliability assessment and how this has 
changed between the two analysis periods. 

Agriculture
Th e total mean revision is larger in the 
second period, although the mean absolute 
revision is smaller. Th e RMSE shows that 
data reliability between the fi rst and latest 
estimates over the two periods has improved. 

Total production
While the mean revision increased in the 
second period, the mean absolute revision 
decreased. Th e RMSE shows data reliability 
between the fi rst and latest estimates 
improved between periods, BB2 being a 
much more reliable estimate of the latest 
fi gure in the second period than in the fi rst 
period. 

Construction
Th e total mean revision value switched 
from being positive in the fi rst period to 
negative in the second period, and the mean 
absolute revision grew between the two 
periods. Th e reliability of the fi rst estimate 

Figure 5
Mean absolute revision and weighted mean absolute revision: 
by main production component, 1996 Q1 to 2005 Q4

Percentage points

 Source: Offi ce for National Statistics
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Table 3
Summary statistics: by main production components, 
1996 Q1 to 2005 Q4

 Source: Offi ce for National Statistics

Component

Percentage of 
GVA (based 

on 2003 
values)

Mean 
revision

Mean 
absolute 
revision Variance

Root mean 
squared 

error
Statistically 
signifi cant?

Weighted 
mean 

absolute 
revision

Agriculture 0.010 0.53 2.16 9.59 3.14 No 0.02
Total production 0.180 0.20 0.57 0.46 0.71 No 0.10
Construction 0.059 0.01 0.82 1.08 1.04 No 0.05
Total services 0.752 0.19 0.34 0.15 0.43 Yes 0.25
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as an indicator of the latest estimate 
decreased slightly, although the BB2 
estimate has improved.
 
Total services
Th e total mean revision is lower in the second 
period, with the mean absolute revision 
similarly decreasing. Th e reliability of the fi rst 
and BB2 estimates as indicators of the latest 
estimate has improved considerably.

Total services sub-components
Since total services make up a large 
proportion of total GVA (75.2 per cent in 
2003), an analysis has been carried out on 
the key sub-components of services. 

Th e breakdown for total services is: 

■  distribution, hotels and catering
■  transport, storage and communications
■  business services and fi nance, and
■  government and other services

Th e analysis for the services breakdown 
covers the period 1996 Q1 to 2005 Q4 
for the M3 estimates, with M2 estimates 
available from 1998 Q4. For distribution, 
hotels and catering, M1 estimates are also 
available from 1998 Q4. 

Table 4 shows the summary statistics 
for revisions to growth rates for the main 
services breakdown.

Th e largest mean revision is to transport, 
storage and communication, at 0.60 
percentage points. Th e lowest mean revision 
is to government and other services, 
although the mean absolute revision of 0.38 
indicates that there have been positive and 
negative revisions in diff erent quarters.

Th e RMSE indicates that the fi rst estimate 
for government and other services is the best 
estimator of the latest estimate in comparison 
with other components, with transport, 
storage and communications the least reliable. 

Th e mean revision between the fi rst and 
latest estimates is statistically signifi cant for 
transport, storage and communication and 
business, services and fi nance.

Compared with last year’s analysis, the 
reliability of estimates as shown by the 
mean absolute revision and the RMSE value 
has declined for all service components.

Figure 6 shows the mean absolute 
revision alongside the weighted mean 
absolute revision (using the percentage of 
GVA for each main component). Revisions 
to business services and fi nance are the 
biggest cause of revisions to total services. 

Summary of revisions to services sub-
components
Analysis of revisions to quarterly growth 
rates for the key services components is 

available in Appendix A to this article on 
the ONS website.

A summary of the results is presented 
here, focusing on the results of the data 
reliability assessment. 

Distribution, hotels and catering
Data reliability overall has improved in the 
second period compared with the fi rst, with 
a signifi cant improvement in the reliability 
of the BB2 estimate.

Transport, storage and 
communications
Data reliability has improved overall and at 
each stage of the process when comparing 
the two periods. Th ere were particularly large 
improvements in the reliability of the BB2 
estimate as an indicator of the latest estimate. 

Business services and fi nance
Data reliability has improved overall as a 
result of improved reliability at each stage 
of the process, most noticeably for BB2 
compared with the latest estimate.

Government and other services
Data reliability is slightly worse in the 
second period although the BB2 estimate 
has improved.

Expenditure components
Th e expenditure measure of GDP calculates 
the total expenditure on fi nal demand for 
UK-produced goods and services (also 
described as total domestic expenditure, 
adjusted for trade). Th e main components 
are: 

■  HHFCE – household fi nal consumption 
expenditure

■  NPISH – fi nal consumption 
expenditure by non-profi t institutions 
serving households

■  GGFCE – general government fi nal 
consumption expenditure

■  GFCF – gross fi xed capital formation
■  changes in inventories 
■  exports of goods and services
■  less imports of goods and services

Th e analysis of most expenditure 
components covers the period 1996 Q1 to 
2005 Q4. Expenditure components are fi rst 
published at M2 and so, for this analysis, 
the fi rst revisions period investigated will be 
M2 to M3 rather than M1 to M3. Analysis 
for the NPISH component will cover the 
period 1998 Q3 to 2005 Q4. Th is is because 
NPISH was fi rst published as a separate 
series in 1998 Q3. M2 revisions for imports 

Table 4
Summary statistics: by main services sub-components, 
1996 Q1 to 2005 Q4

 Source: Offi ce for National Statistics

Component

Percentage 
of GVA 

(based on 
2003 values)

Mean 
revision

Mean 
absolute 
revision Variance

Root mean 
squared 

error
Statistically 
signifi cant?

Weighted 
mean 

absolute 
revision

Distribution, hotels and 
catering

0.148 0.04 0.63 0.67 0.82 No 0.09

Transport, storage and 
communications

0.076 0.60 1.16 1.95 1.52 Yes 0.09

Business services and 
fi nance

0.299 0.33 0.59 0.48 0.76 Yes 0.18

Government and other 
services

0.229 –0.03 0.38 0.27 0.52 No 0.09

Figure 6
Mean absolute revision and weighted mean absolute revision: 
by main services sub-component, 1996 Q1 to 2005 Q4

Percentage points

 Source: Offi ce for National Statistics
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and exports are only available from 1998 Q3 
and 1998 Q4, respectively.

Table 5 shows summary statistics for the 
revisions (fi rst available estimate to latest) 
to growth rates of expenditure measure 
components of GDP. Revisions to growth 
rates of changes in inventories are not 
included. Analysis of such rates would 
not be meaningful because the underlying 
estimate is a fl ow and is published as levels 
rather than growth.

Th e largest mean revision is to GFCF, at 
1.08 percentage points, with a much larger 
mean absolute revision. Th e comparatively 
large RMSE indicates that the fi rst estimate 
at M2 is not a good indicator of the latest 
estimate. 

For the period covered, the mean 
revision to HHFCE is almost zero, at 0.04. 
However, the mean absolute revision of 0.39 
percentage points shows there were positive 
and negative revisions, which cancelled 
each other out over the time period 
analysed. Th e comparatively low RMSE of 
0.51 percentage points indicates that of all 
the expenditure components, the HHFCE 
estimate has the most reliable fi rst estimate.

Mean revisions to exports and imports 
are relatively large and have a high RMSE, 
largely due to the impact of trade associated 
with VAT Missing Trader Intra-Community 
(MTIC) fraud. Th e estimates of the impact 
of this on the trade statistics are volatile 
and diffi  cult to predict. For more detailed 
analysis of the impact of MTIC fraud on 
trade statistics, see Ruffl  es et al (2003). 

Table 5 also shows that the mean 
revisions to GFCF, imports and exports 
are statistically signifi cant, indicating 
systematic underestimation, despite 
relatively large variances. Mean revisions 
to HHFCE, NPISH and GGFCE are not 
statistically signifi cant.

Compared with last year’s analysis, 
all expenditure components show an 
improvement to the mean absolute revision 
and RMSE.

Figure 7 illustrates the impact of 
revisions to individual components on GDP. 
Th is shows that, despite the varying size of 
the mean absolute revisions, the weighted 
mean absolute revisions for GFCF, exports 
and imports are similar in size. 

Summary of revisions to expenditure 
components 
Analysis of revisions to quarterly growth 
in the expenditure components of GDP is 
contained in Appendix B to this article on 
the ONS website.

As with headline GDP, the analysis is 
based on dividing the time period into two 
halves and assessing whether the reliability 

has improved or worsened. Th e fi rst period 
is from 1996 Q1 to 2000 Q4 and the second 
from 2001 Q1 to 2005 Q4 (for NPISH, the 
fi rst period is from 1999 Q1 to 2002 Q2 and 
the second from 2002 Q3 to 2005 Q4). A 
summary of the results is presented here.

 
Household fi nal consumption 
expenditure 
Th e results show that the total mean 
revision changed to a negative in the second 
period, with the mean absolute revision 
falling between the periods. Th e RMSE 
compared across the two time periods for 
total revisions shows that the reliability 
of the M2 estimate as an indicator for the 
latest estimate improved in the second 
period. Th is is due to smaller mean absolute 
revisions following BB2 estimates.

Non-profi t institutions serving 
households
Th e mean absolute revision and the RMSE 
are both higher in the second period, with 
the average revision being downward.

General government fi nal 
consumption expenditure 
Th e total mean revision is little changed 
from the fi rst period to the second period. 
Th e mean absolute revision and RMSE 

between periods are both improved in the 
second period. 

Gross fi xed capital formation
While the total mean revision is smaller 
in the second period compared with the 
fi rst, the mean absolute revision increased. 
Th e RMSE shows the reliability of the 
M2 estimate as an indicator of the latest 
estimate worsened in the second period.

Inventories
In the second period, the total mean 
revision is larger, with the mean absolute 
revision showing a signifi cant increase. Th e 
reliability of the M2 estimate as an indicator 
of the latest estimate worsened markedly in 
the second period. 

Exports
Th e total mean revision (M3 to latest) is 
larger in the second period compared with 
the fi rst, but the mean absolute revision 
decreased. Th e reliability of the M3 estimate 
as an indicator of the latest estimate 
worsened in the second period.

Imports
Th e total mean revision (M3 to latest) is 
larger in the second period compared with 
the fi rst and the mean absolute revision also 

Table 5
Summary statistics for revisions: by main GDP expenditure component, 
1996 Q1 to 2005 Q4

 Source: Offi ce for National Statistics

Component

Percentage 
of GVA 

(based on 
2003 values)

Mean 
revision

Mean 
absolute 
revision Variance

Root mean 
squared 

error
Statistically 
signifi cant?

Weighted 
mean 

absolute 
revision

HHFCE 62.7 0.04 0.39 0.26 0.51 No 0.24
NPISH 2.4 –0.18 0.88 1.48 1.23 No 0.02
GGFCE 20.4 –0.06 0.58 0.63 0.79 No 0.12
GFCF 16.4 1.08 2.01 5.62 2.61 Yes 0.33
Exports 25.5 0.85 1.44 3.25 1.99 Yes 0.37
Imports –27.8 0.68 1.16 1.47 1.39 Yes –0.32
Inventories 0.3 n/a n/a n/a n/a n/a n/a

Figure 7
Mean absolute revision and weighted mean absolute revision: 
by main GDP expenditure component, 1996 Q1 to 2005 Q4

Percentage points

 Source: Offi ce for National Statistics
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increased. Th e reliability of the M3 estimate 
as an indicator of the latest estimate 
worsened in the second period.

Income components
Th e income approach to GDP measures the 
total income generated by the production 
of goods and services within the economy. 
It is broken down into categories according 
to who has earned the income. Th e main 
components are: 

■  compensation of employees (CoE) – 
primarily made up of wages and salaries

■  public corporations – gross operating 
surplus of public non-fi nancial 
corporations 

■  private non-fi nancial corporations 
(PNFCs) – gross operating surplus of 
private non-fi nancial corporations

■  fi nancial corporations – gross operating 
surplus of fi nancial corporations 

■  other income – includes mixed income 
which covers the income of the self-
employed 

■  taxes on products less subsidies on 
products

Th e gross operating surplus is made up of 
gross trading profi ts, rental and holding 
gains/losses on inventories.

Analysis of income components 
covers period 1998 Q2 to 2005 Q4, using 
seasonally adjusted current price data as 
opposed to chained volume data used 
for the production and expenditure 
components. M2 data for CoE is available 
from 1999 Q1; M2 data for other income 
and taxes and products less subsidies is 
available from 1998 Q3.

Table 6 shows summary statistics for the 
revisions to growth rates of components of 
the income measure of GDP. 

Both fi nancial corporations and public 
non-fi nancial corporations show large 
mean absolute revisions despite relatively 
low mean revisions, indicating that there 
have been both large positive and negative 
revisions over the period. 

Of the income components, CoE provides 
the most reliable initial estimate, shown 
by the relatively low RMSE calculation. 
Th is contrasts with fi nancial corporations 
which has the highest RMSE of the income 
components.

Th e revisions to CoE are statistically 
signifi cant in contrast to the other 
components, which taken together with the 
positive mean revision indicates systematic 
underestimation. 

In Table 6, the weighted mean absolute 
revision shows revisions to financial 
corporations have the biggest impact 

on GDP, a reflection of the large mean 
absolute revision of this component. 
Also evident from Table 6 is the relatively 
small impact that revisions to CoE and 
taxes less subsidies on products have 
on headline GDP, despite together 
accounting for 66.4 per cent of the 
income measure. This is mainly due to 
the low mean absolute revisions of both 
components.

Figure 8 illustrates the comparison 
between mean absolute revision and 
weighted mean absolute revision for all the 
income components.

Summary of revisions to income 
components
Analysis of revisions to quarterly growth 
in the income components of GDP is 
contained in Appendix C to this article on 
the ONS website.

As with headline GDP, analysis is 
based on splitting the time period in half 
and assessing whether the reliability has 
improved or worsened. Th e fi rst period is 
from 1999 Q1 to 2002 Q2 and the second 
period is from 2002 Q3 to 2005 Q4.

Compensation of employees
The results show that total mean revision 
and mean absolute revision decreased in 
the second period. This is reflected in the 
RMSE which shows the reliability of the 
M3 estimate as an indicator for the 
latest estimate improved in the second 
period. 

Public non-fi nancial corporations 
The total mean revision switched from a 
negative in the first period to a positive 
in the second period. The mean absolute 
revision worsened in the second period, 
and the RMSE shows that the reliability 
of the M3 estimate as an indicator for the 
latest estimate worsened in the second 
period. 

Private non-fi nancial corporations
Th e total mean revision has switched from 
a positive in the fi rst period to a negative 
in the second period, with the mean 
absolute revision increasing marginally. Th e 
reliability of the M3 estimate as an indicator 
for the latest value worsened in the second 
period. 

Figure 8
Mean absolute revision and weighted mean absolute revision: 
by main GDP income component, 1998 Q2 to 2005 Q4

Percentage points

 Source: Offi ce for National Statistics
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Table 6
Summary statistics for revisions: by main GDP income component, 
1998 Q2 to 2005 Q4

 Source: Offi ce for National Statistics

Component

Percentage 
of GVA 

(based on 
2003 values)

Mean 
revision

Mean 
absolute 
revision Variance

Root mean 
squared 

error
Statistically 
signifi cant?

Weighted 
mean 

absolute 
revision

Compensation of 
employees

54.1 0.20 0.41 0.26 0.55 Yes 0.22

Public non-fi nancial 
corporations

0.6 –0.70 9.23 171.99 13.13 No 0.06

Private non-fi nancial 
corporations

17.6 0.06 2.19 7.55 2.75 No 0.39

Financial corporations 2.9 0.36 29.35 1729.23 41.59 No 0.86

Other income 12.3 –1.12 2.23 8.65 3.15 No 0.27

Taxes on products less 
subsidies on products 

12.4 –0.09 1.23 2.28 1.51 No 0.15
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Private fi nancial corporations 
Th e total mean revision has switched 
drastically from a negative in the fi rst 
period to a positive in the second period, 
with the mean absolute revision decreasing 
signifi cantly. Th e reliability of the M3 
estimate as an indicator for the latest 
estimate vastly improved in the second 
period. 

Other income 
Th e total mean revision fell to zero in the 
second period and the mean absolute 
revision decreased greatly. Th e RMSE 
shows the reliability of the M3 estimate as 
an indicator for latest estimate improved 
markedly in the second period. 

Taxes on products less subsidies on 
products 
Th e total mean revision became a larger 
negative fi gure in period two, while the 
mean absolute revision decreased. Th e 
reliability of the M3 estimate as an indicator 
for the latest value improved in the second 
period.

The household saving ratio
Th e household saving ratio calculates 
household saving as a percentage of total 
gross household disposable income, 
adjusted for changes in net equity of 
households in pension funds. It is published 
quarterly within the UK Economic Accounts, 
which coincides with M3.

Revisions to the savings ratio are not 
signifi cant. Figure 9 shows that during 
2000 and 2001, there were eight successive 
positive revisions. However, the mean 
revision is negative, largely due to seven 
successive quarters of negative revisions 
at the end of the series. Th e mean absolute 
revision is 0.96.

Notes
1 More information on quality reports is 

available at: 
 www.statistics.gov.uk/about_ns/

economicstatistics_qualityreports.asp
2 Due to historical reasons and 

availability of data, the analyses of 
revisions to the quarterly growth rates 
for the components of each of the three 
measures could not be carried out in 
all cases for consistent time periods. 
Details of the time periods which were 
used for each of the three approaches 
are outlined just before the analysis.

3 Data for 2005 have only been through 
one BB2 period (that is, they have only 
been through the annual balancing 
process once) in contrast to data for all 
prior years. 
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Labour inputs 
in public sector 
productivity: 
methods, issues 
and data

This article provides an overview of 
the methodology currently used in the 
production of labour input measures, 
with a specifi c focus on how these affect 
estimates of public service productivity 
published by the UK Centre for the 
Measurement of Government Activity 
(UKCeMGA) in the Offi ce for National 
Statistics (ONS). It reviews ongoing work 
to improve labour input measures within 
the context of both the literature and 
empirical work as a way of highlighting 
key conceptual and practical issues with 
existing methods and data. It provides an 
update of the new education direct labour 
input measure and an update on the 
implementation of the Atkinson review 
recommendations on the measurement of 
labour inputs to production. 

SUMMARY

FEATURE

Kato Kimbugwe, Rhys Lewis 
and Nicola James
Offi ce for National Statistics

Introduction

Total output of an economy or sector of 
the economy is determined partly by 
the quantity of factor inputs (labour, 

capital, etc) and partly by how these 
factors are used. Diff erent sectors of the 
economy may achieve diff erent volumes 
of total output using similar quantities 
of factor inputs because of the variations 
in productivity. Th erefore productivity 
is a concept that relates output to a given 
input or inputs. In the UK, the Centre for 
the Measurement of Government Activity 
is tasked with measuring public service 
productivity. Essentially, this means 
measuring the eff ectiveness with which 
government produces and delivers services 
by measuring the relationship between 
outputs and the inputs (capital, labour, and 
intermediate inputs) used to produce them. 
In essence, this measures the productivity of 
government spending (a GDP expenditure 
approach) rather than government 
production (a GDP output approach).

Measures of both the output and inputs 
components of the productivity equation 
should ideally be adjusted for quality. In 
the case of output, this means an estimate 
of change in the quality of service. For 
inputs, this means measuring the changes 
or diff erences in the quality of the resources 
that are used in producing or delivering 
that service. Issues around how best to 
estimate the changes in the quality of 
outputs are not the focus of this paper1. 
Th is article addresses the inputs component 
of the productivity equation, specifi cally 
measurement of labour as a subcomponent 
of the overall inputs measure. It discusses 

how best to estimate the volume of diff erent 
types of labour (direct or indirect) and, in 
each case, how best to account for changes 
in the quality of labour.

Labour in productivity 
estimation
Productivity is oft en expressed in terms of 
labour (labour productivity), frequently 
defi ned as output per person employed. 
Th is defi nition does not take into account 
the contribution of other factors such as 
capital in the production of that output. 
An alternative measure of productivity 
that relates output to both labour and 
capital inputs is Total Factor Productivity 
(TFP), sometimes referred to as Multifactor 
Productivity (MFP). Labour and capital 
are the most common components of 
multifactor productivity analysis although 
some productivity studies (Diewert and 
Lawrence 1999) have included additional 
variables such as land and inventories. 
Others have included intermediate inputs 
as a third variable in MFP measurement 
(US National Academy of Sciences 1979, 
and Gallop 1979 and 1981). Th ey argued 
that the correct treatment of MFP variables 
depended on whether the task at hand was 
to measure MFP at a highly aggregate level 
or at the level of detailed industries.

At the highly aggregate level where interest 
is on fi nal product, Gallop (1979) suggests an 
MFP measure that only accounts for capital 
and labour as the key inputs2. Conversely, at 
detailed industry level, Gallop suggests that 
it would be a mistake to ignore intermediate 
inputs (that is, those purchased from other 
industries). At industry or sector level, the 
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key is to defi ne output to include products 
or services delivered to other sectors while 
defi ning inputs to include intermediates 
purchased from other sectors. At the 
same time, within the industry or sector, 
intermediate transactions occurring between 
establishments should be excluded from both 
outputs and inputs, in line with National 
Accounts. Th erefore gross output, defi ned as 
total services or products delivered adjusted 
for inventory change, should be compared to 
measures of capital, labour and intermediate 
inputs (Gallop 1981). 

Th e current UKCeMGA approach 
to MFP measurement follows the 
Gallop interpretation by accounting for 
capital, labour, and intermediate input 
components in the MFP measure, given 
that the productivity work is undertaken at 
functional level – that is, Health, Education, 
etc. Th is approach is similar to what is 
known as the KLEMS approach which 
classifi es inputs into capital (K), labour 
(L), energy (E), material inputs (M), and 
purchased services (S). Oft en the last three 
categories of inputs are aggregated to form 
a single ‘other input’ category commonly 
referred to as intermediate consumption. 
Th e advantage of using this type of MFP 
as a measure of productivity is that it 
incorporates the eff ects of changes in 
all three inputs, whether they are due to 
improved skills, more effi  cient capital usage, 
more effi  cient procurement or a change 
in the composition of labour, capital or 
intermediate inputs.

 
Labour input measures 
Th ere are two ways to measure labour 
inputs – direct and indirect. A direct 
measure involves counting the volume 
of inputs: the number of hours worked 
by diff erent employees within a sector, 
accounting for their diff erent skills. Th e 
indirect measure involves removing the 
eff ects of infl ation from the compensation 
of employees’ expenditure by dividing the 
expenditure by a pay cost index. Ideally, 
using either method should result in 
the same estimate of labour input but in 
practice this is not the case due to a number 
of reasons – for example data availability 
and accuracy. 

UKCeMGA’s experience in estimating 
public service productivity has shown 
that in many cases the variation in the 
results using either method is principally 
down to data availability, the quality of 
the data, and the degree of granularity 
of the data. In cases where both direct 
and indirect measures can be produced, 
a choice as to which measure is used in 
the fi nal productivity calculation is based 

on the quality and robustness of data. A 
review of labour input measures for public 
service areas in UK National Accounts and 
from UKCeMGA’s work on public sector 
productivity provides some examples of the 
problems faced with both methods and the 
need to improve these. 

Issues arising from public sector 
productivity analysis
Th e 2007 Education Productivity article 
presented both an indirect and direct 
measure (ONS 2007). Th e direct measure 
used teacher numbers (full-time equivalents 
(FTE)) but it was thought this might fail 
to capture changes over time in actual 
hours worked, knowing that there had 
been deliberate expansion in support staff  
numbers to relieve pressures on teachers. 
Consequently the indirect measure was 
used in the productivity calculation. 
Since then, new data from the Offi  ce of 
Manpower Economics (OME) on teacher 
working hours has made it possible to 
produce a more robust direct labour input 
series, presented later in this article.

Th e National Accounts direct volume 
measure for defence labour inputs uses 
FTE employees multiplied by an average 
wage across the entire military defence 
workforce in the year 2000 (ONS 2008a). 
Th e drawback here is that it doesn’t account 
for skill: all MOD employees are treated as 
having the same level of skill given that an 
average wage is used. Secondly, by using 
weights fi xed to the year 2000, this means 
that the estimates will not change to refl ect 
the spending patterns in the given year 
(ONS 2008a).

For police, the current National Accounts 
indirect measure uses a basic defl ator derived 
from police expenditure on labour, collected 
through the Subjective Analysis Returns 
(SAR), based on average pay increases with 
a base year at 2000 (ONS 2008b). Th is has 
a number of fl aws given that it includes 
both volume and price changes and doesn’t 
account for skill. Th erefore, it would be 
diffi  cult to ascertain whether the change in 
the defl ator is due to an increase in police 
numbers (volume change) or an increase in 
wages (price eff ects).

For social security administration (SSA), 
the 2006 productivity article highlighted 
the weaknesses of using a department 
specifi c pay defl ator to defl ate Department 
of Works and Pensions (DWP) component 
of labour expenditure and the Average 
Earnings Index (AEI) to defl ate non-DWP 
labour expenditure for SSA (ONS 2006). 
Neither defl ator accounts for changes in 
skill or experience of staff . Th e assumption 
in the DWP defl ator is that the year-on-

year changes are due to price changes and 
not changes in skills mix. Simply put, an 
increase in the quality of the labour force 
represents a bigger volume input than if 
labour quality is unchanged. 

Th e current health direct labour input 
measure splits employees into diff erent 
professions, that is consultants, nurses, 
ambulance staff , and support staff , with FTE 
numbers for each category for the period 
1995–2006 (ONS 2008d: 29). A Laspeyres 
index of the change in the volume of staff  
(by FTE) weighted by the average earnings 
of each category of staff  is then calculated, 
which goes some way towards accounting 
for quality as it takes into consideration 
diff erences between staff  categories/skills. 
Nevertheless, it may not fully account for 
changes in the quality of staff  within each 
category if more highly qualifi ed individuals 
are employed or current employees add 
to their skills set. Th ere may also be salary 
diff erences between those employed by the 
NHS and agency staff . Furthermore, by 
using average earnings as weights, rather 
than total labour costs, it fails to account 
for changes in the relative cost of diff erent 
staff  – that is, dissimilar national insurance/
pension contributions. Moreover, by using 
contracted hours and not actual hours 
worked, there is a possibility that hours 
actually worked by staff  such as doctors, 
have changed in a way not refl ected in 
formal contracted hours.

Th ere is also an indirect measure of labour 
for health which splits current price labour 
expenditure (England only) into several 
streams; Hospital and Community Health 
Services (HCHS), General and Personal 
Medical Services (GPMS), and Department 
of Health (DH) administration with specifi c 
defl ators to defl ate these streams3. Th is 
approach diff erentiates between diff erent 
types of labour input in hospitals, but 
does not take account of possible salary 
diff erences between those employed directly 
by NHS and agency staff . Similarly, the 
method is based on assumptions about the 
split between labour and non-labour costs 
in primary care; uses wages not total labour 
costs; and is based on England only data with 
proxies for the other countries. 

A direct labour input measure
Th ere are a number of options for 
calculating a direct labour input measure, 
each of which can be ranked along a 
continuum of conceptual correctness. Th e 
ranking, from lowest to highest is as follows.
 
■ Employment count: a straightforward 

measure of labour input and usually the 
easiest to obtain, but it does have some 
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drawbacks: all workers are given the 
same weight regardless of whether they 
work full- or part-time.

■ Full-time equivalents (FTEs): preferred 
to a straight count measure as it takes 
into account the mix of full-time and 
part-time employment. An assumption 
is made about the relative input of part-
time workers to full-time: commonly, 
that a part-time worker has a weight of 
one half that of a full-time worker.

■ Hours paid: improves on the FTE 
volume measure by not requiring an 
assumption about the relative input 
of part-time to full-time workers, but 
it does have some drawbacks: oft en 
workers are paid for a set number of 
hours, but it is common for workers to 
change the number of hours from week 
to week or work unpaid hours.

■ Actual hours worked: a more accurate 
measure of labour volume than hours 
paid. However, it treats hours worked 
by all individuals as equal, regardless of 
their ‘quality’. 

■ Quality-adjusted hours worked: the 
most accurate measure of labour 
volume is ‘quality-adjusted’ hours 
worked because diff erences among 
workers are explicitly recognised.

Constructing a direct labour input measure 
requires up-to-date data on the number of 
full-time equivalents or preferably actual 
hours worked, average earnings or specifi c 
information on compensation. A simple 
representation of a direct labour Laspeyres 
equation:
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Where
wi,t-1 is the share that each type of labour 
occupies in total labour compensation.
hi,t represents the amount of actual hours 
worked in category i for year t. 

From UKCeMGA’s perspective, the 
selection of the appropriate direct input 
measure is dependent on the availability, 
coverage, and quality of the data available. 
In addition, a suitable time series of the sum 
of hours worked or the quality-adjusted 
measure of the hours worked is required. 
In the UK, there are a number of varied 
sources (both from surveys and directly 
from government departments) of this data. 
ONS (2009a) provides a detailed summary 
of the various data sources both within the 
ONS and externally. Th e impact of these 
data sources on the attainment of quality-
adjusted direct labour inputs is addressed in 
the section on quality adjusting labour.

Indirect labour input measures
An indirect labour input measure is 
produced by defl ating expenditure on labour 
compensation using an appropriate wage 
index. Th is removes the eff ects of infl ation/
pay increases from expenditure and produces 
estimates of volume of labour inputs at 
constant prices, ideal for comparison of a 
direct volume of labour inputs over time. 
Th e simplest way of achieving this is to use 
a broad based defl ator; however, a more 
accurate method would be to make use of a 
suite of defl ators, specifi c to the components 
of labour expenditure – across sector, 
industry, job categories, etc. 

Accounting for skill is important even 
in an indirect measure; otherwise, during 
defl ation, it is automatically assumed that 
all year-on-year changes in price are due 
to infl ation only. One of the Atkinson 
Review (2005) recommendations was to 
have suffi  cient disaggregation between 
types of labour to allow for changes in the 
input mix. Th at is, a shift  towards more 
highly skilled workers at higher earnings, 
or the reverse. As a result, the quality of the 
indirect estimates of labour inputs depends 
on the level of data disaggregation of both 
the labour force and defl ators. Th is enables 
the development of high quality defl ators 
but this must be in conjunction with a high-
level expenditure breakdown on which the 
defl ators will be applied.

Constructing an indirect labour input 
measure requires expenditure on labour 
compensation by function (that is, 
Health) and a further breakdown by sub-
function (Hospital services and Public 
health services), share of expenditure on 
staff  categories by occupation in order 
to calculate the weights, and the average 
wage of each occupational category, in 
order to calculate defl ators specifi c to these 
categories. A simple representation of 
how the health indirect labour defl ator is 
calculated is given below:
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Where: 
exp – England expenditure on category i 
def – defl ator specifi c to category i 
t – time 
i – occupational (sub-function) category

For UKCeMGA’s purposes, a breakdown 
of public sector expenditure is available 
in the National Accounts or, where more 
disaggregated information is needed, 
departmental data is obtained (for example, 
teacher salary data from DCSF). Other 

sources of information on defl ators are: 
the Annual Survey of Hours and Earnings 
(ASHE), Monthly Wages and Salary Survey 
(MWSS), Labour Force Survey (LFS), and 
the Quarterly Public Sector Employees 
Survey (QPSES). 

Comparing the two measures
Th e selection of the appropriate labour input 
measure is dependent on the availability 
of the requisite data for each method. 
Productivity analysts prefer direct measures 
as wage indexes (indirect methods) are 
viewed as less reliable (OECD 2001). 
However, the direct method requires 
detailed information on staff  numbers, 
hours worked or hours paid, which may be 
diffi  cult to obtain. Th e indirect approach is 
easier to calculate since no additional data is 
required if appropriate defl ators are available. 
However, accurate defl ators also depend on 
the availability of disaggregated data. 

Whatever method is chosen, the key is 
to account for the heterogeneity of labour 
given that, over time, the composition of the 
labour force changes, which can be regarded 
as an increase or decrease in the average 
quality of labour input. For example, if 
a government department contracts out 
functions with relatively low labour cost 
such as security and cleaning staff , retaining 
highly skilled staff  such as accountants, 
the average quality of employed staff  has 
risen (with equivalent security services now 
forming part of intermediate consumption 
rather than labour). Either method should 
be sensitive to the possibility of such 
changes. Accounting for compositional 
changes of labour is important as it provides 
an accurate indication of the contribution 
of labour to production; and the 
comparison of the adjusted and unadjusted 
estimates of labour input illustrate how 
the compositional changes aff ect the 
productivity estimates. 

Quality of labour inputs
Th e importance of accounting for quality 
within labour inputs has been extensively 
debated in the literature. Denison (1967) 
augmented labour input to refl ect 
diff erences in the quality of labour by 
adjusting total employment for hours 
worked, age-sex composition, and level 
of education. Jorgenson and Griliches 
(1967) showed that a substantial fraction 
of the Solow residual could be explained 
by changes in the quality of labour 
inputs – growth accounting4. Th e US 
Bureau of Labour Statistics (1993) used a 
regression approach to identify the impact 
of particular sources of change on labour 
composition. 
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In recent times, the importance of 
labour quality has gained prominence 
given the widespread use of ICT 
capital and the increased investment in 
complimentary assets (including skills) 
to aid diff usion (O’Mahony et al 2005). 
O’Mahony and Vecchi (2005) argue that 
part of this complementary investment 
includes investment in labour force skills; 
therefore, an evaluation of labour quality 
is a prerequisite if we are to distinguish 
between returns to ICT capital and returns 
to labour input. Jorgenson et al (2005) 
further emphasise that investments in both 
ICT capital and education are key sources of 
growth at both economy and industry levels. 

In addition, Fosgerau et al (2002) cite 
the growth in educational attainment 
across the developed world as a key driver 
in understanding and accounting for 
the quality of labour inputs. Others have 
argued that for accurate cross-country 
productivity growth comparisons to be 
made, it is imperative that labour quality is 
incorporated into the growth accounting 
framework (Melka and Nayman 2006). 

Defi ning skills 
Th e European System of Accounts 
(1995:10.54) defi nes the quantity of 
employee labour as ‘an hour’s work for a 
given type and level of skill’. Th is defi nition, 
however, does not specify what types 
and levels have to be distinguished –  that 
is education level, type of job, level of 
compensation, grade, etc – each of which 
may produce a diff erent estimate of the 
labour input. Th e challenge therefore is how 
to defi ne skills and hence how they can be 
measured. Eurostat (2001) off ers a possible 
defi nition: 

‘Th e skill of a labour input refl ects 
the physical and mental ability that an 
employee brings to a particular job.’

Th ere are two points of note with 
reference to this defi nition: (i) the defi nition 
of skill is specifi cally related to the job 
undertaken and (ii) the level of skill does 
not measure how much eff ort has been 
expended by a particular employee. Given 
the diffi  culty in defi ning a true measure 
of skill, a solution involves a combination 
of measures that could best approximate 
the defi nition. Consequently, the task 
for productivity analysts is to gauge the 
contribution to changes in aggregate 
output brought about by changes in human 
capital or the quality of labour inputs. Th is 
means accounting for diff erences in the 
quality of hours worked by diff erent types 
of employees, and accounting for these 
separately when formulating productivity 
measures5. 

As such, labour compositional changes 
show the growth in labour input that is 
not attributable to the growth in hours 
worked; that is, the growth in labour input 
as a result of an increase in the education 
or experience of the workforce. Th erefore 
the growth in labour composition can be 
derived as the growth in labour input minus 
the growth in hours worked. Consequently, 
an increase in the quality of labour over 
time would mean that a quality-adjusted 
labour input would rise faster than an 
unadjusted measure of labour input.

Approaches to quality adjusting 
labour
From the literature there are diff erent 
approaches to quality adjusting labour. Th e 
diff erence in approach is closely related to 
how skills are measured. 

One option is to capture diff erence 
in labour input by looking at the 
diff erentiating characteristics of the labour 
force such as age, gender, class of worker, 
occupation or education and cross-classify 
labour input by industry – known as the 
Jorgenson approach. 

Th e other option is to limit the number 
of diff erentiating characteristics so as to 
reduce the number of interaction eff ects 
between them. Th is is the approach adopted 
by the US Bureau of Labour Statistics (BLS) 
in which labour input is cross-classifi ed by 
education and work experience. 

Alternatively, we could assume a direct 
relationship between skills and occupations, 
rank occupations by skills intensity and 
then derive diff erentiated measures of 
labour input. Th is is the approach taken 
by OECD (1998) and Lavoie and Roy 
(1998) and has been adopted as the current 
UKCeMGA approach. ONS (2009a) 
provides a review of the BLS and Jorgenson 
approaches and hence the next section deals 
with the UKCeMGA approach.

Th e approach taken assumes a direct 
relationship between skill and occupation, 
and ranks occupations by their skill 
intensity. Information on the occupational 
distribution of hours worked is then used 
to derive measures of labour input. Labour 
expenditure (compensation) is used to 
weight hours worked. Th e weighting 
goes some way towards accounting for 
‘quality’ in the labour inputs, based on the 
assumption that highly skilled workers will 
be paid more than unskilled workers. 

It is assumed that under competitive 
market conditions, wages will refl ect 
the marginal productivity of workers of 
diff erent types since they are free to move 
between jobs in search of wages that refl ect 
their productivity. However, many public 

service occupations do not operate in a fully 
competitive market since they are employed 
by monopsony employers such as NHS 
hospitals whose budgets are constrained 
by public spending decisions and specifi c 
salary scales set by public sector Pay Review 
Bodies (PRB). As such, it can be argued 
that market forces my not have a signifi cant 
infl uence of the salary scales adopted, 
although the PRB system does take some 
account of wider market factors. 

Th e debate over which factors are most 
signifi cant in determining wage rates is 
ongoing and is not the focus here. Th e 
next few sections focus on the importance 
of level of education and years of work 
experience as measures of the skills of a 
labour force. 

Education and experience as a 
determinant of wage rates (or skills)
Human Capital theory shows that there is 
a positive relationship between wage levels 
and years of work experience (Reilly et al 
2005). Th e age-earnings profi le is concave, 
refl ecting the concept of diminishing 
returns relative to work experience, and 
the profi le is determined by employees 
calculating the costs and benefi ts of further 
investment in human capital. Th erefore, 
an employee nearing retirement may opt 
to reduce their investments because the 
marginal benefi ts of further education are 
beginning to be outweighed by the marginal 
costs. To explain the relationship between 
wages and education attainment, Reilly et al 
(2005) off er the Screening Model (SM) and 
the Multi-period Implicit Contract Model 
(MICM) as alternatives to the Human 
Capital Model (HCM). 

In the SM, productivity is determined 
by innate ability (which is proxied by 
education). Th e assumption here is that 
employers do not have perfect information 
about potential employees’ abilities and thus 
use the level of education to screen the most 
able people into the various jobs and wage 
categories. Th is suggests that ability rather 
than education or training is the main 
determinant of the wage rate but, given 
that it is diffi  cult to price this innate ability, 
a person’s level of education off ers a close 
approximation of this ability (skill). 

In contrast, in the MICM it is assumed 
that the age-earnings profi le is not an 
accurate representation of the relationship 
between wages, productivity or skills. 
Rather it partly refl ects a deferred payment 
implicitly contained within the employment 
contract, whereby the employee agrees 
to take a wage lower than their value of 
marginal product early on in their career 
in order to receive a wage greater than the 



Office for National Statistics56

Labour inputs in public sector productivity: methods, issues and data Economic & Labour Market Review | Vol 3 | No 4 | April 2009

value of their marginal product later on 
in their career. For example Lazear (1979) 
argues that in order to reduce labour 
turnover, fi rms prefer to pay lower wages 
in the beginning and higher wages later in 
a job spell. In contrast, Frank (1984) argues 
that a young worker might wish to hedge 
their bets by accepting employment under 
a less favourable pay scheme than could be 
achieved with full awareness of their own 
productivity.

Despite the competing models (SM, 
MICM or HCM), the Human Capital Model 
has been widely adopted in estimating 
labour inputs by a wide range of statistical 
organisations (US Bureau of Labour 
Statistics, Australian Bureau of Statistics, 
and Statistics New Zealand) and has been 
supported by empirical evidence in the 
literature. Th e main critique of this approach 
would be: how closely do wages truly refl ect 
the quality of the labour input? Frank (1984) 
argues that wages depend on a number 
of characteristics: employee and fi rm 
characteristics, wage policies, and market in 
which the fi rm operates. Th erefore, assuming 
competitive market conditions6, wages 
would be a good proxy for quality of labour, 
however, this assumption does not hold true 
in the real world: 

■ as indicated earlier, fi rms may follow 
strict pay formulae based on education, 
experience and length of tenure, even 
when there are apparently very wide 
diff erences in productivity among 
individual workers who are alike with 
respect to the characteristics specifi ed 
in the pay formula 

■ in addition, it is costly for fi rms to 
measure individual productivity 
eff ectively enough for these diff erences 
to be refl ected in wages 

■ since employees are more risk averse 
than fi rms, they are less willing to move 
around diff erent employers in search 
of wages that refl ect their marginal 
productivity 

■ moreover, frictions within the labour 
market can also mean that wages 
are not an accurate refl ection of an 
employee’s productivity7 

Despite these shortcomings, level of 
education or qualifi cation attained and the 
numbers of years of work experience are 
still the best and most widely used measures 
to estimate the quality of labour inputs. 

Accounting for quality in a direct 
labour measure
Accounting for quality in direct labour 
methods involves a direct measurement of 

the quantity of labour using either actual 
hours worked, hours paid, or full-time 
equivalent number of employees broken 
down by type of employee. Th e next step 
is to fi nd a method that refl ects the skill 
levels of employees, so that the labour 
input data can be weighted appropriately 
and changes in the mix of skills over time 
are refl ected as a volume change. Eurostat 
(2001) recommends the Wage Rate (WR) 
method as a way of constructing a direct 
labour quality-adjusted index. Th e method 
defi nes the price/volume decomposition 
in such a way that if a price change is 
not specifi ed in the wage rate change for 
a certain category, it will end up in the 
volume component (Eurostat 2001). Th e 
method is ideally suited to industries or 
sectors of the economy where there are 
collective bargaining agreements that set 
common wage rates for large groups of 
employees. Th e method assumes that the 
collective wage increases give an indication 
of the actual changes in the price of labour, 
while all other wage increases are related to 
performance and hence are included in the 
volume component.

Accounting for quality in an indirect 
labour measure
For wage indices to off er some level of 
quality adjustment they would have to meet 
some criteria: they should be broken down 
in suffi  cient detail to provide a defl ator 
for groups of staff  of homogenous skill. 
Th is presents some diffi  culty, given the 
structure of the labour market. Eurostat 
(2001) recommends the Average Wage 
(AW) method as a way in which an 
indirect labour quality-adjusted index 
can be constructed. Th e starting point is 
an exhaustive set of data on numbers of 
employees and their salaries, in a detailed 
breakdown of grades and activities. Th e 
average wage increase per employee 
is determined for each of the detailed 
categories of employees, so that the wages 
of each category can be defl ated separately. 
Th e breakdown into price and volume 
is implicit in the classifi cation of grades, 
activities, etc, and the detail of those 
classifi cations. Shift s between the categories 
are refl ected in the volume component, 
while wage increases within categories are 
included in the price component (Eurostat 
2001). Consequently, the coverage of the 
volume component is increased when a 
more detailed stratifi cation is used. Th e 
method is much more data-intensive 
than the WR method, and is applicable 
to defl ating the wages and salaries of 
government employees (Eurostat 2001).

Th e next section outlines the new 

education direct labour input measure made 
possible by the acquisition of new data from 
the OME Teacher Workload Survey.

Measuring the quantity of 
labour inputs in Education 
Recent government policies and reforms 
have been aimed at reducing unpaid 
overtime worked by teachers by increasing 
support staff 8. Th e direct method was 
published in the Education Public Service 
Productivity article but not used given that it 
did not take account of actual hours worked 
since there was no reliable survey data (ONS 
2007). Th is was of particular concern due to 
rapid growth in the number of support staff  
from the late 1990s onwards, a change which 
was thought likely to have been at least partly 
off set by a reduction in teachers’ working 
hours as indicated in Figure 1 and Figure 2. 
Support staff  numbers are estimated to have 
risen by 229.4 per cent between 1996 and 
2007 while average teachers’ working hours 
increased from 51.5 hours to 52.9 hours 
during the period 1996 to 2000 then fell to 
50.4 hours in 2007, a fall of 2.1 per cent over 
the whole period. 

Revised direct labour measure for 
education inputs
Th e revised direct measure addresses the 
hours issue by adjusting teaching staff  
numbers by their actual working hours using 
data from the OME survey, and shows that 
an off setting eff ect did in fact occur: between 
1996 and 2007 support staff  numbers more 
than doubled while the average teacher 
worked around 2 per cent fewer hours per 
week. In chained volume terms, the revised 
direct measure of education labour input 
growth over this period falls from 24.1 per 
cent to 22.5 per cent once teachers’ working 
hours are taken into account. 

Th e revised measure also incorporates 
two further methodological improvements. 
Firstly, it uses regional full-time equivalent 
staff  data for teachers for England, Scotland, 
Wales and Northern Ireland and full-time 
equivalent support staff  data for England, 
Scotland and Wales, broken down by type 
of institution and teacher level where 
possible; the method previously presented 
covered England and Scotland only and 
aggregated by type of institution only. 
Secondly, it uses lower-level salary data to 
weight region-specifi c salary data which is 
then used to weight support staff , whereas 
the previous measure used UK fi gures. As 
indicated earlier, salary data is used in the 
weighting of staff  categories to account for 
skill level. ONS (2009a) provides a detailed 
outline of the various data sources used in 
the production of the new measure.



Economic & Labour Market Review | Vol 3 | No 4 | April 2009 Labour inputs in public sector productivity: methods, issues and data

57Office for National Statistics

Revised direct measure versus 
published indirect measure
Using the revised direct measure, it is 
estimated that volume of education labour 
input in the UK increased by 22.5 per cent 
over the period 1996 to 2007, an average 
of 1.9 per cent per year. Th is compares 
with the indirect measure of education 
labour which had growth of 26.2 per cent, 
an average of 2.1 per cent per year, for the 
same period – Figure 3.

Conceptually, an indirect and a direct 
measure should provide identical results if 
the same data sources are used. However:

■ the direct measure shows lower growth 
than the indirect measure as it uses 
actual teachers’ working hours for 
England and Wales, rather than paid 
hours worked. Actual working hours fell 
by 2.1 per cent between 1996 and 2007

■ the direct measure accounts for skill 
level by using a fi ner breakdown of 
teaching staff  salary data than the 
indirect measure, which uses average 
full-time equivalent staff  remuneration 
to defl ate expenditure on teachers

■ the indirect measure for support 
staff  does not take into account the 

diff erent categories of support staff  for 
each country as the composite ASHE 
defl ator is based on England support 
staff  categories only

Revised direct labour versus 
previously proposed direct measure
Th e direct labour measure, outlined in 
2007, used data spanning from 1996 to 
2006. Over this period, the volume of direct 
labour on the revised method increased by 
21.7 per cent for the period 1996 to 2006 

compared to growth of 24.0 per cent on 
the previous measure (Figure 4). Around 
half of the diff erence is attributable to the 
inclusion of teachers’ working hours, with 
the remainder resulting from the use of 
more detailed staff  number and salary data 
and their conversion from academic to 
calendar years where appropriate. 

In summary, the revised direct labour 
measure addresses the main concerns with 
the previous method, by taking account of 
actual teachers’ working hours, by using 
more detailed data on staff  numbers and 
salaries, and by broadening coverage to 
a UK-wide basis. However, a number of 
measurement issues remain unaddressed:

■ Th e OME survey only covers England 
and Wales with no equivalent survey 
conducted in Scotland or Northern 
Ireland; therefore the measures for 
these countries are based on full-time 
equivalent staff  numbers only

■ Using average salary to account for skill 
level may not truly refl ect the level of 
skill as the assumption made is that 
higher wages refl ect higher skills, which 
may not be completely accurate within 
the publicly funded education sector 

■ As there are no data for support staff  
numbers in Northern Ireland, Wales 
is used as a proxy. However, the two 
education systems are diff erent and 
there could be over- or underestimation 
for support staff  for Northern Ireland

■ For Scotland, a consistent time series 
showing the breakdown between 
support staff  categories was not 
available for full-time equivalent staff  
numbers 

Conclusion and Next Steps
UKCeMGA is taking forward other work 
to address some of the issues highlighted 
in this article. Th e Defence Scoping Paper 
outlines the proposed changes to improving 

Figure 1
Index of Teachers and support staff numbers1,2 in the UK

Index numbers (1996 = 100)
United Kingdom

Notes:
1 Academic year basis
2 Northern Ireland fi gures are estimated

Source: Department for Children Schools & 
Families, Scottish Government, Wales Assembly 
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the current direct and indirect labour input 
measures. Th e proposed direct measures 
will break down FTE staff  into ‘service and 
civilian personnel by rank/grade, weighted 
by wage; or service personnel by trade, 
weighted by Job Evaluation Scores, and 
civilian personnel weighted by wage’ (ONS 
2008a). Th e proposed indirect measure 
will split defence labour expenditure into 
service and civilian personnel, and these 
will be further broken down by rank or 
grade respectively for the service or civilian 
personnel then defl ated using rank- or 
grade-specifi c pay indices (ONS 2008a). In 
both cases, the proposed changes off er a 
signifi cant improvement from the National 
Accounts measure outlined in the preceding 
sections of this article. 

Th e proposed improvements to the police 
labour input measure are mainly focused 
on the improvement to the method of 
defl ation. Th e ONS (2009b) publication on 
police inputs outlines the changes proposed. 
Th ere are two possible defl ators: one based 
on OME average pay data, and the other 
based on average earnings from the ASHE. 
A direct measure is also presented, using 
data on police service strengths FTEs from 
the Home Offi  ce (HO) together with the 
new data from the OME on the average 
pay of police forces in England and Wales. 
Th erefore, it is now possible to estimate a 
new direct labour inputs measure. 

Development work on healthcare labour 
inputs in the future will include work 
on increasing the number of categories 
of labour, quality adjusting categories 
of labour and increasing coverage by 
obtaining data from Scotland and Northern 
Ireland. Quality adjusting labour categories 
would necessitate not only having data 
on variables such as experience but also 

estimating the marginal impact of these 
variables on labour quality. 

Th is article has outlined how labour 
inputs in productivity analysis can be 
measured, the various data sources for 
each method and a way in which measures 
of labour quality can be incorporated. 
Th e choice between the direct or indirect 
measures of labour and the quality of 
labour input is dictated by the availability 
of data to support either measure. Th e ideal 
requires data on total number of hours, 
disaggregated by the skill level composition 
of labour. Labour force categories should 
be distinguished when making appropriate 
adjustments for quality diff erences in 
the labour input. Alternatively, where a 
direct measure is not available, a detailed 
breakdown of labour compensation 
expenditure by category and the use of 
relevant defl ators to adjust the expenditure 
in the specifi ed categories thus providing 
a quality-adjusted indirect labour input 
measure.

Notes
1 Th is is not to say that the issues and 

challenges in measuring outputs are 
not important. Th ese are dealt with by 
various UKCeMGA publications which 
can be found on our website. 

2 At a highly aggregate level with a focus 
on fi nal output; GDP estimation would 
exclude intermediate inputs in order to 
avoid double counting.

3 Overall DH Pay Cost Index to defl ate 
expenditure on HCHS pay; NHS 
administration component of DH 
Pay Cost Index to defl ate expenditure 
on DH administration pay; and a 
General & Personal Medical Services 
(GPMS) index constructed from the GP 

Earnings and Expense Enquiry survey 
to defl ate GPMS.

4 Th e Solow residual is a number 
describing empirical productivity 
growth in an economy from year to 
year and decade to decade.

5 For example, one hour worked by a 
new employee is not going to be of the 
same quality as one hour worked by 
someone with years of experience in the 
job (unless perhaps the new employee 
has signifi cantly higher relevant 
qualifi cations). Th ere might also be 
a change in the composition of the 
labour force over time - more qualifi ed 
workers might be employed or existing 
workers might increase their skill by 
gaining more qualifi cations. If higher 
skilled employees are employed, then 
total number of FTE workers or hours 
worked would not increase, but in 
volume terms the actual labour inputs 
have increased.

6 Which assumes that: (i) workers are 
homogeneous, (ii) fi rms have no buying 
power, (iii) there are no trade unions, 
(iv) the productivity of each worker can 
be clearly measured, (v) the supply of 
labour is perfectly elastic, etc. 

7 Other factors in play include: 

■ Geography - limits employees’ 
willingness to travel in search 
of a wage that refl ects a person’s 
productivity

■ Effi  ciency wages - an employer 
might pay an employee a wage 
above their equilibrium level as an 
extra incentive to work hard. Th e 
worker that is paid in excess may 
not be diff erent to any other worker 
with the same ability and human 

Figure 4
Comparison of revised and previous direct labour measures for Education 
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capital investment who earns an 
equilibrium wage. Th e payment 
is an inducement to work more 
effi  ciently

■ Th e pervasiveness of unions 
aff ects wages. Union workers earn 
approximately 20 per cent higher 
wages than comparable non-union 
workers, according to studies by 
Hirsch and Macpherson (2002), and 
Pierce (1999).

8 For example, ‘Raising Standards 
and Tackling Workload: a National 
Agreement’, introduced by DfES in 
2003.
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Services producer 
price index 
(experimental) – 
fourth quarter 
2008

The experimental Services Producer Price 
Index (SPPI) measures movements in 
prices charged for services supplied by 
businesses to other businesses, local and 
national government. This article shows 
the effects some industries are having on 
the top-level SPPI. The data produced are 
used internally by the Offi ce for National 
Statistics as a defl ator for the Index of 
Services and the quarterly measurement 
of gross domestic product. The index is 
also used by HM Treasury and the Bank of 
England to help monitor infl ation in the 
economy.

SUMMARY

FEATURE

Ian Richardson
Offi ce for National Statistics

Prices of business-to-business services 
rose by 2.9 per cent in the year to the 
fourth quarter of 2008. Th is is based 

on a comparison of the change in the top-
level Services Producer Price Index (SPPI) 
on the net sector basis. 

Figure 1 shows how the percentage 
change for the top-level SPPI (net sector) 
compares with the Retail Prices Index (RPI) 
all services sector, and the Producer Price 
Index (PPI) for all manufactured goods (net 
sector). 

Th e top-level results, on both gross and 
net sector bases, are shown in Table 1. In 
2008 Q4, the top-level SPPI (net sector) was 
unchanged compared with the previous 
quarter. 

Figure 2 depicts the SPPI annual growths 
for both the net and gross sector time series. 
Th e annual growth for the SPPI net sector 
fell to 2.9 per cent in 2008 Q4, down from 
3.4 per cent in 2008 Q3. Th e gross SPPI 

annual growth at 2.6 per cent in 2008 Q4 
was down from 2.9 per cent in the previous 
quarter. 

Industry-specifi c indices
Tables available on the ONS website contain 
the data for the 31 industries for which 
indices of services producer prices are 
currently available. Th e weights for each 
industry index are shown at both gross and 
net sector levels. Comparing Q4 2008 with 
Q4 2007, some key points to note are:

■ freight forwarding rose by 11.8 per 
cent, largely due to fl uctuations in the 
exchange rate 

■ freight transport by road rose 6.1 per 
cent, largely due to the rising cost of 
fuel earlier in 2008 and fl uctuations in 
the exchange rate, and

■ property rentals rose by 2.1 per cent, 
due to sustained growth within the 

Figure 1
Experimental top-level SPPI compared with the RPI and PPI

Percentage change, quarter on same quarter a year earlier

 Source: Offi ce for National Statistics
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sector as reported by the Investment 
Property Databank

Next results
Th e next set of SPPI results will be 
published on 27 May 2009 on the Offi  ce for 
National Statistics website at: 
www.statistics.gov.uk/sppi 

Further information
All SPPI tables and articles on the 
methodology and impact of rebasing the 
SPPI and the re-development of an index 
for business telecommunications (together 
with more general information on the SPPI) 
are available at: 
www.statistics.gov.uk/sppi 

A Summary Quality Report for the SPPI 
can be found at:
www.statistics.gov.uk/about/data/
methodology/quality/information_
business_statistics.asp

CONTACT

 elmr@ons.gsi.gov.uk

Table 1
SPPI results

 Source: Offi ce for National Statistics

SPPI quarterly index values, 2005=100
Percentage change, quarter on same quarter a 

year earlier

Gross sector Net sector Gross sector Net sector

2000 Q2 91.4 89.4 -0.1 1.4
2000 Q3 91.5 89.7 0.4 1.8
2000 Q4 91.6 90.0 0.4 1.6
2001 Q1 92.1 90.8 0.5 1.7
2001 Q2 93.6 92.2 2.4 3.1
2001 Q3 94.0 92.3 2.7 2.9
2001 Q4 94.2 92.5 2.8 2.8
2002 Q1 94.3 92.5 2.4 1.9
2002 Q2 95.2 93.3 1.7 1.2
2002 Q3 95.9 93.9 2.0 1.7
2002 Q4 96.1 94.4 2.0 2.1
2003 Q1 96.4 95.0 2.2 2.7
2003 Q2 97.1 95.8 2.0 2.7
2003 Q3 97.4 96.1 1.6 2.3
2003 Q4 97.9 96.6 1.9 2.3
2004 Q1 97.2 96.2 0.8 1.3
2004 Q2 98.6 97.7 1.5 2.0
2004 Q3 98.5 97.8 1.1 1.8
2004 Q4 98.8 98.3 0.9 1.8
2005 Q1 98.9 98.7 1.7 2.6
2005 Q2 99.8 99.8 1.2 2.1
2005 Q3 100.4 100.5 1.9 2.8
2005 Q4 100.9 101.0 2.1 2.7
2006 Q1 101.4 101.3 2.5 2.6
2006 Q2 102.7 103.0 2.9 3.2
2006 Q3 102.7 103.0 2.3 2.5
2006 Q4 103.1 103.8 2.2 2.8
2007 Q1 103.9 104.4 2.5 3.1
2007 Q2 105.3 105.8 2.5 2.7
2007 Q3 105.6 106.3 2.8 3.2
2007 Q4 106.0 106.8 2.8 2.9
2008 Q1 107.3 107.9 3.3 3.4
2008 Q2 108.3 109.3 2.8 3.3
2008 Q3 108.7 109.9 2.9 3.4
2008 Q4 108.8 109.9 2.6 2.9

Figure 2
Experimental top-level SPPI

Percentage change, quarter on same quarter a year earlier

 Source: Offi ce for National Statistics
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TECHNICAL NOTE

1 The experimental Services Producer Price Index (SPPI) replaced the former Corporate 

Services Price Index (CSPI). It measures movements in prices charged for services supplied by 

businesses to other businesses, local and national government. It is not classifi ed as a National 

Statistic.

2 Unless otherwise stated, index numbers shown in the main text are on a net sector basis. 

These relate only to transactions between the corporate services sector and other sectors. 

Detailed tables available on the ONS website also contain gross sector indices which include 

transactions within the corporate services sector.

3 Indices relate to average prices per quarter. The full effect of a price change occurring within a 

quarter will only be refl ected in the index for the following quarter. All index numbers exclude 

VAT and are not seasonally adjusted.

4 SPPI infl ation is the percentage change in the net sector index for the latest quarter compared 

with the corresponding quarter in the previous year.

5 Grants from the European Commission helped ONS to begin developing the SPPI. Funding of 

approximately 600,000 euros was awarded between 2002 and 2005. This has now ceased.

6 A number of external data sources are currently used in the compilation of the SPPI, as 

follows:

 Investment Property Database (IPD) – property rental payments

 Offi ce of Communications (Ofcom) – business telecommunications

 Offi ce of Water Services (OFWAT) – sewerage services

 Parcelforce – national post parcels

 Offi ce of Rail Regulation (ORR) – business rail fares.

  Bank of England (BOE) – fi nancial intermediation (Banks)

7 Following a quality review by ONS in January 2007 a decision was made to withdraw 

the Banking SPPI from publication. As a result the index has been re-developed and was 

re-introduced in Q3 2008. Under the re-development, the quality of the data collection 

and processing has been improved and the number of products included in the index has 

increased. However, the new index is not regarded as proxy for all Financial Intermediation 

services within the Standard Industrial Classifi cation (SIC) 65. It has not therefore been 

included in the top level SPPI. The services measured are classifi ed to SIC 65.12/1, and are 

published as a separate index known as the ‘SPPI for Financial Intermediation (Banks)’.
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1 National accounts aggregates 
 Seasonally adjusted

 £ million Indices (2003 = 100)  

 At current prices Value indices at current prices  Chained volume indices Implied defl ators3

  Gross  Gross
 domestic product value added      Gross national         
  (GDP)  (GVA)  GDP  GVA  disposable income  GDP  GVA  GDP  GVA  
 at market prices  at basic prices  at market prices1 at basic prices at market prices2 at market prices at basic prices  at market prices at basic prices  

Last updated: 27/03/09

Notes: Source: Offi ce for National Statistics

1 “Money GDP”.
2 This series is only updated once a quarter, in line with the full quarterly national accounts data set.
3 Based on chained volume measures and current price estimates of expenditure components of GDP.
4 Derived from these identifi cation (CDID) codes.

Key t ime ser ies

YBHA ABML YBEU YBEX YBFP YBEZ CGCE YBGB CGBV

2003 1,139,746 1,015,008 100.0 100.0 100.0 100.0 100.0 100.0 100.0
2004 1,200,595 1,068,574 105.3 105.3 102.8 102.8 102.7 102.5 102.5
2005 1,252,505 1,115,121 109.9 109.9 104.2 104.9 104.9 104.8 104.7
2006 1,321,860 1,177,232 116.0 116.0 106.1 107.8 107.9 107.5 107.5
2007 1,400,526 1,247,379 122.9 122.9 110.6 111.1 111.1 110.6 110.6
2008 1,442,921 1,294,279 126.6 127.5 112.7 111.9 111.9 113.1 113.9

2003 Q1 278,207 247,866 97.6 97.7 99.4 98.7 98.7 98.9 98.9
2003 Q2 283,305 252,613 99.4 99.6 99.2 99.6 99.6 99.8 99.9
2003 Q3 287,130 255,626 100.8 100.7 99.8 100.4 100.3 100.4 100.4
2003 Q4 291,104 258,903 102.2 102.0 101.6 101.3 101.3 100.8 100.7

2004 Q1 293,234 260,813 102.9 102.8 101.8 101.8 101.7 101.1 101.1
2004 Q2 299,120 266,134 105.0 104.9 102.5 102.7 102.7 102.2 102.1
2004 Q3 301,608 268,390 105.9 105.8 102.2 102.9 102.9 102.8 102.8
2004 Q4 306,633 273,237 107.6 107.7 104.5 103.6 103.6 103.9 103.9

2005 Q1 308,895 274,979 108.4 108.4 104.2 104.0 104.0 104.2 104.2
2005 Q2 313,126 278,928 109.9 109.9 105.6 104.7 104.7 105.0 104.9
2005 Q3 313,026 278,181 109.9 109.6 103.3 105.1 105.1 104.5 104.3
2005 Q4 317,458 283,033 111.4 111.5 103.9 105.6 105.7 105.5 105.5

2006 Q1 324,523 289,466 113.9 114.1 105.2 106.8 106.9 106.6 106.7
2006 Q2 326,609 290,681 114.6 114.6 106.1 107.6 107.7 106.6 106.4
2006 Q3 332,954 296,264 116.9 116.8 106.4 108.0 108.1 108.2 108.0
2006 Q4 337,774 300,821 118.5 118.5 106.9 109.0 109.0 108.8 108.7

2007 Q1 343,008 304,938 120.4 120.2 108.6 109.9 109.9 109.6 109.3
2007 Q2 347,805 309,636 122.1 122.0 109.7 110.7 110.7 110.2 110.3
2007 Q3 352,134 313,617 123.6 123.6 110.4 111.4 111.4 110.9 110.9
2007 Q4 357,579 319,188 125.5 125.8 113.6 112.4 112.4 111.6 112.0

2008 Q1 361,000 322,289 126.7 127.0 114.6 112.8 112.8 112.4 112.6
2008 Q2 363,122 323,830 127.4 127.6 114.0 112.7 112.8 113.1 113.2
2008 Q3 361,247 324,742 126.8 128.0 112.4 111.9 112.0 113.3 114.3
2008 Q4 357,552 323,418 125.5 127.5 109.9 110.2 110.2 113.9 115.7

Percentage change, quarter on corresponding quarter of previous year

IHYO ABML4 IHYO ABML4 YBGO4 IHYR ABMM4 IHYU ABML/ABMM4

2003 Q1 5.4 5.6 5.4 5.6 3.5 2.3 2.3 3.0 3.3
2003 Q2 5.9 6.1 5.9 6.1 3.1 2.8 2.9 3.0 3.1
2003 Q3 6.1 6.1 6.1 6.1 1.7 2.9 2.9 3.1 3.1
2003 Q4 6.4 6.3 6.4 6.3 3.6 3.2 3.3 3.1 3.0

2004 Q1 5.4 5.2 5.4 5.2 2.5 3.1 3.0 2.2 2.2
2004 Q2 5.6 5.4 5.6 5.4 3.4 3.1 3.1 2.4 2.2
2004 Q3 5.0 5.0 5.0 5.0 2.4 2.5 2.6 2.4 2.4
2004 Q4 5.3 5.5 5.3 5.5 2.9 2.3 2.3 3.0 3.2

2005 Q1 5.3 5.4 5.3 5.4 2.3 2.2 2.3 3.0 3.1
2005 Q2 4.7 4.8 4.7 4.8 3.0 1.9 2.0 2.7 2.7
2005 Q3 3.8 3.6 3.8 3.6 1.1 2.1 2.2 1.6 1.4
2005 Q4 3.5 3.6 3.5 3.6 –0.6 2.0 2.0 1.5 1.5

2006 Q1 5.1 5.3 5.1 5.3 1.0 2.7 2.8 2.3 2.4
2006 Q2 4.3 4.2 4.3 4.2 0.5 2.7 2.8 1.5 1.4
2006 Q3 6.4 6.5 6.4 6.5 3.0 2.8 2.8 3.5 3.6
2006 Q4 6.4 6.3 6.4 6.3 2.9 3.2 3.1 3.1 3.0

2007 Q1 5.7 5.3 5.7 5.3 3.2 2.9 2.8 2.8 2.5
2007 Q2 6.5 6.5 6.5 6.5 3.4 3.0 2.8 3.4 3.6
2007 Q3 5.8 5.9 5.8 5.9 3.7 3.1 3.1 2.6 2.7
2007 Q4 5.9 6.1 5.8 6.1 6.3 3.1 3.0 2.6 3.0

2008 Q1 5.2 5.7 5.2 5.7 5.5 2.6 2.6 2.6 3.0
2008 Q2 4.4 4.6 4.4 4.6 3.9 1.8 1.9 2.6 2.6
2008 Q3 2.6 3.5 2.6 3.5 1.8 0.4 0.5 2.1 3.1
2008 Q4 0.0 1.3 0.0 1.3 –3.3 –2.0 –1.9 2.0 3.3



Key time series Economic & Labour Market Review | Vol 3 | No 4 | April 2009

Office for National Statistics64

Notes: Source: Offi ce for National Statistics

1 Non-profi t institutions serving households (NPISH).
2 This series includes a quarterly alignment adjustment.

2 Gross domestic product: by category of expenditure
 £ million, chained volume measures, reference year 2003, seasonally adjusted

 Domestic expenditure on goods and services at market prices 

 Final consumption expenditure  Gross capital formation

            Gross  
    Gross  Acquisitions    less   domestic  
     fi xed   less  Exports of   imports of  Statistical  at product  
  Non-profi t  General   capital  Changes in  disposals   goods and  Gross fi nal  goods and  discrepancy  market 
 Households  institutions1 government  formation  inventories2  of valuables  Total  services  expenditure  services  (expenditure)  prices  

Last updated: 27/03/09

ABJR HAYO NMRY NPQT CAFU NPJR YBIM IKBK ABMG IKBL GIXS ABMI

2003 714,608 27,668 232,819 186,700 3,983 –37 1,165,741 290,677 1,456,418 316,672 0 1,139,746
2004 736,857 27,198 240,672 195,782 4,371 –42 1,204,838 304,699 1,509,537 338,359 0 1,171,178
2005 751,288 27,212 244,850 200,187 4,814 –354 1,227,997 329,491 1,557,487 362,211 0 1,195,276
2006 766,378 28,289 248,776 212,146 4,575 290 1,260,454 365,818 1,626,272 397,076 0 1,229,196
2007 789,682 29,485 252,514 226,469 6,561 535 1,305,134 350,660 1,655,794 391,090 1,643 1,266,347
2008 800,541 29,802 261,206 219,524 1,812 1,231 1,313,298 350,937 1,664,235 388,933 –3 1,275,299

2003 Q1 176,080 6,949 57,130 46,805 –647 –8 286,469 73,942 360,416 79,207 0 281,208
2003 Q2 178,451 6,889 57,711 46,131 190 94 289,609 71,934 361,538 77,711 0 283,851
2003 Q3 179,545 6,913 58,472 45,964 2,065 –68 292,894 71,671 364,561 78,577 0 285,990
2003 Q4 180,532 6,917 59,506 47,800 2,375 –55 296,769 73,130 369,903 81,177 0 288,697

2004 Q1 182,394 6,950 60,023 48,869 –684 112 297,664 74,062 371,726 81,742 0 289,984
2004 Q2 184,099 6,823 59,806 49,385 603 –90 300,625 75,645 376,270 83,564 0 292,706
2004 Q3 184,893 6,760 60,210 49,061 936 –96 301,763 76,739 378,502 85,230 0 293,272
2004 Q4 185,471 6,665 60,633 48,467 3,516 32 304,786 78,253 383,039 87,823 0 295,216

2005 Q1 186,342 6,867 60,787 48,845 3,151 –158 305,833 77,173 383,006 86,553 0 296,453
2005 Q2 187,191 6,806 61,208 49,264 1,895 86 306,448 80,809 387,257 88,955 0 298,302
2005 Q3 188,172 6,784 61,370 51,286 187 –201 307,597 84,033 391,629 92,100 0 299,529
2005 Q4 189,583 6,755 61,485 50,792 –419 –81 308,119 87,476 395,595 94,603 0 300,992

2006 Q1 189,581 6,945 61,989 50,715 1,593 101 310,924 96,005 406,929 102,518 0 304,412
2006 Q2 192,015 7,037 61,854 52,139 –153 229 313,121 98,339 411,460 105,003 0 306,456
2006 Q3 191,988 7,120 62,329 53,681 1,844 –28 316,934 85,722 402,656 94,804 0 307,853
2006 Q4 192,794 7,187 62,604 55,611 1,291 –12 319,475 85,752 405,227 94,751 0 310,475

2007 Q1 194,438 7,291 62,674 56,220 1,595 73 322,382 86,402 408,784 96,087 382 313,079
2007 Q2 196,524 7,324 62,910 56,000 655 329 323,503 86,804 410,308 95,238 435 315,505
2007 Q3 198,871 7,388 63,388 56,170 2,086 44 328,082 88,663 416,745 99,717 438 317,466
2007 Q4 199,849 7,482 63,542 58,079 2,225 89 331,167 88,791 419,957 100,048 388 320,297

2008 Q1 201,435 7,400 64,324 56,104 1,136 202 331,466 89,559 421,025 99,831 90 321,284
2008 Q2 200,690 7,413 65,034 55,772 1,835 415 331,392 88,174 419,566 98,390 12 321,188
2008 Q3 200,252 7,455 65,490 54,200 1,440 348 328,825 88,343 417,167 98,240 –40 318,888
2008 Q4 198,164 7,534 66,358 53,448 –2,599 266 321,615 84,861 406,477 92,472 –65 313,939

Percentage change, quarter on corresponding quarter of previous year

IHYR

2003 Q1 2.6 1.1 2.4 5.0 2.2 4.6 2.7 4.2 2.3
2003 Q2 3.3 0.3 2.5 1.1 2.7 –1.1 1.9 –1.2 2.8
2003 Q3 3.3 0.1 3.6 –1.0 3.1 –0.8 2.3 0.3 2.9
2003 Q4 3.2 –0.2 5.5 –0.6 3.5 4.8 3.7 5.5 3.2

2004 Q1 3.6 0.0 5.1 4.4 3.9 0.2 3.1 3.2 3.1
2004 Q2 3.2 –1.0 3.6 7.1 3.8 5.2 4.1 7.5 3.1
2004 Q3 3.0 –2.2 3.0 6.7 3.0 7.1 3.8 8.5 2.5
2004 Q4 2.7 –3.6 1.9 1.4 2.7 7.0 3.6 8.2 2.3

2005 Q1 2.2 –1.2 1.3 0.0 2.7 4.2 3.0 5.9 2.2
2005 Q2 1.7 –0.2 2.3 –0.2 1.9 6.8 2.9 6.5 1.9
2005 Q3 1.8 0.4 1.9 4.5 1.9 9.5 3.5 8.1 2.1
2005 Q4 2.2 1.4 1.4 4.8 1.1 11.8 3.3 7.7 2.0

2006 Q1 1.7 1.1 2.0 3.8 1.7 24.4 6.2 18.4 2.7
2006 Q2 2.6 3.4 1.1 5.8 2.2 21.7 6.2 18.0 2.7
2006 Q3 2.0 5.0 1.6 4.7 3.0 2.0 2.8 2.9 2.8
2006 Q4 1.7 6.4 1.8 9.5 3.7 –2.0 2.4 0.2 3.2

2007 Q1 2.6 5.0 1.1 10.9 3.7 –10 0.5 –6.3 2.8
2007 Q2 2.3 4.1 1.7 7.4 3.3 –11.7 –0.3 –9.3 3.0
2007 Q3 3.6 3.8 1.7 4.6 3.5 3.4 3.5 5.2 3.1
2007 Q4 3.7 4.1 1.5 4.4 3.7 3.5 3.6 5.6 3.2

2008 Q1 3.6 1.5 2.6 –0.2 2.8 3.7 3.0 3.9 2.6
2008 Q2 2.1 1.2 3.4 –0.4 2.4 1.6 2.3 3.3 1.8
2008 Q3 0.7 0.9 3.3 –3.5 0.2 –0.4 0.1 –1.5 0.4
2008 Q4 –0.8 0.7 4.4 –8.0                 –2.9 –4.4 –3.2 –7.6 –2.0
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Last updated: 18/03/09

3 Labour market summary

United Kingdom (thousands), seasonally adjusted

All aged 16 and over

All

Total 
economically 

active 
Total in 

employment Unemployed
Economically 

inactive

Economic 
activity 

rate (%)
Employment 

rate (%)
Unemployment 

rate (%)

Economic 
inactivity 
rate (%)

1 2 3 4 5 6 7 8 9
All persons MGSL MGSF MGRZ MGSC MGSI MGWG MGSR MGSX YBTC
Nov–Jan 2007 48,452 30,783 29,087 1,696 17,669 63.5 60.0 5.5 36.5
Nov–Jan 2008 48,846 31,061 29,454 1,608 17,785 63.6 60.3 5.2 36.4
Feb–Apr 2008 48,943 31,162 29,506 1,656 17,781 63.7 60.3 5.3 36.3
May–Jul 2008 49,039 31,219 29,491 1,727 17,820 63.7 60.1 5.5 36.3
Aug–Oct 2008 49,141 31,241 29,377 1,864 17,900 63.6 59.8 6.0 36.4
Nov–Jan 2009 49,244 31,408 29,379 2,029 17,836 63.8 59.7 6.5 36.2

Male MGSM MGSG MGSA MGSD MGSJ MGWH MGSS MGSY YBTD
Nov–Jan 2007 23,544 16,701 15,732 969 6,843 70.9 66.8 5.8 29.1
Nov–Jan 2008 23,770 16,845 15,917 928 6,925 70.9 67.0 5.5 29.1
Feb–Apr 2008 23,825 16,909 15,959 949 6,917 71.0 67.0 5.6 29.0
May–Jul 2008 23,881 16,940 15,920 1,019 6,941 70.9 66.7 6.0 29.1
Aug–Oct 2008 23,938 16,932 15,828 1,104 7,006 70.7 66.1 6.5 29.3
Nov–Jan 2009 23,995 17,034 15,816 1,218 6,961 71.0 65.9 7.1 29.0

Female MGSN MGSH MGSB MGSE MGSK MGWI MGST MGSZ YBTE
Nov–Jan 2007 24,908 14,082 13,355 727 10,826 56.5 53.6 5.2 43.5
Nov–Jan 2008 25,076 14,217 13,537 680 10,860 56.7 54.0 4.8 43.3
Feb–Apr 2008 25,117 14,253 13,547 706 10,864 56.7 53.9 5.0 43.3
May–Jul 2008 25,158 14,279 13,571 708 10,879 56.8 53.9 5.0 43.2
Aug–Oct 2008 25,203 14,309 13,549 760 10,895 56.8 53.8 5.3 43.2
Nov–Jan 2009 25,249 14,374 13,563 811 10,875 56.9 53.7 5.6 43.1

All aged 16 to 59/64

All

Total 
economically 

active 
Total in 

employment Unemployed
Economically 

inactive

Economic 
activity 

rate (%)
Employment 

rate (%)
Unemployment 

rate (%)

Economic 
inactivity 
rate (%)

10 11 12 13 14 15 16 17 18
All persons YBTF YBSK YBSE YBSH YBSN MGSO MGSU YBTI YBTL
Nov–Jan 2007 37,463 29,560 27,887 1,673 7,904 78.9 74.4 5.7 21.1
Nov–Jan 2008 37,645 29,770 28,180 1,590 7,875 79.1 74.9 5.3 20.9
Feb–Apr 2008 37,688 29,831 28,199 1,632 7,857 79.2 74.8 5.5 20.8
May–Jul 2008 37,731 29,870 28,165 1,705 7,860 79.2 74.6 5.7 20.8
Aug–Oct 2008 37,782 29,883 28,047 1,836 7,899 79.1 74.2 6.1 20.9
Nov–Jan 2009 37,833 30,036 28,039 1,997 7,797 79.4 74.1 6.6 20.6

Male YBTG YBSL YBSF YBSI YBSO MGSP MGSV YBTJ YBTM
Nov–Jan 2007 19,460 16,294 15,334 961 3,166 83.7 78.8 5.9 16.3
Nov–Jan 2008 19,615 16,411 15,491 920 3,204 83.7 79.0 5.6 16.3
Feb–Apr 2008 19,649 16,454 15,515 938 3,196 83.7 79.0 5.7 16.3
May–Jul 2008 19,684 16,486 15,476 1,010 3,198 83.8 78.6 6.1 16.2
Aug–Oct 2008 19,716 16,478 15,389 1,090 3,238 83.6 78.1 6.6 16.4
Nov–Jan 2009 19,748 16,575 15,368 1,206 3,173 83.9 77.8 7.3 16.1

Female YBTH YBSM YBSG YBSJ YBSP MGSQ MGSW YBTK YBTN
Nov–Jan 2007 18,003 13,265 12,553 712 4,738 73.7 69.7 5.4 26.3
Nov–Jan 2008 18,030 13,359 12,689 670 4,671 74.1 70.4 5.0 25.9
Feb–Apr 2008 18,039 13,377 12,684 693 4,661 74.2 70.3 5.2 25.8
May–Jul 2008 18,047 13,384 12,689 696 4,663 74.2 70.3 5.2 25.8
Aug–Oct 2008 18,066 13,404 12,658 746 4,661 74.2 70.1 5.6 25.8
Nov–Jan 2009 18,085 13,461 12,671 790 4,624 74.4 70.1 5.9 25.6

Notes: Source: Labour Force Survey, Offi ce for National Statistics
Relationship between columns: 1 = 2 + 5; 2 = 3 + 4; 6 = 2/1; 7 = 3/1; 8 = 4/2;  Labour Market Statistics Helpline: 01633 456901
9 = 5/1; 10 = 11 + 14; 11 = 12 + 13; 15 = 11/10; 16 = 12/10; 17 = 13/11; 18 = 14/10
The Labour Force Survey is a survey of the population of private households, 
student halls of residence and NHS accommodation. 
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4 Prices

   Not seasonally adjusted

                            Consumer prices                                           Producer prices

 Consumer prices index (CPI) Retail prices index (RPI) Output prices Input prices

       All items
       excluding
       mortgage
      All items interest
   CPI CPI at  excluding payments  Excluding food, Materials Excluding food,
  excluding constant  mortgage and  beverages, and fuels beverages, 
  indirect tax  interest indirect All tobacco and purchased by tobacco and 
  taxes rates All payments taxes manufactured petroleum manufacturing petroleum 
 All items (CPIY)1 (CPI-CT) items (RPIX) (RPIY)2 products products industry products

 D7G7 EL2S EAD6 CZBH CDKQ CBZX PLLU3 PLLV3,4 RNNK3,4 RNNQ3,4

Percentage change over 12 months

Last updated: 24/03/09

Notes: Source: Offi ce for National Statistics

1 The taxes excluded are VAT, duties, insurance premium tax, air passenger duty and stamp duty on share transactions.
2 The taxes excluded are council tax, VAT, duties, vehicle excise duty, insurance premium tax and air passenger duty.
3 Derived from these identifi cation (CDID) codes.
4 These derived series replace those previously shown.

2005 Jan 1.6 1.7 1.5 3.2 2.1 2.0 1.4 0.9 7.6 5.4
2005 Feb 1.7 1.7 1.6 3.2 2.1 2.0 1.6 0.9 9.0 6.3
2005 Mar 1.9 2.0 1.8 3.2 2.4 2.3 1.8 1.0 9.3 5.8
2005 Apr 1.9 2.0 1.9 3.2 2.3 2.3 2.3 1.1 8.6 5.4
2005 May 1.9 2.0 1.8 2.9 2.1 2.2 1.6 1.0 6.2 4.6
2005 Jun 2.0 2.2 1.9 2.9 2.2 2.2 1.5 0.8 10.6 5.9

2005 Jul 2.3 2.5 2.3 2.9 2.4 2.5 2.0 1.0 13.3 7.6
2005 Aug 2.4 2.6 2.3 2.8 2.3 2.3 2.1 0.9 12.1 6.7
2005 Sep 2.5 2.6 2.4 2.7 2.5 2.5 2.3 0.9 9.3 4.9
2005 Oct 2.3 2.5 2.3 2.5 2.4 2.3 1.8 0.5 8.2 5.6
2005 Nov 2.1 2.3 2.1 2.4 2.3 2.3 1.5 0.5 13.6 8.8
2005 Dec 1.9 2.1 1.8 2.2 2.0 2.0 1.9 1.1 18.0 11.4

2006 Jan 1.9 2.1 1.9 2.4 2.3 2.3 2.5 1.4 15.8 10.1
2006 Feb 2.0 2.1 2.0 2.4 2.3 2.3 2.3 1.4 15.2 10.1
2006 Mar 1.8 1.9 1.7 2.4 2.1 2.2 2.2 1.5 13.1 9.2
2006 Apr 2.0 2.1 2.0 2.6 2.4 2.3 2.3 1.9 15.6 9.8
2006 May 2.2 2.3 2.2 3.0 2.9 2.8 2.9 2.0 13.7 8.4
2006 Jun 2.5 2.6 2.4 3.3 3.1 3.2 3.1 2.5 11.3 8.1

2006 Jul 2.4 2.4 2.3 3.3 3.1 3.2 2.6 2.1 10.6 7.7
2006 Aug 2.5 2.6 2.4 3.4 3.3 3.4 2.3 1.7 8.4 6.7
2006 Sep 2.4 2.6 2.3 3.6 3.2 3.3 1.6 1.7 5.4 5.5
2006 Oct 2.4 2.7 2.3 3.7 3.2 3.3 1.3 2.0 3.9 4.5
2006 Nov 2.7 3.0 2.6 3.9 3.4 3.6 1.4 1.9 2.3 2.8
2006 Dec 3.0 3.2 2.9 4.4 3.8 3.9 1.7 1.6 1.7 1.5

2007 Jan 2.7 2.9 2.6 4.2 3.5 3.7 1.5 1.6 –3.4 –0.5
2007 Feb 2.8 2.9 2.6 4.6 3.7 3.9 1.9 2.0 –2.1 –0.2
2007 Mar 3.1 3.1 2.9 4.8 3.9 4.0 2.2 2.2 –0.3 1.0
2007 Apr 2.8 2.9 2.6 4.5 3.6 3.7 1.8 1.8 –1.5 0.0
2007 May 2.5 2.6 2.3 4.3 3.3 3.4 1.9 1.9 0.6 1.9
2007 Jun 2.4 2.5 2.2 4.4 3.3 3.3 1.9 1.7 1.7 2.2

2007 Jul 1.9 2.0 1.7 3.8 2.7 2.6 2.0 1.8 0.3 0.6
2007 Aug 1.8 1.9 1.6 4.1 2.7 2.6 2.1 2.0 –0.2 1.0
2007 Sep 1.8 1.7 1.6 3.9 2.8 2.8 2.6 1.9 6.0 3.6
2007 Oct 2.1 1.9 1.8 4.2 3.1 3.0 3.6 1.8 9.4 4.6
2007 Nov 2.1 1.9 1.8 4.3 3.2 3.0 4.5 1.9 12.1 5.6
2007 Dec 2.1 2.0 1.9 4.0 3.1 3.1 4.7 2.2 13.2 6.9

2008 Jan 2.2 2.1 2.0 4.1 3.4 3.3 5.7 3.0 20.4 11.0
2008 Feb 2.5 2.5 2.3 4.1 3.7 3.6 5.7 2.8 20.9 11.9
2008 Mar 2.5 2.6 2.3 3.8 3.5 3.6 6.2 2.9 20.8 12.7
2008 Apr 3.0 3.0 2.7 4.2 4.0 3.9 7.4 4.1 25.3 16.6
2008 May 3.3 3.3 3.1 4.3 4.4 4.4 9.1 5.6 30.2 18.9
2008 Jun 3.8 3.9 3.6 4.6 4.8 4.9 9.8 5.9 34.1 21.1

2008 Jul 4.4 4.5 4.2 5.0 5.3 5.4 10.0 6.3 31.3 21.3
2008 Aug 4.7 4.9 4.5 4.8 5.2 5.4 9.1 5.7 29.0 20.8
2008 Sep 5.2 5.4 5.0 5.0 5.5 5.6 8.5 5.6 24.1 19.5
2008 Oct 4.5 4.7 4.3 4.2 4.7 4.9 6.7 5.0 16.0 16.9
2008 Nov 4.1 4.3 3.9 3.0 3.9 3.9 5.1 5.0 8.1 14.1
2008 Dec 3.1 4.6 4.1 0.9 2.8 3.9 4.6 5.0 3.2 12.5

2009 Jan 3.0 4.5 4.1 0.1 2.4 3.4 3.5 4.0 1.5 10.7
2009 Feb 3.2 4.6 4.2 0.0 2.5 3.5 3.1 3.7 0.5 8.9
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NOTES TO TABLES

Identifi cation (CDID) codes

The four-character identifi cation code at 
the top of each alpha column of data is 
the ONS reference for that series of data 
on our time series database. Please quote 
the relevant code if you contact us about 
the data.

Conventions

Where fi gures have been rounded to 
the fi nal digit, there may be an apparent 
slight discrepancy between the sum 
of the constituent items and the total 
shown. Although fi gures may be given 
in unrounded form to facilitate readers’ 
calculation of percentage changes, rates 
of change, etc, this does not imply that 
the fi gures can be estimated to this degree 
of precision as they may be affected by 
sampling variability or imprecision in 
estimation methods.

The following standard symbols are used:

.. not available
- nil or negligible
P provisional
– break in series
R revised
r  series revised from indicated 

entry onwards

CONCEPTS AND DEFINITIONS

Labour Force Survey ‘monthly’ estimates

Labour Force Survey (LFS) results are three-
monthly averages, so consecutive months’ 
results overlap. Comparing estimates for 
overlapping three-month periods can 
produce more volatile results, which can 
be diffi cult to interpret. 

Labour market summary

Economically active

People aged 16 and over who are either in 
employment or unemployed.

Economically inactive

People who are neither in employment 
nor unemployed. This includes those who 
want a job but have not been seeking 
work in the last four weeks, those who 
want a job and are seeking work but not 
available to start work, and those who do 
not want a job. 

Employment and jobs

There are two ways of looking at 
employment: the number of people with 
jobs, or the number of jobs. The two 
concepts are not the same as one person 
can have more than one job. The number of 
people with jobs is measured by the Labour 
Force Survey (LFS) and includes people 
aged 16 or over who do paid work (as an 
employee or self-employed), those who 
have a job that they are temporarily away 
from, those on government-supported 
training and employment programmes, 
and those doing unpaid family work. The 
number of jobs is measured by workforce 
jobs and is the sum of employee jobs (as 
measured by surveys of employers), self-
employment jobs from the LFS, people in 
HM Forces, and government-supported 
trainees. Vacant jobs are not included.

Unemployment

The number of unemployed people in 
the UK is measured through the Labour 
Force Survey following the internationally 
agreed defi nition recommended by the ILO 
(International Labour Organisation) – an 
agency of the United Nations. 

Unemployed people: 
■  are without a job, want a job, have 

actively sought work in the last four 
weeks and are available to start work in 
the next two weeks, or

■  are out of work, have found a job and are 
waiting to start it in the next two weeks

Other key indicators

Claimant count

The number of people claiming 
Jobseeker’s Allowance benefi ts. 

Earnings

A measure of the money people receive 
in return for work done, gross of tax. 
It includes salaries and, unless otherwise 
stated, bonuses but not unearned income, 
benefi ts in kind or arrears of pay.  

Productivity

Whole economy output per worker is the 
ratio of Gross Value Added (GVA) at basic 
prices and Labour Force Survey (LFS) total 
employment. Manufacturing output per 
fi lled job is the ratio of manufacturing 
output (from the Index of Production) 
and productivity jobs for manufacturing 
(constrained to LFS jobs at the whole 
economy level).

Redundancies

The number of people, whether working 
or not working, who reported that they 
had been made redundant or taken 
voluntary redundancy in the month of the 
reference week or in the two calendar 
months prior to this.

Unit wage costs

A measure of the cost of wages and 
salaries per unit of output. 

Vacancies

The statistics are based on ONS’s Vacancy 
Survey of businesses. The survey is 
designed to provide comprehensive 
estimates of the stock of vacancies 
across the economy, excluding those 
in agriculture, forestry and fi shing. 
Vacancies are defi ned as positions for 
which employers are actively seeking 
recruits from outside their business or 
organisation. More information on labour 
market concepts, sources and methods is 
available in the Guide to Labour Market 
Statistics at www.statistics.gov.uk/about/
data/guides/LabourMarket/default.asp 

www.statistics.gov.uk/about/data/guides/LabourMarket/default.asp
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Title  Frequency of update

Directory of onl ine tables

UK economic accounts 

1.01  National accounts aggregates  M

1.02  Gross domestic product and gross national income  M

1.03  Gross domestic product, by category of expenditure  M

1.04  Gross domestic product, by category of income  M

1.05  Gross domestic product and shares of income and expenditure  M

1.06  Income, product and spending per head  Q

1.07  Households’ disposable income and consumption  M

1.08  Household fi nal consumption expenditure  M

1.09  Gross fi xed capital formation  M

1.10  Gross value added, by category of output  M

1.11  Gross value added, by category of output: service industries  M

1.12  Summary capital accounts and net lending/net borrowing  Q

1.13  Private non-fi nancial corporations: allocation of primary income account1  Q

1.14  Private non-fi nancial corporations: secondary distribution of income account and capital account1  Q

1.15  Balance of payments: current account  M

1.16  Trade in goods (on a balance of payments basis)  M

1.17  Measures of variability of selected economic series  Q

1.18 Index of services   M

Selected labour market statistics  

2.01  Summary of Labour Force Survey data  M

2.02  Employment by age   M

2.03  Full-time, part-time and temporary workers   M

2.04  Public and private sector employment  Q

2.05  Workforce jobs  Q

2.06   Workforce jobs by industry   Q

2.07  Actual weekly hours of work   M

2.08  Usual weekly hours of work   M

2.09  Unemployment by age and duration   M

2.10  Claimant count levels and rates   M

2.11  Claimant count by age and duration  M

2.12  Economic activity by age   M

2.13  Economic inactivity by age   M

2.14  Economic inactivity: reasons   M

2.15  Educational status, economic activity and inactivity of young people   M

2.16  Average earnings – including bonuses   M

2.17  Average earnings – excluding bonuses   M

2.18  Productivity and unit wage costs   M

2.19  Regional labour market summary   M

Weblink: www.statistics.gov.uk/elmr/04_09/data_page.asp

The tables listed below are available as Excel spreadsheets via weblinks accessible from the main Economic & Labour Market Review (ELMR) page of the National Statistics 
website. Tables in sections 1, 3, 4 and 5 replace equivalent ones formerly published in Economic Trends, although there are one or two new tables here; others have been 
expanded to include, as appropriate, both unadjusted/seasonally adjusted, and current price/chained volume measure variants. Tables in sections 2 and 6 were formerly in 
Labour Market Trends. The opportunity has also been taken to extend the range of dates shown in many cases, as the online tables are not constrained by page size.

In the online tables, the four-character identifi cation codes at the top of each data column correspond to the ONS reference for that series on our time series database. The 
latest data sets for the Labour Market Statistics First Release tables are still available on this database via the ‘Time Series Data’ link on the National Statistics main web 
page. These data sets can also be accessed from links at the bottom of each section’s table listings via the ‘Data tables’ link in the individual ELMR edition pages on the 
website. The old Economic Trends tables are no longer being updated with effect from January 2009.

www.statistics.gov.uk/elmr/04_09/data_page.asp
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2.20  International comparisons   M

2.21  Labour disputes   M

2.22  Vacancies   M

2.23  Vacancies by industry   M

2.24  Redundancies: levels and rates   M

2.25  Redundancies: by industry  Q

2.26  Sampling variability for headline labour market statistics  M

Prices

3.01  Producer and consumer prices  M

3.02  Harmonised Indices of Consumer Prices: EU comparisons  M

Selected output and demand indicators

4.01  Output of the production industries  M

4.02  Engineering and construction: output and orders  M

4.03  Motor vehicle and steel production1  M

4.04  Indicators of fi xed investment in dwellings  M

4.05  Number of property transactions  M

4.06  Change in inventories1  Q

4.07  Inventory ratios1  Q

4.08  Retail sales, new registrations of cars and credit business  M

4.09  Inland energy consumption: primary fuel input basis1  M

Selected fi nancial statistics

5.01  Sterling exchange rates and UK reserves  M

5.02  Monetary aggregates  M

5.03  Counterparts to changes in money stock M41  M

5.04  Public sector receipts and expenditure  Q

5.05  Public sector key fi scal indicators  M

5.06  Consumer credit and other household sector borrowing  M

5.07  Analysis of bank lending to UK residents  M

5.08  Interest rates and yields  M

5.09  A selection of asset prices  M

Further labour market statistics  

6.01  Working-age households  A

6.02  Local labour market indicators by unitary and local authority  Q

6.03  Employment by occupation  Q

6.04  Employee jobs by industry  M

6.05  Employee jobs by industry division, class or group  Q

6.06  Employee jobs by region and industry  Q

6.07  Key productivity measures by industry  M

6.08 Total workforce hours worked per week  Q

6.09  Total workforce hours worked per week by region and industry group  Q

6.10  Job-related training received by employees  Q

6.11  Unemployment rates by previous occupation  Q

6.12  Average Earnings Index by industry: excluding and including bonuses  M

Weblink: www.statistics.gov.uk/elmr/04_09/data_page.asp

www.statistics.gov.uk/elmr/04_09/data_page.asp
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6.13  Average Earnings Index: effect of bonus payments by main industrial sector  M

6.14  Median earnings and hours by main industrial sector  A

6.15  Median earnings and hours by industry section  A

6.16  Index of wages per head: international comparisons  M

6.17  Regional Jobseeker’s Allowance claimant count rates  M

6.18  Claimant count area statistics: counties, unitary and local authorities  M

6.19  Claimant count area statistics: UK parliamentary constituencies  M

6.20  Claimant count area statistics: constituencies of the Scottish Parliament  M

6.21  Jobseeker’s Allowance claimant count fl ows  M

6.22  Number of previous Jobseeker’s Allowance claims  Q

6.23  Interval between Jobseeker’s Allowance claims  Q

6.24  Average duration of Jobseeker’s Allowance claims by age  Q

6.25  Vacancies by size of enterprise  M

6.26  Redundancies: re-employment rates  Q

6.27  Redundancies by Government Offi ce Region  Q

6.28  Redundancy rates by industry  Q

6.29  Labour disputes: summary  M

6.30  Labour disputes: stoppages in progress  M

Notes:
1 These tables, though still accessible, are no longer being updated.
A Annually
Q Quarterly
M Monthly

More information
Time series are available from www.statistics.gov.uk/statbase/tsdintro.asp
Subnational labour market data are available from www.statistics.gov.uk/statbase/product.asp?vlnk=14160 and www.nomisweb.co.uk
Labour Force Survey tables are available from www.statistics.gov.uk/statbase/product.asp?vlnk=14365
Annual Survey of Hours and Earnings data are available from www.statistics.gov.uk/statbase/product.asp?vlnk=13101

Weblink: www.statistics.gov.uk/elmr/04_09/data_page.asp

www.statistics.gov.uk/elmr/04_09/data_page.asp
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Recorded announcement of latest RPI

 01633 456961

 rpi@ons.gsi.gov.uk

Labour Market Statistics Helpline

 01633 456901

 labour.market@ons.gsi.gov.uk
 

Earnings Customer Helpline

 01633 819024

 earnings@ons.gsi.gov.uk

National Statistics Customer Contact 
Centre

 0845 601 3034

 info@statistics.gsi.gov.uk

Skills and Education Network

 024 7682 3439

 senet@lsc.gov.uk

Department for Children, Schools and 
Families Public Enquiry Unit

 0870 000 2288

Contact points

Average Earnings Index (monthly)

 01633 819024

Claimant count

 01633 456901

Consumer Prices Index

 01633 456900

 cpi@ons.gsi.gov.uk

Earnings
Annual Survey of Hours and Earnings

 01633 456120

Basic wage rates and hours for manual 
workers with a collective agreement

 01633 819008

Low-paid workers

 01633 819024

 lowpay@ons.gsi.gov.uk

Labour Force Survey

 01633 456901

 labour.market@ons.gsi.gov.uk

Economic activity and inactivity

 01633 456901

Employment
Labour Force Survey

 01633 456901

 labour.market@ons.gsi.gov.uk

Employee jobs by industry

 01633 456776

Total workforce hours worked per week

 01633 456720

 productivity@ons.gsi.gov.uk

Workforce jobs series – 
short-term estimates

 01633 456776

 workforce.jobs@ons.gsi.gov.uk

Labour costs

 01633 819024

Labour disputes

 01633 456721

Labour Force Survey

 01633 456901

 labour.market@ons.gsi.gov.uk

Labour Force Survey Data Service

 01633 455732

 lfs.dataservice@ons.gsi.gov.uk

New Deal

 0114 209 8228

Productivity and unit wage costs

 01633 456720

Public sector employment
General enquiries

 01633 455889

Source and methodology enquiries

 01633 812865

Qualifi cations (Department for Children, 
Schools and Families)

 0870 000 2288

Redundancy statistics

 01633 456901

Retail Prices Index

 01633 456900

 rpi@ons.gsi.gov.uk

Skills (Department for Innovation, 
Universities & Skills)

 0870 001 0336

Skill needs surveys and research into 
skill shortages

 0870 001 0336

Small fi rms (BERR)
Enterprise Directorate

 0114 279 4439

Subregional estimates

 01633 812038

Annual employment statistics

    annual.employment.fi gures@ons.gsi. 
gov.uk

Annual Population Survey, 
local area statistics

 01633 455070

Trade unions (BERR)
Employment relations

 020 7215 5934

Training
Adult learning – work-based training 
(DWP)

 0114 209 8236

Employer-provided training 
(Department for Innovation, 
Universities & Skills)

 0870 001 0336

Travel-to-Work Areas
Composition and review

 01329 813054

Unemployment

 01633 456901

Vacancies
Vacancy Survey:
total stocks of vacancies

 01633 455070

For statistical information on
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ANNUAL

Financial Statistics Explanatory Handbook

2008 edition. Palgrave Macmillan, ISBN 978-0-230-52583-2. Price £47.50. 

www.statistics.gov.uk/StatBase/Product.asp?vlnk=4861

Foreign Direct Investment (MA4)

2006 edition

www.statistics.gov.uk/StatBase/Product.asp?vlnk=9614

Input-Output analyses for the United Kingdom

2006 edition

www.statistics.gov.uk/StatBase/Product.asp?vlnk=7640

Research and development in UK businesses (MA14)

2006 edition

www.statistics.gov.uk/StatBase/Product.asp?vlnk=165

Share Ownership

2006 edition

www.statistics.gov.uk/StatBase/Product.asp?vlnk=930

United Kingdom Balance of Payments (Pink Book)

2008 edition. Palgrave Macmillan, ISBN 978-0-230-54565-6. Price £49.50. 

www.statistics.gov.uk/StatBase/Product.asp?vlnk=1140

United Kingdom National Accounts (Blue Book)

2008 edition. Palgrave Macmillan, ISBN 978-0-230-54566-3. Price £49.50. 

www.statistics.gov.uk/StatBase/Product.asp?vlnk=1143

First releases

■    Annual survey of hours and earnings

■    Foreign direct investment

■    Gross domestic expenditure on research and development

■    Low pay estimates

■    Regional gross value added

■   Share ownership

■    UK Business enterprise research and development

■    Work and worklessness among households

QUARTERLY

Consumer Trends

2008 quarter 3

www.statistics.gov.uk/StatBase/Product.asp?vlnk=242

United Kingdom Economic Accounts

2008 quarter 3. Palgrave Macmillan, ISBN 978-0-230-57713-8. Price £37.50.

www.statistics.gov.uk/StatBase/Product.asp?vlnk=1904

UK trade in goods analysed in terms of industry (MQ10) 

2008 quarter 3

www.statistics.gov.uk/StatBase/Product.asp?vlnk=731

First releases

■   Balance of payments 
■   Business investment
■   GDP preliminary estimate
■   Government defi cit and debt under the Maastricht Treaty (six-monthly)
■   International comparisons of productivity (six-monthly)
■    Internet connectivity
■   Investment by insurance companies, pension funds and trusts
■   Productivity
■    Profi tability of UK companies
■   Public sector employment
■  Quarterly National Accounts
■   UK output, income and expenditure

MONTHLY

Financial Statistics

February 2009. Palgrave Macmillan, ISBN 978-0-230-57711-4. Price £50.00.

www.statistics.gov.uk/StatBase/Product.asp?vlnk=376

Focus on Consumer Price Indices

January 2009

www.statistics.gov.uk/StatBase/Product.asp?vlnk=867

Monthly review of external trade statistics (MM24)

December 2008

www.statistics.gov.uk/StatBase/Product.asp?vlnk=613

Producer Price Indices (MM22)

January 2009

www.statistics.gov.uk/StatBase/Product.asp?vlnk=2208

First releases

■   Consumer price Indices
■   Index of production 
■   Index of services
■   Labour market statistics
■  Labour market statistics: regional
■   Producer prices
■   Public sector fi nances
■   Retail sales
■   UK trade

OTHER

The ONS Productivity Handbook: a statistical overview and guide

Palgrave Macmillan, ISBN 978-0-230-57301-7. Price £55.

www.statistics.gov.uk/about/data/guides/productivity/default.
asp

Labour Market Review

2006 edition. Palgrave Macmillan, ISBN 1-4039-9735-7. Price £40.

www.statistics.gov.uk/StatBase/Product.asp?vlnk=14315

National Accounts Concepts, Sources and Methods

www.statistics.gov.uk/StatBase/Product.asp?vlnk=1144

Sector classifi cation guide (MA23)

www.statistics.gov.uk/StatBase/Product.asp?vlnk=7163

ONS economic and labour market publ icat ions

www.statistics.gov.uk/STATBASE/Product.asp?vlnk=4861
www.statistics.gov.uk/STATBASE/Product.asp?vlnk=9614
www.statistics.gov.uk/STATBASE/Product.asp?vlnk=7640
www.statistics.gov.uk/STATBASE/Product.asp?vlnk=165
www.statistics.gov.uk/STATBASE/Product.asp?vlnk=930
www.statistics.gov.uk/STATBASE/Product.asp?vlnk=376
www.statistics.gov.uk/STATBASE/Product.asp?vlnk=1140
www.statistics.gov.uk/STATBASE/Product.asp?vlnk=1143
www.statistics.gov.uk/STATBASE/Product.asp?vlnk=2208
www.statistics.gov.uk/STATBASE/Product.asp?vlnk=613
www.statistics.gov.uk/STATBASE/Product.asp?vlnk=867
www.statistics.gov.uk/STATBASE/Product.asp?vlnk=242
www.statistics.gov.uk/STATBASE/Product.asp?vlnk=1904
www.statistics.gov.uk/STATBASE/Product.asp?vlnk=731
www.statistics.gov.uk/about/data/guides/productivity/default.asp
www.statistics.gov.uk/STATBASE/Product.asp?vlnk=14315
www.statistics.gov.uk/STATBASE/Product.asp?vlnk=1144
www.statistics.gov.uk/STATBASE/Product.asp?vlnk=7163
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OCTOBER 2008                                                          

Measuring the UK economy 2008: the National Statistician’s perspective
Karen Dunnell

The effect of bonuses on earnings growth in 2008
Harry Duff

Overview of UK National Accounts and Balance of Payments: Blue Book and 
Pink Book 2008
Ross Meader and Geoff Tily

Annual Population Survey household data sets
Kathryn Ashton and Katherine Kent

Supply-side estimates of UK investment
Graeme Chamberlin

Services producer price index (experimental) – second quarter 2008
Ian Richardson

NOVEMBER 2008                                                          

Sickness absence from work in the UK
Debra Leaker

Analysis of international trade and productivity, using the EUKLEMS database
Peter Goodridge

Producer price index rebasing to 2005=100
Rob Luckwell

Labour Force Survey: interim reweighting 2008
Nick Palmer and Mark Chandler

Experimental estimates of rural-urban productivity
Sumit Dey-Chowdhury and Pippa Gibson

Regional economic indicators, November 2008, with a focus on skills
Birgit Wosnitza, Peggy Causer and Jonathan Knight

DECEMBER 2008                                                          

The distribution of household income 1977 to 2006/07
Francis Jones, Daniel Annan and Saef Shah

Making sense of Labour Force Survey response rates
William Barnes, Geoff Bright and Colin Hewat

How similar are ONS’s annual and monthly business inquiries?
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