
If earnings growth had been in line with the OBR 
forecast, income tax and national insurance re-
ceipts this year would total £308.4 billion. But the 
TUC analysis finds that the Treasury is now ex-
pected to collect just £275 billion.

The £308.4 billion figure does not take into account 
reduced revenues as a result of the government’s 
income tax cuts. However, if the government had 
chosen not to introduce unfunded tax cuts (which 
have provided far less support to low income 
workers than they would have received from wage 
rises), revenues would be even higher, rising by a 
further £9.7 billion.

The TUC says that the government’s failure to get 
wages growing across the current parliament has 
left it with a much larger deficit than planned — a 
view reinforced by recent revisions by the OBR. 

In its December 2014 Fiscal Outlook report, the OBR 
said it had increased its forecast for government bor-
rowing due to “a large and increasingly downward 
revision to receipts, notably income tax”. The OBR 
now expects the government to have borrowed £91 
billion in the year to March 2015 — £54 billion more 
than the chancellor had originally planned.

The TUC analysis suggests that if wages had grown 
as the OBR originally expected — and if the govern-
ment had not pursued an agenda of unfunded tax 
cuts — there would be enough revenue already for 
the deficit to have almost disappeared.

New limits from April
The limit for a week’s pay when calculating com-
pensation for basic unfair dismissal will increase 
to £475 from 6 April it has been announced. The 
maximum compensation amount, which is rarely 
awarded, will increase to £78,335.

The limit for a week’s pay when calculating re-
dundancy pay will increase to £475 from the same 
date.

www.acas.org.uk/index.aspx?articleid=3909

Deficit worse because 
of wage stagnation
The lack of earnings growth means the coalition 
government is collecting £33.4 billion less in 
income tax and national insurance than official 
forecasts suggested, according to a TUC report 
released at the start of its Fair Pay Fortnight.

The report, The living standards tax gap just got 
bigger, is based on research by a senior economic 
analyst at the IPPR think tank and looks at earn-
ings forecasts made in June 2010 by the Office for 
Budget Responsibility (OBR) — the government’s 
official watchdog for fiscal policy.
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TUC general secretary Frances O’Grady said: “The 
chancellor has failed to reduce the deficit because 
of his failure to get wages growing. When wages go 
up, consumers spend more, businesses can grow, 
more income tax and national insurance rolls in 
and the deficit shrinks. We need a new plan for 
the economy that gets wages growing and keeps 
them growing.”

www.tuc.org.uk/economic-issues

End of year bonuses 
boost earnings data
Higher City bonuses distorted the average weekly 
earnings figures at the end of 2014.

In December, earnings growth for the whole 
economy was up to 2.4% against the revised figure 
of 1.9% for November, according to the Office for 
National Statistics (ONS).

The main factor in the rise was that higher City 
bonuses were paid in December 2014 than were 
paid a year earlier.

In services, growth was up to 2.3% in December 
from the previous month’s figure of 2.0%.

Manufacturing earnings also got a boost, with 
growth up to 2.3% in December against 1.1% in 
November.

In the private sector as a whole growth was up to 
2.7% against 2.4% in November.

Growth in the public sector, excluding the national-
ised banks, was up to 1.5% from 1.2%, while, if the 
nationalised banks are included, growth in the pub-
lic sector was 0.9% against 0.7% in November.

Headline earnings growth (the rolling three-month 
average) for the whole economy was up to 2.1% 
from 1.9%.

Manufacturing growth was unchanged at 1.7%, 
while in services growth was up to 2.1% from 
1.8%.

In the private sector, growth was up to 2.5% from 
2.2% the previous month. There was no change in 
the public sector excluding the nationalised banks, 
as growth remained at 1.2%, while the rate was also 
unchanged — at 0.7% — if the nationalised banks 
are included.

Average weekly earnings1

Whole 
econo-

my

Manu-
factur-

ing
Serv-

ices
Private 
sector

Public 
sector2

£ a week

2013

October (r) 475 557 460 471 482

November (r) 475 560 460 472 482

December (r) 477 560 462 473 482

2014

January 477 563 462 474 484

February 478 563 463 474 484

March 475 560 462 472 484

April 482 563 464 475 485

May 479 563 463 476 485

June 477 568 462 477 484

July 478 564 462 476 487

August 479 563 464 477 485

September 482 566 466 480 487

October (r) 485 565 469 483 487

November (r) 484 566 469 483 487

December (p) 489 573 472 486 489

% annual change

Single month 2.4 2.3 2.3 2.7 1.5

3-month 
average3 2.1 1.7 2.1 2.5 1.2

1 Average weekly earnings in Great Britain, seasonally adjusted, including 
bonuses, but excluding arrears. 2 Excludes financial services. 3 Average of the 
seasonally adjusted data for the latest three months compared with three months 
a year earlier. (p) provisional (r) revised 

The regular pay figures, strip out the distorting ef-
fect of the City bonuses and also exclude arrears of 
pay. These show that growth for the whole economy 
was down to 1.6% from 1.7%.

The percentage rises in the year to December for 
various sectors, along with the previous month’s 
rises in brackets, were: manufacturing 1.0% (1.0%); 
services 1.7% (1.8%); the private sector 2.0% (2.1%); 
and the public sector, excluding the nationalised 
banks 1.3% (1.1%).

The three-monthly average rise for regular pay in 
the whole economy in December was 1.7% against 
1.8% for the period ending November. The sectoral 
increases were: manufacturing 1.2% (1.6%); serv-
ices 1.8% (1.8%); the private sector 2.1% (2.2%); 
and the public sector excluding the nationalised 
banks 1.1% (1.2%).

The table below is based on the mean average 
earnings figures published in the Annual Survey 
of Hours and Earnings (ASHE) 2014. The original 
figures have been “uprated” by the 1.5% increase 
in average weekly earnings for the whole economy 
between April 2014 and December to give an up-
dated estimate of earnings.
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Full-time average weekly earnings by occupation

£ a week

All employees 629.50

All male 683.10

All female 547.30

Managers 986.00

Professionals 803.10

Associate professionals 680.70

Admin & secretarial 458.00

Skilled/craft 531.00

Services 366.90

Sales 376.50

Operatives 488.20

Other manual jobs 372.20

www.ons.gov.uk/ons/dcp171778_393554.pdf

Unemployment down 
below 1.9 million
Unemployment was at its lowest level for over six 
years latest figures show.

Under the Labour Force Survey (LFS) count, unem-
ployment fell by 97,000 to 1.86 million in the three-
month period ending December from the previous 
three-month’s total of 1.96 million. 

Unemployment was last lower in the three months 
to September 2008.

The unemployment rate fell to 5.7% from 6.0%, the 
Office for National Statistics said. 

The fall in numbers was divided roughly equally 
between the sexes.

The number of unemployed women was down by 
50,000 to 822,000 and their unemployment rate was 
down to 5.4% from 5.7%.

For men, the fall in numbers was 47,000 to 1.04 mil-
lion, while their unemployment rate was down to 
6.0% from 6.2%.

However, the news was not so good for young 
people as unemployment among 16-24-year-olds 
increased by 3,000 to 740,000. The unemployment 
rate for 16-17-year-olds was 31.2%, while for 18-24-
year-olds it was 14.3%.

Under the claimant count, unemployment was also 
down by 38,600 to 823,000 in January. This count 
only includes those people claiming Jobseeker’s 
Allowance.

The joblessness rate was down to 2.5% at the start 
of 2015 from 2.6% at the end of 2014.

The number of male claimants was down by 26,200 
to 523,800 and their joblessness rate was down to 
2.9% from 3.1%.

Women claimant’s numbers fell by 12,400 to 
299,200 and their joblessness rate was down to 
1.9% from 2.0%.

Unemployment seasonally adjusted

Claimants LFS 2

(000s) % 1 (000s) %

2014

January 1,207 3.6 2,335 7.2

February 1,172 3.5 2,254 6.9

March 1,142 3.4 2,212 6.8

April 1,113 3.3 2,162 6.6

May 1,081 3.2 2,126 6.5

June 1,041 3.1 2,074 6.3

July 1,004 3.0 2,021 6.2

August 971 2.9 1,972 6.0

September 952 2.8 1,959 6.0

October 927 2.8 1,958 6.0

November 897 2.7 1,914 5.8

December (r) 862 2.6 1,862 5.7

2015

January (p) 823 2.5

1 Percentage of working population — the employees, unemployed, self-employed 
and the armed forces. 2 The Labour Force Survey definition of unemployment 
— the number of unemployed people who want a job and are ready to start work 
in two weeks, and have looked for work in the past four weeks. Each figure is the 
average of the past three months — a rolling average. (p) provisional (r) revised

Regions The LFS unemployment count fell in seven 
of the 12 regions/countries in the three months 
ending December. The largest falls were 32,000 
in the West Midlands and 29,000 in Yorkshire and 
the Humber. 

Unemployment was higher in four regions/ coun-
tries, including an 11,000 rise in the North West. 
The figure was unchanged in the South East.

The unemployment rate was at or above the UK 
average of 5.7% in seven regions/countries. The 
highest rates were 8.0% in the North East, 6.7% in 
Wales and 6.5% in the North West. 

In January, the claimant count was down in every 
region/country. However, the claimant count rate 
was above the UK average of 2.5% in six regions/
countries. The highest rates were 5.4% in Northern 
Ireland and 4.1% in the North East.
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Region Jan claimants LFS Oct — Dec

Number % Number %

North East 49,200 4.1 103,000 8.0

North West 85,700 2.4 229,000 6.5

Yorkshire & the Humber 90,500 3.4 164,000 6.1

East Midlands 54,200 2.4 115,000 4.9

West Midlands 86,400 3.1 169,000 6.1

East of England 53,000 1.7 156,000 5.0

London 123,500 2.3 295,000 6.4

South East 64,600 1.4 212,000 4.6

South West 39,800 1.4 122,000 4.5

Wales 46,800 3.3 99,000 6.7

Scotland 81,100 3.0 149,000 5.4

Northern Ireland 48,200 5.4 50,000 5.7

www.ons.gov.uk/ons/dcp171778_393554.pdf

Fuel and food behind 
lower inflation 
Cheaper petrol and food continue to be the main 
contributors to the slowdown in the rate of inflation, 
official figures show. 

In January, the annual rate of inflation — as meas-
ured by the Retail Prices Index (RPI) — was down 
to 1.1% from 1.6% the previous month, according 
to the Office for National Statistics. 

Price inflation

% increase on a year earlier

RPI RPI RPIX1 CPI

Jan 
1987=100

2014

January 252.6 2.8 2.8 1.9

February 254.2 2.7 2.7 1.7

March 254.8 2.5 2.5 1.6

April 255.7 2.5 2.6 1.8

May 255.9 2.4 2.5 1.5

June 256.3 2.6 2.7 1.9

July 256.0 2.5 2.6 1.6

August 257.0 2.4 2.5 1.5

September 257.6 2.3 2.3 1.2

October 257.7 2.3 2.4 1.3

November 257.1 2.0 2.0 1.0

December 257.5 1.6 1.7 0.5

2015

January 255.4 1.1 1.2 0.3

1 RPI except mortgage interest payments

Inflation might be plummeting, but eight of the 14 
groups used to calculate the RPI increased by more 
than the overall rise of 1.1%.

The clothing and footwear group had the largest 
upward influence on the RPI as women’s clothing 
prices fell by less overall this year than a year 
ago.

Overall, the fares and other travel costs group post-
ed a 3.5% rise while rail fares were up by 3.4%.

The food group’s overall fall of 2.3%, included good 
news for fans of eggy bread: eggs were down by 
9.9%, bread by 5.9% and oil and fats by 4.7%.  

The main factor behind the 2.9% fall for the fuel 
and light group was a 26.8% decrease in oil and 
other fuels.

And the fall in oil prices made its presence felt in 
the motoring group’s fall of 5.9%, where petrol and 
oil was down by 16.2%.

More than 1.1% % 1.1% or less %

Clothing & footwear 8.8 Alcoholic drink 1.1

Tobacco 7.3 Personal goods & services 0.9

Housing 3.5 Leisure goods 0.6

Fares etc 3.5 Food -2.3

Household services 2.7 Fuel & light -2.9

Leisure services 2.6 Motoring expenditure -5.9

Household goods 2.1

Catering 2.0

Under the Consumer Prices Index (CPI) — the 
measure generally used by the coalition govern-
ment — inflation was down to 0.3% in January from 
0.5% the previous month — the lowest level since 
records were first published in January 1997.

TUC general secretary Frances O’Grady said: 
“Low inflation is a sign of fragility in both the UK 
and global economy. It’s a dangerous time for the 
chancellor to be proposing a new round of auster-
ity, which will hold back growth.”

In his introductory remarks to the Bank of England’s 
latest Inflation report, governor Mark Carney said 
inflation was likely to fall further in the short-term 
with the possibility of moving in to negative terri-
tory in the spring, before remaining close to zero 
for the remainder of 2015.

www.ons.gov.uk/ons/dcp171778_393051.pdf
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