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Chapter one: Introduction

This report deals with the profound analysis of the economic performance of the UK and Derbyshire from different perspectives. In chapter two, to evaluate the economic performance of the UK during recession, eurozone crisis period and after eurozone crisis period, various macroeconomic indicators such as- growth rate, inflation rate, unemployment rate, and net export rate are also discussed and analysed by using various statistical data and using a graphical representation. How low consumption, investment, governments’ cutting off investment and tax rate change the aggregate demand, and how national income (wages, interest, profit, rent) affects the aggregate supply of the UK are discussed by using the AD-AS Framework. This second chapter of this report will also give a discourse on the reasons behind using contractionary and fiscal policy during Eurozone crisis time. Another part of this report is the third chapter which is about the analysis of the economic situation of Derbyshire. To show a good analysis, economic growth and monthly income analysis of the people of Derbyshire is shown by using graphical representation and theoretical analysis. Besides, unemployment rate and various aspects of its, such as-unemployment rate analysis from demographic perspectives, are presented at the end of chapter three. At the end of this report, the conclusion part will give an overview of the whole report with the recommendations and future outlook of the UK and Derbyshire from different perspectives based on real data derived from various reliable sources and this whole report.
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Figure 2: GDP Growth Rate of the UK from 2008-2019 (Source:(Clark, 2020)
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Chapter-two:

[image: image8.jpg]GDP Growth rate analysis of the UK (2012-2018/19): The GDP growth of the UK after 2012
was quite good as it is seen that GDP growth rate becomes 2.1% to 3.1% in 2015 due to low
inflation and high employment rate (above 70%). But 2 or 3 years after, UK’s GDP growth rate
started to fall due to low consumer spending and low production (Storm and Naastepad, 2015).
(Clark, 2020) also averred that, the UK’s Service sector faced 0.3% contraction and decreasing the
value of Euro against dollars by 0.7%. As a result, the overall growth of the UK’s GDP falls from
2012 to 2019.
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This chapter will show a comprehensive analysis of the UK national economy into three phases stem from the division of the total duration of 2000-2018 and will also show the evaluation and relevance of using the fiscal and monetary policies during those phases. The whole discussion is presented as follows:

2.1 Economic performance of the UK during the recession period (2008-2010); the

Eurozone crisis (2010-2012) and after (2012-2018/19)

According to (Derbyshire Country Council, 2019) key economic indicators indicate the compendium of some indices or variables, for example- unemployment rate; inflation rate, GDP growth rate, which are used for analysing economic performance and giving predictions of future performance of an economy. Economic recession refers to a period when the growth rate of the economy remains below the long term trend rates (Vaitilingam, 2011). (Storm and Naastepad, 2015) said that, The Eurozone crisis refers to the countries of the European zone’s deficit balance of payment and being unable of the European Union, Greece, Spain, Portugal, Ireland to back pay the debt of the government, and also the debt of the over-indebted bank.

A profound analysis of the overall performance of the UK during the recession, Eurozone and after the Eurozone crisis period is presented below:

[image: image10.jpg]Recession period (2008-2010): (Coulter, 2016) averred that the employment rate was 72.6% in
2008 and gradually decreased to 70.4% in 2010. During the recession, demand and production
output had been being decreased and ultimately production units stopped hiring people due to low
production demand (Coulter, 2016). As a result, the unemployment rate is on the increase during

the recession period in the UK.

Eurozone Crisis (2010-2012): A news written by (Allen, 2011) in The Guardian Newspaper
revealed that Youth unemployment was 991000 and overall unemployment rate was 8.1%. as the
government debt was increased in the UK tremendously, the UK Government cut off investment
in public sector which led to the decreasing of Government employment and Private sector also
did lay out part-time workers and completed their works by engaging full-time workers for more
working hours as it will mitigate employment cost (Allen, 2011). Ultimately, the UK experienced

peak unemployment rate ever in their history!
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Figure 1: Key economic indicators of the UK (Source: Author)

[image: image11.jpg]Unemployment rate analysis of the UK (2012-2018/19): According to (Derbyshire Country
Council, 2019) Unemployment rate was 3.8% in the UK in 2019 which was 4.4% in 2017. The
main reasons for the low unemployment rate in recent years are quite interesting. (Brien and Harar,
2019) averred that UK’s trade unions had very few opportunities to do collective bargaining and

there was a huge workforce than needed which eventually boosts the employment rate.
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GDP Growth Rate
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Recession period (2008-2010): From the chart, it is found that the UK experienced negative growth of GDP in the quarter 2 of 2008 which was -0.7% and gradually it increased to -2.2% in the last quarter of 2008. Then again it started to fall and became -0.2% in the second quarter of 2009. This negative growth of the economy indicates that the UK economy experienced decreasing wage growth and consumption, poor investment in the public & private sector, contraction in the supply of money, and decreased export of goods.

Eurozone Crisis (2010-2012): When countries of the European zone were facing the pressure of paying excessive debts, the GDP growth of the European Union also decreasing due to the adverse effects of the Eurozone crisis. GDP growth of the European Union became 1.791 in 2011 which was 2.168 in 2010. In the last of 2012, the GDP growth rate decreased to -0.423. According to (Storm and Naastepad, 2015), Due to the Eurozone Crisis, Unemployment rate was increased as

[image: image13.jpg]Recession period (2008-2010): From (Plecher, 2020), it is found that the inflation rate of the UK
was 3.6% in 2008 and the recession period ended with a 3.3% inflation rate in 2010. (Coulter,
2016) said that, the UK faced a high inflation rate due to the increase of government tax, oil and
petroleum, and also depreciation in the Euro against dollars. As a result, the inflation rate was

roaring the sky during the recession period.

Eurozone Crisis (2010-2012): The inflation rate of the UK was 4.46% in 2012 (Storm and
Naastepad, 2015). (Storm and Naastepad, 2015) revealed that countries of the Eurozone enjoyed
low-interest rates and took a huge amount of loans and invested them during 2010-2012 and most
of the money flow was from France and Germany. This huge flow increased the wages and goods’
prices. And money from the export industry was decreased, as a result, the government had to
bring off huge cash by printing (Storm and Naastepad, 2015). All of this increased cash in the

market and ultimately, the UK had to face a high inflation rate during the Eurozone Crisis.
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well as disposable income. Moreover, producers got a low amount of loan on high interest rate (Storm and Naastepad, 2015). As a result, GDP growth rate got decreased.
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Unemployment rate
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Figure 2: Employment rate of the UK from 2008-2019 (Source: ((Brien and Harar, 2019)

[image: image17.jpg]Change of aggregate demand depends on the positive and negative changes of its components such
as- Consumption, Investment, Government expenditure, Net export. (Marelli and Signorelli, 2016)
averred that at the time of the Eurozone Crisis, people's disposal income got decreased which led
to the decrease of consumption. Moreover, the total debt taken by Eurozone periphery countries
was not invested behind traded goods which led to a little back pay from those investments (Marelli
and Signorelli, 2016). Moreover, the Government did cut oft expenditures due to paying off
foreign debts, and also because of the high-interest rate and devaluation of Euro, Income from
Export industries also decreased (Marelli and Signorelli, 2016). Ultimately, the decrease in
consumption, investment, government expenditure, and net export led to the switch of aggregate

demand curve to the left side from ADoto AD, and price level got increased.
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[image: image19.jpg](Orphanides, 2017) revealed that the UK govemment took the contractionary fiscal policy for
cutting off govemment expenditurs for back paying the forcign deb and also for collecting low
tax s people had low employment opportunities. (Orphanides, 2017)also averred tha te inflation
e was 00 high (0 say in the UK in the year of 2012 which was 4.46%.that i why to control the
money supply the UK goverment ordered the Bank of England to control the inflation rae and
Bank of England increased the interest rates against lending money to the Commercial Bank
(Orphanides, 2017). As a resull, Commercial Bank conirlled he huge supply of money stem from
huge loans in the market, There were negative effects also. Due to the contractionary monetary
and fscal policy. Production growih decreased in the UK for not geting the proper amount of
borrowings and low investment in public sectors by the government (Orphanides, 2017). As a
result, unemployment was roaring o the sky at the time of the Eurozone Criss. And also,the UK
‘government ficed the problem of negative balance of payment du to low export of goods and
Services (Orphanides, 2017)
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Inflation rate
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Figure 3: Inflation rate of the UK from 2008-2019 (Source: Plecher, 2020)


11 |

Inflation rate analysis of the UK (2012-2018/19): And after the Eurozone crisis, good days came in the UK. The inflation rate became too low in 2016 which was 0.04% and in the last year, it was 1.81%. this was happened because of high wages, production, and the most important high-interest rate which controls the lending of loans of commercial banks.
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Balance of payment


Figure 4: Net Export Growth rate of the UK from 2008-2019 (Source: (Department of International Trade, the UK government, 2020)

Recession period (2008-2010): From the above graph, it is found that there was a negative balance of payment of -185.61 billion (Calculated in dollars) in 2008 and it decreased to -175.14 billion (Calculated in dollars) in 2010. (Vaitilingam, 2011) averred that at that time of recession, Consumers spent less on consumption due to low income, and ultimately imports of goods were declined. As a result, the negative balance of payment decreased gradually.

Eurozone Crisis (2010-2012): From the above graph, it is found that the negative balance of payment was increased to -222.43 (calculated in dollars) in 2012 from -175.14 billion (Calculated in dollars) in 2010. (Storm and Naastepad, 2015) said that, during the Eurozone crisis, Government decreased investment in the production and for the financial crisis, private companies were also decreased production. But consumption was not decreased (Storm and Naastepad, 2015). As a result, due to low production, export decreased and at a time, to comply with the consumers’ unchanged demand, imports had to be increased. And the negative balance of payment increased in high amounts (Storm and Naastepad, 2015).
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Balance of payment analysis of the UK (2012-2018/19): According to the above graph, the balance of payment was -227.6 billion (calculated in dollars) in 2016 which was the highest in last 20 years and decreased to -187.12 billion (calculated in dollars) in 2018. It happened due to the increased in the export of goods and services (80% of total export) and also increase in the local production (Brien and Harar, 2019).



2.2.1 Effects of Eurozone crisis on Aggregate demand


Figure 5: Effects of Eurozone Crisis on Aggregate demand (Source: (Brien and Harar, 2019)
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2.2.2 Effects of Eurozone crisis on Aggregate Supply


Figure 6: Effects of Eurozone crisis on Aggregate supply curve (Source: (Brien and Harar, 2019)

Changes in the national income will lead to changes in aggregate supply (Brien and Harar, 2019). At the time of the Eurozone Crisis, due to low employment and growth in business, wages, and profit of the entrepreneurs and business owner decreased (Brien and Harar, 2019). (Brien and Harar, 2019) also averred that high-interest rate and moderate rent were present at the time of the Eurozone crisis. Overall, the changes that happened in national income led to the switch of the Aggregate supply curve to the left.
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2.3 Evaluation of the fiscal and monetary policies implemented during the Eurozone Crisis period
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Figure 7: Economic Growth of the Derbyshire (Source: office for national statistics, 2020)

According to (Derbyshire Country Council, 2019) analysing Real GDP reveals the real economic growth of an economy as it removes the effects of inflation from total GDP. Derbyshire experienced overall -0.2% negative growth in GDP and the median weekly earnings of the people of this area are €556 in 2018; the employment rate was 75.6% from December, 2019- February, 2020 (Derbyshire Country Council, 2019). Overall East Midlands and Derbyshire’s economic growth was having a slow pace.
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3.2 Analysis of the importance of manufacturing in the context of Derbyshire and how that differs to that at the national level.

(Derbyshire Country Council, 2019) revealed that Manufacturing industry of Derbyshire produced £3.3bn of economic output employing more than 55000 employees in 2019. According to (Derbyshire Country Council, 2019), The total employment in the manufacturing industry of Derbyshire employees 18.9% people of total employment which is more than double nationally and Metal products, food & drink production manufacturing sub-sectors employed more than a third of the country’s total manufacturing workforce (Derbyshire Country Council, 2019). More than 4000 jobs were created additionally in recent 3-5 years in Derbyshire (Derbyshire Country Council, 2019). Moreover, Rolls Royce, BMW, Toyota Motor manufacturing UK are expanding their production units in North Derbyshire. Small and Medium Enterprises generated growth of 13% compared to the average of 9.7% of the UK (Derbyshire Country Council, 2019).

3.3 Analysis of the unemployment statistics of Derbyshire (structural unemployment and rural-urban divide)

According to (Derbyshire Country Council, 2019), the unemployment rate in Derbyshire was 0.9% and in South Derbyshire it was also 0.9% in 2019. Besides, about 1055 people have been looking for work since 2019 but this rate is below the UK’s national average rate which was 52.2% (Derbyshire Country Council, 2019). If a demographic analysis is conducted on the unemployment statistics of Derbyshire, it is found that total unemployed students were 19.6%; unemployed people looking after family were 26.3%; long term sick 28.9% and retired people 5.2% etcetera (Derbyshire Country Council, 2019).


Chapter-04: Conclusion and Recommendation

Macroeconomic indicators represent the real situations of an economy. The GDP growth rate of the UK in the recession period was -2.2% in 2008; at the time of the Eurozone crisis it was -0.423 in 2012; in 2015 it was 3.1%. if the inflation rate is analysed, it is found that it was 3.3% in 2010; 4.46% in 2012, and in 2019 it was 1.81%. The employment rate was quite good in the UK during the recession period which was 72.6% in 2008 but during the eurozone crisis the unemployment rate became 8.1% which later became 3.8% in 2019. The UK’s GDP growth was really slow at the time of recession and the eurozone crisis period and also inflation and the unemployment rate were very much high from 2008-2012 which demolished the economic growth pace of the UK. besides, the Balance of payment became negative in 2008 which was -175.14 billion in 2010 and was - 222.43 in 2012; and in 2018 it was -187.12 billion which means the UK is still having low export and high import. If recent data of macroeconomics is taken for consideration, then the UK should increase its investment in the production sector; try to control inflation and must give emphasize on local production and export-based industry. Cause UK still imports too many goods from foreign countries and export fewer products. If local industries can be expanded and maintained good quality, then after satisfying the local needs, the UK can export its products which will reduce the negative balance of payment. Derbyshire had -0.2% negative growth of GDP and also 75.6% of the employment rate. This is partly a poor growth. Derbyshire government should give more emphasizes on increasing GDP growth. But the Manufacturing industry in the Derbyshire area is doing good as this industry is employing more than 55000 employees and is producing £3.3bn of economic output. But depending on a sole sector can be risky. There should be expansion in the service industry in the Derbyshire. BREXIT issues and the impacts of Coronavirus are affecting the UK economy negatively. Because of BREXIT, exports of the UK had already decreased and a devaluation happened in the Euro. Besides, because of the severe negative effects of COVID-19, manufacturing companies and service sectors remained closed for 2-3 months. To save the economy of the UK, the UK government should arrange subsidies and loans at a low-interest rate. Moreover, the UK government should try to start productions in a limited way and also find new foreign markets. Otherwise, the UK economy will fall into serious great depression again and it

will take many years to overcome this problem. This report has some limitations. Data of structural 21 |


and rural-urban divide unemployment were not found and moreover, time limit is too short to do this report. If more time get, it will be easy to do more theoretical and critical analysis.
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