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1 Background and introduction

1.1 The West Midlands Economic Strategy and the Scale
of the Challenge

The West Midlands Economic Strategy (WMES)Connecting to Success revealed a
£10 billion output gap between the region and the UK average, based on Gross
Value Added (GVA) per head. It went on to identify some of the key challenges
which contribute to that gap:

. Skills
. Enterprise
. Innovation

. Economic Inclusion
. Transport

In 2008 Advantage West Midlands commissioned the Observatory to develop a three
year programme of work around these key challenges identified in the WMES, to
complement the existing programme o f work on skills.

The focus of thiswork isaroundquant i f yi ng the 6Scale of the Chall
region in closing the output gap.

It is estimated that some 80% of this gap is attributable to industrial productivity
and the structure of businessesin t he regionés economy, while the
attributed to worklessness and low rates of employment.

The West Midlands Economic Inclusion Panel was established in 2008 to deliver the
aspects of the WMES that relate to economic inclusion, and to addr ess the 20% of
the output gap attributed to worklessness.

1.1.1 Better information and the Economic Inclusion Panel

The Panel has identified better information as crucial to informing its work. The
West Midlands Regional Observatory has been undertaking a three-year programme
of research and analysis to inform the work of the Panel and complement the work
of other strands focussed on closing the output gap.
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The Observatoryds research on economic inclusion
Advantage West Midlands, complemented by extensive partnership working with

partners from the Economic Inclusion Panel who form a data group and advisory

group to link the research to the panel.

In 2009 the Observatory produced the Economic Inclusion Baseline report which, for
the first time, provided comprehensive analysis of the key issues facing the region
in terms of economic inclusion and worklessness.

Since this analysis the economic recession has had a major impact on employment

in the region, and unemployment has grown ra pidly. The aim of this annual report is

to identify how the regionds worklessness issues
the long-term issues identified in the baseline report remain.

The findings of this annual report will inform the work of the Economi ¢ Inclusion
Panel and its associated partners.
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2 Key Messages

2.1 The impact of the recession

The recession has seen a shortterm change in the level and make -up of the
workless population, but things are already beginning to recover. The long -term
issueswe identified in our baseline report remain.

Certain issues we identified (youth unemployment and employment of those with no
qualifications) have been exacerbated by the recession. These groupshave been hit
harder by the recession than others and may need more support as a result.

Evidence suggests that there has been increasing flexibility in the labour market
which has prevented unemployment rising to the levels many expected, but this
could mean we are masking the extent of the reduction in employment an d storing
up problems for the future.

2.1.1 Headline impact of the recession

The recession has seen significant changes in the composition of the workless
population in the region with nearly 100,000 more unemployed people. Economic
inactivity has remained stabl e.

The level of ILO unemployment ! in the region has increased from 168,000 to 264,000
people. As a result of the increase in unemployment the overall workless population
has grown from 886,000 to 979,000 between 2007 and 2009.

In the early stages of the recession, the growth in worklessness and in
unemployment was greater in the region than elsewhere, widening the gap with
England. More recently the gap has started to narrow again as worklessness and,
particularly, unemployment have fallen quicker than na tionally.

Despite this early recovery, the gap between the regional and national worklessness
rates has increased from 1.8 percentage points to 2.7 between 2007 and 2009.

1 ILO unemployment is the official definition of unemployment and includes only those who are
actively seeking and available for work.
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Unl i ke previous recessions, there hasnot
inactiv ity or in claimants of Incapacity Benefits/Employment Support Allowance
(IB/ESA). This is encouraging because inactive people are further from the labour
market. The Incapacity benefit (IB) caseload remains stable at 239,000; IB claimants
still outnumber the 159,000 Jobseekers Allowance (JSA) claimants.

In the early stages of the recession, unemployment grew quickly in some places
which were not traditional hot -spots, such as Cannock, Redditch, Tamworth and
Kidderminster. However, these places have begun t o recover more quickly whilst
places like Birmingham, Sandwell and Wolverhampton continue to see rising levels
of unemployment. As a result, the gap between the best and worst performing local
authority districts, in terms of JSA claimant rates, has risen from 4.1 percentage
points (range 1.1 to 5.2) to 6.0 percentage points (range 2.3 to 8.3).

2.2 Impact on key demographic groups’

While increases in unemployment have been widespread, the increases have not
been level across all demographic groups. Those with n o qualifications, and young
people, have seen much higher increases in worklessness than other groups, and
these were both groups which were already subject to high rates of worklessness.

Young people (aged 16-24) have been hit harder than other groups du ring the
recession, with their unemployment rate rising by 7.2  percentage points to 24%.
This rise is similar to the rise seen elsewhere in England.

People with no qualifications have also been hit hard, with worklessness rising by

5.7 percentage points t o 59%. This is substantially larger than the national growth,
so the gap between regional and national figures has increased from 0.6 percentage
points to 3.4 percentage points.

Male employment rates have fallen by more than female, so the gap between the
sexes has decreased. The gap between the region and England has increased more
for males than for females.

People from non-white ethnic groups and people with disabilities or long -term
health problems have, if anything, been slightly less affected by the recession than
other groups, although rates of worklessness in these groups remain significantly
above average.

The following groups were previously identified as having high rates of
worklessness and the issue has been significantly exacerbated by the re cession:

2 For further detailed analysis of groups at high risk of worklessness see our work on multiple
risk factors
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e Young people
e Those with no qualifications

The following groups still have high rates of worklessness, but the gap in their
employment rate has not been worsened by the recession:

e BME groups
e Those with a health problem / disability

Issues/gaps which have emerged and may be short -term :

e The gap in male employment between the West Midlands and England has
increased from 1.8 percentage points in 2007 (77.2% in the West Midlands
compared to 79.1% in England)to 3.1 percentage points (73.2% in the West
Midlands compared to 76.4% in England) in2009. The female gap increased
from 1.8 percentage points (68.0% in the West Midlands compared to 69.8%
in England) to 2.2 percentage points (67.1% in the West Midlands compared
to 69.4% in England)

e Previously there was no gap between the employment rate of older people in
this region and nationally, while now a gap of 1.6 percentage points has
emerged.

2.3 Prospects for recovery

Unemployment has risen less in this recession than expected, based on experience
from previous recessions. Anecdotal evidence suggested that this was because of
more flexible approaches to labour retention. Data is now starting to back this up.

Rises in underemployment and insecure employment:

e There has been an increase in the proportion of employed men who are in
part-time or temporary work (although not for women).

e Amongst both sexes, a much greater proportion of those working part -time
or on a temporary basis are doing so out of necessity rather than choice.

While this is evidence of positive and flexible approaches by employers, it may
mean that some of the impact of the recession has been masked by rises in under -
employment rather than unemployment.
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Once employment begins to increase, those who remained in work, even if on
reduced hours or shortened contracts, may be better placed to take up permanent
full -time employment opportunities than those who are workless.

Previous recessions led to many people giving up the search for work and becoming
economically inactive, leading to lon g term exclusion from the labour market and in
many cases reliant on non-job seeking benefits *.

As a result of this latest recession, increases in medium and long-term
unemployment have not led to increase s in economic inactivity so far. This is a
positive outcome at this point but it is still early in the recovery period and it will
be important to continue to monitor levels of economic inactivity.

The proportion of JSA claimants who become long-term claimants (over 1 year
claiming) has increased. Of claimants joining the register at the beginning of 2009,
around 16% were still claiming after a year compared to around 10% for those first
claiming in mid 2007. However, signs are that this is easing amongst more recent
claimants.

Despite this, exit rates fro m JSA are substantially higher than during the recession
of the early 1990s when over a quarter of claimants remained on the register at 12
months.

The Observatory has undertaken detailed analysis of future employment prospects
for the region post -recession. This provides a comprehensive assessment of the

regionds future empl oy men tepogtisavailtbbetoo ppor tuni ti es.
download from our website.

® For further explanation see Economic inclusion baseline report for the West Midlands 2009
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3 Long term issues facing the region

The 2009 Economic Inclusion Baseline Report dentified a number of key issues
facing the region in addressing its worklessness problem. The aim of this annual
report is to examine to what extent these issues remain following the recession, and
whether any new issues have emerged.

This section will r emind us of what the main issues identified were. We will then go
on to look at how the profile of worklessness has changed.

The Baseline report took a baseline on most measures to the end of 2007. In this
report we will update to the end of 2009, and on  headline measures to early 2010.

The focus of the Economic Inclusion Panel is on addressing worklessness. It is
important to use a broad definition of worklessness as looking at unemployment
alone excludes the economically inactive, and therefore those on incapacity
benefits, many of whom may have the potential to re -enter the labour market given
the right support. We therefore talk of worklessness in terms of all of those not in
employment. The worklessness rate is therefore the inverse of the employment

rate.

To the end of 2007 we identified the following key issues:

¢ In addition to high unemployment we found high levels of economic
inactivity, particularly centred around people who were not working due to
ill -health and disability.

e Wealsofoundlowrates of empl oyment in the regionds wur
profile of worklessness varies between these areas however. For example,
Stoke-on-Trent had a very high rate of incapacity benefit claimants, while
Birminghamés cl ai mants wereseae@nse | i kely to be
Allowance.

Among the workless, certain groups, as follows, were found to be heavily over -
represented. While the worklessness rate for the general population of working age
in 2007 was 28%:

e Among those with a limiting iliness or disability it was 52%
e For people from the Black / Black British ethnic group it was 44%
e For those with no qualifications it was 53% and

e For those from the Pakistani/Bangladeshi group it was 57%
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Among young people, unemployment was found to be three times higher than
among the general population, and almost 1 in 3 claimants of JSA were aged 18 -24.

3.1 The growth of Incapacity Benefits

The growth of incapacity benefits over a prolonged period has led to people on this
type of benefit outnumbering those on unemployment benefit, and  this has been
the case for over 15 years.

As Chart 1 below illustrates, the two previous recessions of the 1980s and 1990s saw
spikes in unemployment benefits but, while this declined, the numbers of people on
sickness benefits grew. By the mid -1990s sikness benefits outhnumbered
unemployment benefits and continued to grow right up until 2008, when 239,000
people in the West Midlands were claiming incapacity benefits (IB). Most of these
claimants were long -term, with a return to work for IB claimants unli  kely. The most
common reason for claiming IB was mental or behavioural disorders, the majority of
these being disorders such as depression, anxiety and stress, all of which can be
treated and need not lead to long -term exclusion. Relatively few claims are due to
psychoses. Further analysis of the mental health problem can be found in our
spotlight report. *

Chart 1: Looking at long -term problems - UK

® L one parent benefits
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Source: Realising Potential: A Vision for Personalised Conditionality and Support

4 Mental Health and Employment in the West Midlands
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3.2 The Scale of the Challenge within the region

In our baseline study we also found significant differences in the concen trations of
workless people throughout the region, and we analysed how many people would
need to be moved into work in each local authority area in order for that area to
reach the national average employment rate. The different volumes and gaps are
illust rated in the map below.

Chart 2: Scale of the challenge within the region dpre-recession

Stoke on Trent
44.800

to close gap 6,700

Telford and Wrekin
27,400

to close gap 1,500,

, Wolverhampton

49,300
to close gap 12,800

Staffordshire
116,900
Walsall
{ 44,500
T1__to close gap 6,100
Birmingham

230,000
_to close gap 70,700

Sandwell

60,300
to close gap 15,80

Coventry

1o close gap 2,600

Solihull
20,500

Worklessness rate

[ 32to 37% (above England average)  [] 23 to 25% (below England average|
[E] 26 to 31% (above England average) [l 21 to 22% (below England average)

" . L . (c) Crown Copyright. All rights reserved
Source: Office for National Statistics (Annual Population Survey, 2007)  advantage West Midlands, 100030383 (January, 2009)

Worklessness is higher among residents of some localities in the region, and getting
these areas and groups up to the national rate of employment presents a great
challenge.

In order for the region al employment rate to match the national rate, in total
64,500 presently workless West Midlands?d
employment.

The challenge for urban areas to match the rate of worklessness in England is
greater, as their rates of worklessnes s are higher. So in Birmingham alone, 70,700
people would need to enter employment.

Among local authorities, rates of worklessness range from 37% in Birmingham to 21%
in Warwickshire.

The areas in green have employment rates already above the England average.
These are Dudley, Herefordshire, Shropshire, Solihull, Staffordshire, Warwickshire
and Worcestershire.
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In order to match the national rate of worklessness:

o A third of Birminghamds workless popul atio
employment and

o Aquarterof Wol ver hampt onds and Sandwel |l 6s wor kI
would need to enter employment.
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4 Headline impacts of the recession on the
region

4.1 Key headline data

Since we produced the baseline report there have been substantial changes in the
labour market due to the economic recession. The effects of the recession on the
headline employment, unemployment and economic inactivity trends are presented
in Table 1 below.

Table 1: Change in headline indicators between 2007 and 2009
2007 2009

Level Rate Level Rate

Employment
(level and rate are for working age 2,376,000 72.8% 2,323,000 70.3%

population)
Unemployment
(level and rate are for those aged 168.000 6.3% 264.000 9.7%

16+, rate is % of economically active
population)

Economic inactivity
(level and rate are f or working age 720,000 22.1% 719,000 21.8%

population)

Worklessness
(level and rate are for working age 886,000 27.2% 979,000 29.7%

population)

Source: Office for National Statistics (Labour Force Survey, 4 -quarter averages)

4.2 Employment

There has been agap between the employment rate in the West Midlands and the
national (English) employment rate for a long time, and this gap has increased since
2007.
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In 2007, the regional employment rate was 72.8%, nearly 2 percentage points below
the national (English) average of 74.6%.° The West Midlands had the 6" highest
employment rate of the nine English regions.

Although the employment rate has fallen in both the West Midlands and England, it
has fallen by more in the region resulting in the gap between the reg ional and
national employment rate of 1.8 in 2007 growing to 2.7 percentage points in 2009.
This reflects the heavier impact of the recession on the West Midlands.

Chart 3: Employment gaps with England

80%

m West Midlands

England

75%

Gap=1.8 i

Employment rate (%)

Gap=27 I

70% -

65% -

60% -

2007 2009

Source: Office for National Statistics (Labour Force Survey, 4 quarter averages 2007 and 2009)

® Figures based on four quarter averages from the Labour Force Survey
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Chart 4: Employment trend
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Source: Office for National Statistics (Labour Force Survey, seasonally adjusted data)

The latest regional empl oyment rate (Nov -Jan 2010) is now 70.3% compared to a
national rate of 72.5%°. The gap between the employment rate in the West Midlands

and England has reduced slightly and the gap as at January 2010 was 2.2 percentage
points.

The region is now (Nov-Jan 2010) joint 6 ™ (with the North East) on the regional
rankings.

4.3 Unemployment

There have been similar dramatic changes in unemployment. The steep rise in the
unemployment rate in the region from August 2008 and the widening gap with the
national average show the disproportionate effect that the recession had on the
West Midlands, especially during the early stages of the recession. However, since
the peak in mid 2009, u nemployment fell faster in the West Midlands than
nationally, so the gap reduced.

® Labour Force Survey (LFS) data
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Chart 5: Unemployment trend
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Source: Office for National Statistics (Labour Force Survey, seasonally adjusted data)

In 2007, the unemployment rate in the region was 6.3%compared to 5. 4%nationally
and the West Midlands had the 2nd highest unemployment rate of the English
regions. By January 2010 the region had an unemployment rate of 9.5%, the joint
highest unemployment rate of all the English regions (with the North East). There

are now (Nov-Jan 2010) 254,000 people in the region unemployed and looking for
work compared to approximately 1 68,000 in 2007.

4.4 Economic Inactivity

It is important to m onitor levels of economic inactivity as previous recession have
resulted in large -scale increases in inactivity following economic recovery, leading,
for many people, to the long term exclusion from the labour market and reliance on
non-job seeking benefit s which we have identified.

Economic inactivity rates have not changed substantially due to the recession with

the trend over the last six years showing a fairly flat picture both regionally and
nationally.

At the moment the increases in inactivity follo wing previous recession do not seem
to be recurring, but it is still early in the recovery stage and this will need to be
monitored over the coming year.
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Chart 6: Trend in economic inactivity
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4.5 Worklessness

The changes that we have seen in employment mean that t here have also been
significant changes in levels of worklessness since 2007. Worklessness is defined in
all of our research as the percentage of the working age population who are not in
employment; it is therefore the opposite of the employment rate.

In 2007, there were nearly 886,000 workless people in the region dthat is people
who were not in employment dand the worklessness rate was 27.2%. In 2009, the
number of workless people in the region rose to 979,000 and the worklessness rate
to 29.7%. This compares with 27.0% in England. The chart below illustrates how
rates of worklessness have increased in the West Midlands and England.

" ONS, Labour Force Survey, 4-quarter average
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Chart 7: Worklessness trend

35%

—\West Midlands

England
30%

not in employment

25% ,\/\

% of the working age population

20% T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T
<t < 1) 0 0 © © ~ ~ ~ [ee} o) o)) [} o
Q o =] o =] o =} o o =3 =3 o o = =
8§ &8 8§ /% &8 §8 8 8 8 8 &8 8§ 8 §
T =) c c > = o o = [5) > = ] o =
121235 ¢¢8 3¢ 293 1%
c 5 5 <] T 3 < c
s 3 2 £ & & 8 § = 6 £ 2 § 3 2
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5 How the profile of worklessness has

changed

5.1 How the composition of the workless popul ation has

changed

The population of workless people can be broken down according to the reasons
why they are workless. They include people who are unemployed or economically
inactive due to sickness/disability, looking after a family/home, being a student or

early retirement.

The chart below shows how the breakdown of the workless population has changed
between 2007 and 2009. The main change is that the unemployed (those actively
looking for and available for work) has grown while the other workless catego ries

have remained relatively stable.

Chart 8: Worklessness breakdown oWest Midlands
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Source: Office for National Statistics (Labour Force Survey, 4 quarter average - 2007 and 2009)
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The number of people who are unemployed has risen by nearly 100,000 people. 8
Consequently, people who are unemployed now make up a larger proportion of the
workless population (27% compared to 19% in 2007).

There has been a small drop in the number of people who are economically inactive
due to early retirement, sickness/disability, or looking after a family/home but a
rise in the number of students.

The slight decline in the numbers of those out of work because they are sick or
disabled (from 193,000 to 184,000) is possibly due to changes to the benefit system
from October 2008 which made it more difficult for new claiman ts to go onto
sickness benefits. This will be explored further in  section 7.2.

Looking at the proportion of the working age population in each of the groups also
shows a similar picture (see Chart 9). There has been little change in any of the
rates except for the proportion who are unemployed, which has increased from 5 %
to 8% of the working age population. ° This has taken the regional worklessness rate
from 27 to 30%.

Chart 9: Worklessness rates o West Midlands

u |LO unemployed Inactive -family/home ® |nactive -sick/diasbled
Inactive -student ® |nactive -retired Inactive -other reason

Worklessness

2007 rate = 27%

5.6%

Worklessness

2009 rate = 30%

6.4% 5.9%

0% 5% 10% 15% 20% 25% 30%

% of working age population

Source: Office for National Statistics, Labour Force Survey. 4 quarter average 2007 and 2009

Since 2007, then, the increase in the number of workless people in the region

overall has been concentrated in the group who are unemployed. This is an effect of
the recession. There have been much smaller changes amongst the economically
inactive population, mainly in a downwards direction.

® This is the number of working age unemployed and will differ from the official level of
unemployment, shown elsewhere in this report, which is for people aged 16+.

® This figure is different from the unemployment rate which is the proportion of the
economically active population aged 16+ who are unemployed.
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The fact that the economically inactive population has not increased significantly
during the recession can be seen as a positive as previous recessions have seen big
increases amongst this group. People who are economically inactive are, by
definition, not actively looking for work and are therefore further from the labour
market than t hose who are unemployed.'® In the recovery from the recession i t will
be important to ensure that the large numbers of people who became unemployed

do not give up actively looking for work and so move into the inactive group.

5.2 Subregional worklessness

We will now look at how the recession has affected different localities in the

region. All local authorities have seen an increase in the numbers of people claiming
Jobseekers Allowance (seesection 7.4.2) but they have not all necessarily seen an
increase in rates of worklessness. Chart 10 below gives an indication of change in

worklessness rates.

Chart 10: Impact of the recession on worklessness within the region
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% To be defined as unemployed a person has to be actively looking for work and available to

start work.

™ The changes between the estimates for each year are not necessarily statistically significant

as the confidence intervals between the two estimates are overlapping.
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Looking at a very broad definition of urban and rural areas *2, the recession does not

appear to have affected worklessness rates in rural or urban areas differently dboth
groups of local authorities have seen increases in their worklessness rates of just
under three percentage points. However, urban local authorities still have much
higher rates of worklessness (33%) than rural authorities (24%).

The reason that not all local authorities have seen an increase in worklessness rates
since 2007 is that worklessness is driven by levels of economic inactivity as well as
unemployment. As we have already seen the economically inactive populat ion
includes people who are sick/disabled, looking after a family/home, students, and
early retired. Changes in any of these groups can influence overall rates of
worklessnesg?®,

Unemployment rates have increased among all local authorities in the region since
2007 (see Chart 11).

Chart 11: Impact of the recession on unemployment within the region
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13 Section 7.4.2 examines increases in JSA claimant rates and gives further insight into sub-
regional changes.

 These are estimates of unemployment and there will be levels of sampling variability around
each estimate. Not all of the increases in unemployment are statistically significant.
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In general, the local authorities which had the highest unemployment rates in 2007
still have the highest rates in the most recent data and these tend to be the more
urban local authorities. Sand well has seen a particularly large increase in
unemployment rates, rising by over six percentage points to 14.6%. This means that
Sandwell has the highest unemployment rate of any local authority in the country
(although it is not significantly higher than the other local authorities in the top 10).
Birmingham and Wolverhampton also feature in the top 10 local authorities
nationally with the highest unemployment rates. In contrast, in 2007, only
Birmingham featured in the top 10.

Chart 12 shows how the regional workless population is distributed within the

region. The height of the bars shows the worklessness rate in each local authority

and there are six local authorities which have worklessness rates higher than the

regional average. The width ofthebars i s proportional to the
working age population resident in each authority. The numbers show the number of
workless people in each local authority area.

Chart 12: Volume of worklessness
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Source: Office for National Statistics (Annual Population Survey, Jul 08 dJun 09)

Birmingham and Sandwell local authorities have th e highest rates of worklessness,
at 40% of the working age population (the regional average = 29%). Due to the
greater number of people living in Birmingham, Birmingham also has by far the
highest volume of workless people in the region. In fact, Birmingha m has more than
double the number of workless people (252,000) than Staffordshire (116,000) &
which has the second highest total number of workless people, although a much
lower rate of worklessness than average.

This is a similar picture to that illustrat ed in the baseline report, and there has not
been a significant shift in the relative distribution of worklessness in the region.
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6 Impact of the recession on key
demographic groups

As shown earlier, employment rates in the region have dropped substantially since
2007. In this section we explore whether employment rates have dropped by the
same extent for all groups or whether some groups have been disproportionately
affected by the recession. We also look at whether changes in employment rates for
groups within the West Midlands have mirrored national changes or whether the
gaps with England have become more pronounced.

For further analysis of worklessness among key demographic groups, including those
with multiple risk factors, see our research on Worklessne ss: The impact of
demographics and multiple risk factors on www.wmro.org

6.1 In summary dimpact on demographic groups

Overall the regional workl essness rate increased from 27.2% in 2007 to 29.7% in
2009, a rise of over two percentage points. The changes have not been universal
however; some groups have seen larger than average increases and have been
disproportionately affected by the recession, wh ilst other groups have seen slight
falls in worklessness rates (see chart 13)*.

The key impacts are:

¢ People with no qualifications dworklessness up by 5.7 percentage points to
59%

e Young people dunemployment up by 7.2 percentage points to 24%

This meansthat among people of working age who have no qualifications nearly
three out of five are now not in employment.

People from a Pakistani/Bangladeshi ethnic group have also seen a larger than
average increase in worklessness rates, rising by just over 5 percentage points.

151t should be remembered that all of these rates are estimates from a survey and there will be
sampling variability around each estimate. For some of these groups the change in worklessness rates
between 2007 and 2009 is not statistic ally significant. Estimates for minority ethnic groups will have
particularly large sampling variability due to the relatively small population sizes. More robust data for
ethnic groups are available from JSA statistics dsee section 7.4.4
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Some groups have actually seen a decrease in worklessness rates between 2007 and
2009 dthese are people with a long -term health problem/disability and people from

an Indian ethnic group. However, these groups still have above average level s of
worklessness.

Chart 13: Worklessness rates for key groups dWest Midlands
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Source: Office for National Statistics (Labour Force Survey, 4 quarter average 82007 and 2009)

6.2 Age

Turning to look at how employment rates for different age groups have been
affected by the recession, there are several interesting points to highlight.

Firstly, the biggest falls in employment rates have been amongst the youngest age
group (16-24 year olds), followed by 25 -49 year olds and then the smallest drop
amongst those aged 50 to retirement. This pattern is the same in the West Midlands
as nationally.

6.2.1 Young people

The employment rate of young people (aged under 25) has fallen by 4.7 percentage
points, almost double the average rate of decrease for working age people in the
region (2.5 percentage points). It is important to note that this fall in employment

is not due to increases in the number of students, as unemployment has also risen
dramatically among young people.
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Youth unemployment in the region has increased by 7.2 percentage points, from
17% to 24.2%. This is more than twice as high as the overall regional unemployment
rate for 2009 of 9.7%.

Young people were more likely to be made redundant than older age groups (see
section 8.2.1)

Employment rates amongst the younger age group were already much lower than for
people aged over 25, and they have now been affected most by the recession.

Overall, the gap between the employment rates of younger and older age groups
has widened.

Chart 14: Employment gaps with England dage
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Source: Office for National Statistics (Labour Force Survey, 4 quarter averages 2007 and 2009)

It is also important to look at where there are gaps with England and how these
gaps have changed since 2007.

The biggest gaps betwee n t he West Mi dl ands® and Engl andds el
amongst the youngest age group. In 2007, this gap was more than 5 percentage

points di.e. the employment rate of young people nationally was over 5 percentage
points higher than regionally.

However, this is the only age range in which the drop in employment rates
nationally has been greater than regionally, meaning that the gap with England has
narrowed slightly (see Chart 1 5). So, although young people have been hardest hit
by the recession, the im pact in the region has been slightly less than nationally and
so the gap has narrowed.
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Chart 15: Employment gaps with England dage
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6.2.2 Older people

The older age groups have seen bigger falls in employment regionally than
nationally meaning that gaps with England have i ncreased.

For people aged between 50 and retirement, there was no difference between their
employment rates in the West Midland and England in 2007. However, a gap of just
under 2 percentage points has nhow emerged (see Chart 15 above).

6.3 Gender

Both male and female employment rates have fallen since 2007. Male employment
rates have fallen by more than female rates both regionally and nationally. As the
region has seen bigger falls in employment than the national average this has meant
the gap in employment r ates between the West Midlands and England has increased,
especially for men.
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Chart 16: Employment gaps with England - gender

m England
100% West Midlands
— Gap
S 8% p—
Q
: I I
c
GE) 60% 1— ————— — F——— — —
>
°
[=%
£
W 40% +— ————— —— F—— — —
20% — ————— —— F—— — —
0% +——— — — — — —

~ (2] ~ [e2] ~ (2]

o o o o o o

o o o o o o

N N N N N N

All working age Males Females

Source: Office for National Statistics (Labour Force Survey, 4 quarter averages 2007 and 2009)

The employment gap between the region and England for men has increased from
1.8 percentage points to 3.1 percentage points and for females from 1.8t0 2.2
percentage points (illustrated by the red lines on chart 16 above).

As female employment rates have not dropped as much as males, there has been a
slight narrowing of the gap between male and female employment rates both
regionally and national ly.

6.4 People with no qualifications

Much of the fall in employment has affected people who have no qualifications. The
West Midlands has the second highest proportion of its population with no
qualifications of the English regions: Currently around 12% ofall working age people
in the region - nearly 400,000 people - have no qualifications. *°

Since 2007, the employment rate of people with no qualifications has dropped by

5.7 percentage points to just 41. 1% in the West Midlands. This is the biggest drop of
all the demographic groups we have looked at and indicates that this group of

people has been particularly hard hit by the recession.

Nationally, the employment rate for people with no qualifications has fallen by 2.8
percentage points (less than half the re gional fall), meaning this group has been
more badly affected in the West Midlands than nationally.

% ONS, Labour Force Survey, Oct to Dec 09 quarter
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Consequently, the gap between the employment rate for people with no

qualifications in the West Midlands and the national rate has risen from just 0.6
percentage points to 3.4 percentage points between 2007 and 2009. This is now one
of the biggest regional gaps of all the demographic groups after people from non -

white ethnic groups and young people.

The large volume of people with no qualifications in this r

egion and the fact that a
large gap has appeared with England means that this group of people are
contributing substantially to the overall regional employment gap.

Chart 17: Employment gaps with England  dno qualifications
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6.5 Ethnicity

Our previous research has identified that people f r o m

s ome

of

the regionos

ethnic groups are subject to low rates of employment, and this was explored further
in our spotlight report. *” The recession has had a major impact on the employment
of all groups, but the gaps have not increased, and pe ople from white ethnic groups
have seen greater falls in employment since 2007 than people from non -white

ethnic groups:

There has been a fall of 2.2 percentage points in the employment rate of white
people living in the West Midlands (compared to 1.5 perc entage points nationally),
and a fall of 1.3 percentage points in the employment rate of people from non -
white groups (compared to 1.1 percentage points nationally).

Y Employment and black and minority ethnic groups in the West

Midlands
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Chart 18: Employment gaps with England  dethnic group
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This has meant the gap between the employment rates of wh ite and non -white
groups regionally has narrowed slightly, although it is still substantial at over 19
percentage points and this is gap is greater in the region than across England.

The gaps with England have increased for white people and increased sligh tly for
non-white people. So, for white people, the gap between the employment rate in
the West Midlands and England has doubled from 0.8 percentage points in 2007 to
1.6 percentage points in 2009. For people from non -white groups the gap is much
larger but has only increased slightly from 5.1 to 5.3 percentage points over the
period.

Further analysis of claimant rates for ethnic groups is provided in section 7.4.4.3

6.6 Health problems

Our research has previously highlighted that those with a long -term healt h
problem/disability have low levels of employment (48% in 2007).

Since 2007 the employment rates for people with a long -term health
problem/disability have actually risen slightly in the region and have remained
stable nationally. In the West Midlands, th e employment rate for people with a
long-term health problem/disability rose by 1.3 percentage points to 49.9% (though
this is still a long way below the average employment rate of 70.3).

Economic Inclusion Annual Report 2010 Page 32 of 66
West Midlands Regional Observatory



The gap between the rates in the West Midlands and England has narrowed to 1.5

percentage points (from 2.8 percentage points) and this gap is narrower than for
people of all working age.

These changes are still fairly small, and confidence limits around the estimates

mean that they are not necessarily statistically signif icant, but it is still interesting

to note that this group doesndt appear to have b
recession. There have been changes in the benefit system that have coincided with

the recession, which mean that more support is now provided to people with a

health problem to re -enter work (see section 7.2 for more details on Employment

and Support Allowance). However, this wouldndt in itself expl
seems to have fared better in the region than nationally.

Chart 19: Employment gaps with England & health problem
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7 Out-of-work benefits

In this section we look at the number of people claiming the four out -of-work
benefits:

¢ Incapacity benefit (IB)/Employment and Support Allowance (ESA)
e Jobseekers Allowance (JSA)

e Lone parents (LP) on Income Support (IS)

e Other income related benefits

The proportion of the working age population claiming these four benefits is the
definition of worklessness used in National Indicator 152 and used by Local
Authorities to measure worklessness.

7.1 In summary: all out -of-work benefits

The West Midlands has higher claimant rates across all types of benefits when
compared to England, and has the third highest claimant rate of the regions.

The regional rate for the four out -of-work benefits increased by 59,000 people from
13% to 15%between 2007 and 2009, but this increase is due almost exclusively to
increases in Jobseekers Allowance.

JSA was the only type of benefit to increase since 2007, with the greatest increase
happening during 2008. It is now falling. The gap in JSA claims b etween the West
Midlands and England has widened.

Incapacity Benefit/Employment Support Allowance and Lone Parent Income Support
claims have not changed significantly since 200 7 even with the recent changes to
the benefit system from 2008, although some p eople who would have claimed these
will have been diverted onto JSA under the new rules. Therefore, we can estimate
that some of the increase in JSA will be due to more lone parents and people with a
health problem claiming JSA instead of one of the other options.
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7.2 Changes to the benefits system

Trend analysis by type of benefit (see Chart 2 0) shows two main findings. Firstly,
the number of people in the region claiming Job Seekers Allowance (JSA) benefits
increased considerably since 2008 8 by more t han 80,000 between May 2008 and
August 2009. Secondly, the number of people claiming Incapacity Benefits (including
those claiming Employment and Support Allowance (ESA) since Oct 08) and Lone
Parents on Income Support (LP on IS) has not changed since Novmber 2004.

Chart 20: Little impact of changes to IB and lone parent benefits yet
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Source: DWP, working age client group data

The changes to the benefits system in 2008, notably the replacement of IB with ESA
and changes to eligibility rules for lone parents claiming IS ( see section 7.6 below
for more details on the lone parent changes) , may eventually lead to a decrease in
the number of people claiming benefits but this is not yet evident in the data.

ESA replaced Incapacity Benefits for new claimants from 2008, with movement of

the stock of IB claimants onto ESA due to start in 2011. O ne of the features of ESA is
t he f ocus oapabiltysfar warkeabher than their incapacity.  Thereis a
new eligibility test called the Work Capability Assessment (WCA) which identifies
people for whom work is feasible and who will have to undertak e some form of
work-related activity to claim ESA.

The WCA also identifies some people as being fit for work and therefore ineligible to
claim ESA. Figures from DWP show that between Oct 2008 (when ESA was
introduced) and Aug 2009, 39% of new claimants were found fit for work and
therefore ineligible to claim ESA. It is likely that a proportion of these people will
have made a claim for JSA instead.
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7.3 Levels of claiming the four out -of-work benefits

In terms of the number of people claiming benefits, since 2 007, 59,000 more people
in the West Midlands are now claiming out -of-work benefits. As a result of this, the
benefit claimant rate for the West Midlands increased between 2007 and 2009 from

13% to 15%.

When breaking this down by type of benefit, JSA was t he only benefit to increase

since 2007, due to job losses and rapid increases in unemployment.

Chart 21: Out -of-work benefit claimants 8 West Midlands
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Chart 22: Out -of-work benefit claimants 8 West Midlands
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The West Midlands has higher claimant rates across all types of benefits when
compared to England. The JSA gap between the West Midlands and England has
increased from 0.4 percentage points in November 2004 to 1.4 percentage points in
August 200. For IB & ESA and LP on IS the gap has remained the same (see Chart
23).

Chart 23: Impact of recession on main out -of-work benefits
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7.3.1 Out-of-work benefits - regions

In 2009 the West Midlands was the region with the third highest proportion of the
working age population claiming out -of-work benefits. This position has not changed
since 2007. Similarly, the gap with England has remaine d at two percentage points
since 2007.

Chart 24: Claimant rates: Out -of-work benefits
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7.3.2 Out-of-work benefits sub -regions

The sub-regional breakdown of claimant rates for out -of-work benefits shows
persistent differences across local authorities.

In 2009, there was a dif ference of 10 percentage points between Shropshire (the
local authority with the smallest claimant rates of out -of-work benefits) and Stoke -
on-Trent (the local authority with the highest claimant rate).

The balance of claimants of the different types of  benefits varies significantly,
however. It is notable that in Stoke and in t he Black Country, incapacity benefits
make up a greater proportion of the out -of-work benefit caseload than in other
areas, yet Birmingham, for example, has a greater proportion cl aiming JSA. This is
important as those on JSA are more likely to return to work than IB claimants,
although many people do tend to make repeat claims and move between work and
benefits. IB claimants are more likely to be disconnected from the labour market in
the long-term, indicating that those areas with high rates of IB have more
entrenched issues of engagement to address.
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Chart 25: Sub -regional claimant rates: out
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When reviewing changes between 2007 and 2009 the subregional picture is similar
to the regional on e. The JSA claimant rates were the only ones that increased
between 2007 and 2009 and increased across all the local authorities in the region.

Chart 26: Sub -regional claimant rates: out
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7.3.3 Demographic profile of out -of-work claimants

The proportion of working age p eople claiming out of work benefits in the West
Midlands increased between 2007 and 2009 for both men and women, in line with
national trends. Claimant rates in the region also remained higher than the national
rates for the same period. However, the gap b etween male and female claimant
rates widened considerably. By 2009 there was 2.6 percentage point gap between
male and female claimants in the West Midlands. This reflects the fact that more
men were affected by job losses than women, and mirrors the redu ction in the gap
between male and female employment rates (see section.6.3)

Chart 27: Out -of-work benefit claimant rates
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Source: DWP, working age client group data
Rates calculated using ONS midyear population estimates

The following figure shows the out -of-work population pyramid. This illustrates that
while more people across all ages claimed benefits in 2009 tha n 2007 in the West
Midlands, the under-25 age group gained more total claimants than other age groups
in this period.

Economic Inclusion Annual Report 2010 Page40 of 66
West Midlands Regional Observatory



Chart 28: Out -of-work benefit claimants age profile - West Midlands
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7.4 Jobseekers Allowance (JSAJ®

7.4.1 In summary d Jobseekers Allowance

Jobseekers Allowance is still the second most common out-of-work benefit claimed
by working age people in the region.

The West Midlands has the highest JSA claimant rate when compared to the rest of
the English regions but rates differ greatly within the region.

Rural areas had lower claimant rates in 2007 than urban areas but experienced
greater proportional increases in claims between 2007 and 2009 . However, in 2010
urban areas are continuing to see increases while those in rural areas have halted.
The gap between top and bottom local authori ty areas has grown.

Young people tend to be the group with the highest JSA claimant rates; 13.8% of
men and 6.3% of women aged18-24 claimed JSA in 2009.

The JSA claimant rates also increased for all ethnic groups in the region between
2007 and 2009.

'8 The JSA data in this section are ONS claimant count data and differ to the JSA data in
section 7.3 which are from the Department for Work and Pensions, working age client group
data.
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7.4.2 Changes in levels of JSA claimants

Between February 2007 and February 2010, the JSA claimant rate for the West
Midlands increased by 2 percentage points and at 5.3% is now the joint highest JSA
claimant rate of all the English regions. This compares with the England average
rate of 4.1%.

Even though all the regions faced an increase in JSA claimant rates, the West
Midlands had the third highest increase of 2 percentage points, only exceeded by
Yorkshire and the Humber (of 2.2 percentage points) and the North East (of 2.1
percentage points).

Chart 29: JSA claimants by Region
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Source: Office for National Statistics (claimant count, seasonally adjusted)

There has been an increase in the proportion of the working age population claiming
JSA since 2008 across all local authorities in the region. However, some of the large
increases we saw in the early part of the recession have now slowed and some of
the areas that were impacted heavily in the early part of the recession seem to be
entering a recovery phase with decreases in their claimant rate over the year to
February 2010 (see Chart 30). The local authorities with the highest claimant rates
have continued to see a rise in claimant rates to February 2010.

Over the whole period, Feb 2008 to Feb 2010, Stratford -on-Avon is the local
authority with the smallest increase (1. 2 percentage point i ncrease). Sandwell and
Walsall are the local authorities with the greatest increase for the same period of
time (3.7 percentage points). Wolverhampton is currently the local authority with

the highest JSA claimant rate in February 2010 (8.3 %).
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Chart 30: Increase in JSA clamant rate
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However, many rural areas experienced proportionally bigger increases in numbers
of claimants than urban areas between 2007 and 2009. Many of the rural areas saw
their claimant counts more than double, resulting in the very high prop ortional
increases illustrated in Chart 31 below. For example, eight local authorities from

the top ten are classified as rural, while from the bottom 10 local authorities,

seven

are classified as urban. The rates in the rural areas remain lower than the u rban
areas, though, as they started from a lower base.

Chart 31: Increase in JSA claims by LA between Feb 2008 and Feb 2010
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As the two maps below show, many more areas in the region now have medium or
high rates of JSA claimants. Whereas in 2007 JSA was heavily concentrated, it is
now less 9, and far fewer parts of the region have low claimant rates of less than
2% (yellow). The regional average in February 2010 was 5.3% compared to 2.8% in
February 2008.

Urban areas have consistently more JSA claimants than rural areas. Birmingham had
the most claimants in 2009, at more than 48,000. Sandwell, Wolverhampton,
Coventry, Walsall and Dudley had more than 10,000 JSA claimants each. As Chart 32
illustrates, the volume of JSA claimants is much higher in the urban areas.
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