


3.7 Future prospects

3.7.1 Employment projections

Forecasts prepared in 2007 before the onset of the current economic downturn
suggested that more than 80,000 net new jobs would be created in the region over
the 2007-2017 period, along with more than a million due to ‘replacement demand’
created by retirements, job moves and other ‘turnover’ effects. These figures may
need to be revised downwards depending on the length and depth of the downturn.
In the longer term, however, growth in demand for new and up-graded skills and
shifts in demand for labour from lower skilled operative and elementary occupations
to higher skilled managerial, professional and technical occupations is likely to
continue (See chart 9).

9 Projections of regional employment change 2006-2016

Professional occupations _
Managers and senior officials _
Sales and cusomer services -
Associate professional and technical _
Administrative and secretarial
Skilled trades
Process, plant and machine operatives Net New Jobs
W Replacement Demand
Elementary occupation
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-100 -50 0 50 100 150 200

Employment (thousands)

Source: REEIO West Midlands Regional Observatory 2008 9

At a sectoral level the focus for employment growth is expected to be health and
social care, business and professional services, wholesale and retail distribution and
hotels and catering. Further job shedding meanwhile, is expected in engineering,
other manufacturing, transport & communications and agriculture. In addition as
noted in chapter 6 shifts in the structure of the supply of labour and skills, with a
further ageing of the working age population and further growth in minority ethnic
populations in the region’s urban areas, are also set to continue.
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3.7.2 Realising the ambitions of the Skills Action Plan

While the improvements in the region’s economic performance are expected to
continue the West Midlands Economic Strategy and Skills Action Plan call for an
ambitious, long term step change in the region’s economic and skills performance,
with an emphasis on meeting the targets set in the Leitch Review of Skills’?. As
table 5 shows:

e By 2011 225,000 more working age adults need to have attained level 1
or above in literacy, 107,000 more need to have attained entry level 3
or above in numeracy, 368,000 more need to be qualified to level 2 or
above and 287,000 more need to be qualified to level 4 or above.

e The figures for 2020 are 422,000 for literacy, 567,000 for numeracy,
695,000 for level 2 and 407,000 for level 4.

2 The Leitch Review of Skills was commissioned by the Government in 2006
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Table 5: The Leitch targets and the scale of the task to achieve them from the
current baseline

-_ People of working age qualified to at least:

Level 1 literacy  Entry level 3 Level 2 Level 4
numeracy
Current Number of adults that 2,701,000 2,557,000 1,993,000 788,000
baseline have achieved each
qualification level
Proportion of the 83% 78% 68% 26%
working age population
2011 Leitch target 89% 81% 79% 34%"
(interim . ,
target) Sca.lt.e of the task’: 225,000 107,000 368,000 287,000
additional people that
need to achieve
qualifications to meet
the target
2020 (final  Leitch target 95% 95% 90% 40%
target)
‘Scale of the task’ 422,000 567,000 695,000 407,000

additional people that
need to achieve
qualifications to meet
the target

Source: Derived from DfES Basic Skills Survey (2003), LFS (2006), Leitch (2006)

The size of the challenge is particularly significant in a number of the region’s urban
areas with regard to the level 2 targets and especially the level 4 targets. Indeed,
even if the ambition to achieve a step changes in skills performance is achieved,
unless policy makers prioritise action to tackle skills and labour market
disadvantage:

e Those who are already relatively well qualified will continue to be the
most likely to improve their qualification levels

e Disadvantaged urban areas and groups such as older people and a
number of minority ethnic communities are likely to fall further behind

7® Based on the PSA target for 2011 — the Leitch review sets a target of 36% for 2014 for level
4 (to meet this 258,000 more people need to attain this level of qualification)
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Overall it is estimated that realising the ambitions in the Skills Action Plan would
result in significant benefits for the regional economy. It is expected that by 2020
there would be an increase of one percentage point in the region’s employment
rate from a current 72.9% to 73.9% (close to the current UK average of 74.1%), an
increase in GVA of some £25 billion (30%) and an increase in GVA per employee from
a current £35,700 (10% lower than the current UK average) to £37,500 in 2020 (6%
lower than the UK average) by 20207*.

Again, however, unless action to tackle skills and labour market disadvantage is a
key priority employment rates are expected to rise only marginally within
disadvantages areas and groups. In addition as detailed in chapter 2 growth in GVA
is likely to vary widely by sector:

e In fast growing, high value added sectors such as IT & telecoms, health
& social care, construction, transport, engineering and utilities, where
shortages of skilled and qualified staff have been a constraint on
growth, significant increases in GVA are expected.

¢ More modest growth in GVA is expected however in many lower value
added manufacturing industries such as food & drink, clothing &
textiles and process industries. Businesses already face a worsening
domestic economic climate coupled with growing competition from
overseas producers with a lower cost base and this would be
exacerbated by the higher wage demands of a more skilled and
qualified workforce.

" We carried out a programme work in collaboration with the LSC and Cambridge
Econometrics to assess the extent of the likely benefits. To download a copy of the report go
to
http://wmro.org/standardTemplate.aspx/Home/OurResearch/BusinessEconomy/Leitch
Research
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4 |ssues for key sectors of the regional
economy

This chapter explores the skills and labour market issues for key sectors of the
regional economy. These include trends in employment and changes in the
characteristics of the workforce, drivers of skills change and emerging skill needs,
investment in training and up-skilling, skill gaps in the workforce and skill shortages
in the labour market. Finally we look to the future in terms of expected patterns of
employment growth and explore how the potential benefits of meeting the
ambitions targets set by the West Midlands Economic Strategy and Skills Action Plan
are expected to vary by sector”.

Throughout this chapter we have used sector definitions that are based on the ONS
Standard Industrial Classification as available data is structured in this way. They
are also consistent with the sector definitions used by the LSC and the ‘footprints’
of Sector Skills Councils. Table 6 shows how the sector definitions map against AWM
clusters. The appendix provides full details of the industries included in each
sector.

Table 6: Sectors mapped against the AWM clusters

Transport technologies (Aerospace, Automotive and Rail), Engineering
Environmental technologies, Medical technologies

Food & drink, Interiors and Lifestyle Other manufacturing
Building technologies Construction
Tourism & leisure Hotels & catering
Specialist business & professional services Business & professional services
ICT ICT & Telecommunications
Tourism & leisure, Screen, image and sound Miscellaneous services

*(Sectors that don’t map directly to clusters are: Agriculture, electricity, gas and
water, wholesale and retail, transport, public administration, education, health
and social care).

7> 1t should be noted that much of the analysis covers the period up to 2007, one of significant
economic growth. This identifies a range of long term strategic issues but not the impact of the
subsequent economic downturn. Nevertheless initial analysis of the consequences of the
downturn on skills and labour market issues is included where available and we will be
updating the RSP Board on developments on a quarterly basis.
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4.1 Characteristics of the workforce

10 Comparison of employment share and growth by sector

High
Construction Hotels & catering
ICT and Telecommunications Business and Professional Services
Public Administration Health and Social Care
Education
el
(=3
o
o
1)
o
~
=
]
3
°
fé,“ Agriculture Engineering
7] Other Manufacturing Wholesale & Retail
13 ees
2 Utilities Transport
o
£
w
Low
Low High

Share of employment

Source: ABI West Midlands Regional Observatory 2008 10

While as discussed in chapter 3 overall regional employment levels are edging
upwards the shift in the balance of employment from manufacturing to services has
continued.

Sectors that have historically dominated the regional economy have shed significant
numbers of jobs over the last few years. Between 2001 and 2006 (latest data
available) employment in engineering and other manufacturing fell by nearly 70,000
and 42,000 respectively, as competition from China, India and other overseas
locations has led to firms either transferring production or ceasing trading. As tables
7 and 8 below show:

¢ In engineering nearly 40,000 job losses have been sustained in motor
vehicles, mechanical engineering and electrical engineering (see table
2)

¢ In other manufacturing there has been particularly significant job
shredding in ceramics and other mineral products, furniture and
clothing (see table 3).
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Table 7: Employment trends in selected engineering industries

Industry

34 : Motor vehicles
29 : Mechanical engineering
31 : Electrical engineering

33 : Medical technologies and
instruments

32 : Electronics

285 : Treatment and coating of
metals

30 : Office machinery and
computers

287 : Fabricated metal products
35 : Aerospace
275 : Casting of metals

2511 Rubber tyres and tubes

Source: ONS Annual Business Inquiry
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Table 8: Employment trends in selected ‘Other manufacturing’ industries

Industry Absolute Percentage
change difference
26 : Ceramics and other mineral 29,900 17,450 -12,450 -42%
products
36 : Manufacture of furniture 23,850 16,800 -7,050 -30%
18 : Clothing 7,000 1,800 -5,200 -74%
17 : Textiles 7,700 4,650 -3,050 -40%
222 : Printing 13,000 10,500 -2,500 -19%
15 : Food and drink 37,400 34,900 -2,500 -7%'®
284 : Metal forging, pressing, 13,300 11,300 -2,000 -15%
stamping
252 : Plastic products 21,100 19,050 -2,050 -10%

Source: ONS Annual Business Inquiry

A worsening economic climate, moreover, with a particularly sharp fall in orders
and workloads in the region’s manufacturing sector already leading to lay off and
redundancies’’, is compounding the problem and employment prospects are likely to
deteriorate further in the coming months.

Sectors that already account for a significant proportion of employment in the
region relative to the national average, meanwhile, have increased their
importance over the 2001-2006 period. Some 90,000 net new jobs have been
created in health and social care (48,000), education (22,500) and construction
(20,000 - although anecdotal evidence suggests significant numbers of jobs have
been shed during 2008). Sectors that have historically been under represented
relative to the national average meanwhile have generated significant net new jobs
over the period. In particular some 50,000 have been created in business and
professional services alone, notably in:

e Legal services and accounting industries - 18,500 net new jobs
(representing growth of 36% between 2001 and 2006)

e Recruitment and HR consultants - 13,000 net new jobs (representing
growth of 22% between 2001 and 2006).

"8 It should be noted that the ABI does not include many of the agricultural businesses involved
in food and drink manufacturing. AWM cluster research highlights significant job created within
these businesses

" September 2008 economic conditions report — prepared by Observatory for AWM
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e Other business services (includes credit agencies, conference and
exhibition organisers, design consultants and miscellaneous business
consulting) - 11,500 net new jobs (representing growth of 60% between
2001 and 2006)

e Property services - 6,500 net new jobs (representing growth of 25%
between 2001 and 2006 - although anecdotal evidence suggests
significant numbers of jobs have been shed during 2008)

4.2 Characteristics of the workforce

The characteristics of the workforce in terms of gender, age and ethnicity varies
widely by sector, with significant implications for the demand for and supply of
labour and skills.

4.2.1 Gender

11 Gender breakdown by sector in 2007

Agriculture etc |

Business and professional services |
Construction |

Education |

Electricty, gas and water 1

Engineering

Health and social care Male
4 M Female
Hotels and catering
ICT and telecommunications
Miscellaneous services
Other manufacturing
Public administration
Transport
Wholesale and retail
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Proportion of workforce
Source: LFS Oct-Dec 2007 West Midlands Regional Observatory 2008 11

As chart 11 shows, the construction (93%), electricity, gas and water (81%),
engineering (81%) and transport (80%) sectors are very much male-orientated while
health and social care (81%), education (70%) and hotels and catering (62%) employ
a disproportionate number of women, many of whom are employed on a part time
basis.
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4.2.2 Ethnicity

12 Proportion of sector workforce that is non-white in 2007

West Midlands all
i sector average
Hotels and catering

Transport |

Health and social work )

Business and professional services |
other Manufacturing |
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Wholesale and Retail |

Education |

Construction |

ICT and Telecommunications |

Electricty, gas and water

Miscellaneous services

0% 2% 4% 6% 8% 10% 12% 14% 16% 18%

Proportion of workforce

Source: LFS Oct-Dec 2007 West Midlands Regional Observatory 2008 12

While the hotels and catering, transport (both approximately 17%), health and social
care (approximately 16%) sectors employ a particularly significant percentage of
people from minority ethnic groups and the percentage employed in business and
professional services, other manufacturing, engineering and public administration is
above the average for all sectors, the percentage is much lower in sectors such as
education, construction, ICT and telecommunications, and electricity, gas and
water(see chart 12).

Minority ethnic groups are and will continue to account for a growing share of the
region’s working age population and employers will need to target them in future
recruitment if they are to meet their future employment needs.

Regional Skills Assessment 2008 51
West Midlands Regional Observatory



4.2.3 Age

Both the hotels and catering and wholesale and retail sectors have a predominately
young workforce, with 16-24 year olds accounting for 40% and nearly 30% of
employment respectively, as chart 13 shows. Forecasts suggest the numbers of
younger people in the region’s labour market will reduce significantly over the next
few years. It will be important therefore for employers to widen their recruitment
to include older people. Many that have left the workforce have not done so
voluntarily and represent a valuable, hitherto under-utilised, source of labour and
skills. Research shows that advantages of employing older workers include personal
qualities such as loyalty, experience and reliability, well developed skills in areas
such as communication and time management and practical advantages such as
good retention and less need for training and development’®.

Conversely a number of sectors, notably education, public administration, health
and social care and engineering have an ageing workforce with a significant
percentage of staff aged 50+. Many are set to retire in the next few years, taking
their skills and experience with them and therefore appropriate retention,
succession planning and training policies will be vital. Research conducted by AWM
reinforces these findings. Precision engineering and manufacturing firms, in
particular, have failed to invest in training and recruitment over the years and have
steadily become less attractive as career options for young people. It will be
important for these companies to invest in succession planning and the re-skilling
and up-skilling of those already in the workforce”.

78 Source: LSC older workers research 2008
" Source: AWM cluster skills research 2008
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13 Regional workforce by age and sector in 2007

Miscellaneous services |
Health and social care |
Education 1

Public administration 1

ICT and Telecommunications 1
Business and professional services 1
Transport 1

Hotels and catering |
Wholesale and Retail |
Construction |

Electricty, gas and water 1
Other Manufacturing 1
Engineering 1

Agriculture etc
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Source: LFS Oct-Dec 2007

4.2.4 Qualification levels

Proportion of workforce

West Midlands Regional Observatory 2008

Table 9: Qualification levels of employees in the West Midlands - 2007

Sector

Education

Health and social care
Electricity, gas and water
ICT and Telecommunications
Business and professional services
Public administration
Miscellaneous services
Agriculture etc

Engineering

Other Manufacturing
Construction

Wholesale and Retail

Hotels and catering
Transport

West Midlands average

England average

Source: LFS October - December 2007
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Less than level 2 (including

no qualifications)

18.7
16.5
16.7
16.9
25.2
17.4
33.2
28.6
32.5
41.3
31.2
38.6
31.5
38.7
13.8
13.5

13

Level 4+

53

60.6
47.6
471
46.3
37.3
37.2
29.6
27.2
22.3
21.0
18.2
15.9
15.8
14.7
31.5

33



Table 9 above shows that:

e A significant percentage of the workforce has less than level 2 or no
qualifications. More than 40% of employees in other manufacturing,
more than 38% in transport and wholesale and retail and more than 30%
in engineering, construction and hotels and catering either have no
qualifications or are qualified below level 2.

¢ While more than 60% of those working in education and nearly half of
those working in utilities, health and social care and ICT are qualified
to level 4+, the figure is less than a quarter for engineering and other
manufacturing and less than 20% for construction, wholesale and retail,
hotels and catering and transport.

e |t is also notable that less than 40% of staff in business and professional
services are qualified to level 4 or above. Previous research has shown
that lower value added activities such as labour recruitment and
industrial cleaning are more strongly represented than elsewhere in the
country. People with higher level skills going into the sector in the
region are more likely to go into lower skilled, lower paid jobs®

¢ Many of these people may be in an increasingly vulnerable position in
the future as organisations both shed lower skilled jobs and demand
new and upgraded skills from their employees in an increasingly
competitive marketplace.

4.3 Drivers of skills change and emerging skill needs

While in some sectors employment is increasing and in others it is falling, the
demand for new and upgraded skills is common to all. In particular there will be a
growing demand in the coming years for®":

e Skills for Life such as literacy, numeracy and communication skills,
computing and IT skills, problem solving and team working skills,
planning, organisation skills and customer relations skills at a high level
in land based industries®

e Technical and engineering skills, management and leadership skills to
transform business systems and gain competitive advantage, IT skills as
new technologies or equipment is introduced and problem solving and
team working skills in the engineering sector®:

8 For further details see the Observatory’s cross cutting issues paper published in 2006,
available via
http://wmro.org/resources/res.aspx/CmsResource/resourceFilename/890/Cross-
Cutting-Issues-K-Economy D7.0 Report AP.pdf

" For details of the industries that make up each sector see the appendix

8 | antra Sector Skills Agreements 2007

8 SEMTA Sector Skills Agreements January 2008
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e Up-skilling - due to an ageing workforce and an increased requirement
for managerial and technical roles and generic skills such as
communication, business development, customer service and the
ability to work in teams in ‘other manufacturing’®

e Up-skilling, with a growing demand for higher level managerial,
engineering and technical occupations and a need for enhanced IT skills
and more general professional development as well as basic skills,
leadership and management and customer-handling skills in the
electricity, gas and water sector®

e Up-skilling in the construction sector, with a mandatory requirement
for level 2 or 3 qualifications due to an increasing proportion of new
entrants to the sector with skill deficiencies and the shift towards a
more process driven industry. Skills in business development, design
management, option and risk appraisal, IT and knowledge of
legislation® are increasingly required, together with more management
focus on areas such as competitor analysis, competitive advantage and
formal benchmarking in the construction sector®’

e Up-skilling in the wholesale and retail sector, with an increased
demand for staff with NVQ level 3 and 4 equivalent qualifications.
Small retailers see customer-facing skills as the most important
priority. While large retailers also see customer service as important,
commercial, leadership, management, product knowledge and selling
skills are also seen as crucial as their business operations become more
complex®. Other generic skills which also need improving include: oral
communication, team working, problem solving and basic literacy and
numeracy®

e The development of management and leadership skills in hotels and
catering. Evidence shows that little support or training currently is
given to staff to develop their capabilities in this area. Customer
service and team working skills are viewed as essential but are often
lacking amongst staff. Up-skilling will be required to fill managerial and
chef positions and there are also areas of new job growth such as
dieticians in larger food operations®

8 Cogent Sector Skills Agreement May 2006

8 EU Sector Skills Agreement October 2006

8 Construction Skills Agreement September 2005

8 Summit Skills Agreement September 2006

8 Skillsmart Retail Sector Skills Agreement Spring 2008
8 Skills for Logistics Sector Skill Agreement 2005

% people 1° Sector Skills Agreement January 2007
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e Up-skilling in the transport sector as the current workforce ages and
levels of technological complexity increase. There is also a need for
improved management and leadership skills and employability skills - a
higher proportion of employees need to be willing to learn, and be
reliable and motivated” and for basic skills such as numeracy and
literacy, communication and customer-handling and basic IT.

e Up-skilling of people in administrative roles and a higher demand for
NVQ level 4 and 5 qualifications in the business and professional
services sector as the number of administrative roles fall but
managerial and technical roles increase their share of employment. In
the coming years there will also be a growing demand for specialist
technical experience, knowledge and expertise but also generic skills
including team working, oral communication, management, customer
handling skills, basic literacy and numeracy and IT.

o Inthe ICT & telecoms sector there is a growing demand for up-skilling,
notably in terms of advanced IT user skills to level 2, 3 and above as
well as for generic skills such as customer-handling.

¢ Flexible and mobile employees in public administration. In particular
there will be a growing demand for up-skilling as lower-skilled positions
continue to disappear in areas such as office administration and for
generic skills. Senior staff require skill development in areas such as
people management, leadership, written communication, project
management skills*> and multi-agency working.

e Higher level professional skills in education with a shift towards higher
level roles as well as literacy, numeracy and ICT skills together with
employability skills such as customer service, oral communication skills
and team working®.

e Skills for Life such as the development of skills in reading, writing and
Information and Communications Technology (ICT) in health and social
care. Improved team working and customer handling skills are also
seen as a key priority in an increasingly service-orientated culture. For
example support is required for employees to help deliver a more
‘patient-centered’ approach with services organised around patients
and service users™

e Up-skilling of the current workforce in miscellaneous services as well
as an understanding of technological developments (for example in
areas such as programme making)®® and a range of generic skills. The
most common skills that are lacking or need improvement are customer
service, communications skills and an ability to show initiative®

1 Automotive Sector Skills Agreement Summer 2005

92 Central Government Skills Strategy 2008

% Lifelong Learning skills Needs Assessment (England) - March 2008

% Skills for Health SSA Collaborative Action Plan Framework (England) - 2006
% Skillset Sector Skills Agreement - 2008

% Skillsactive Sector Skills Agreement - 10 January 2007
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4.4 Trends in skills performance and key issues

4.4.1 Investment in training and up-skilling

14 Proportion of staff receiving training over last 12 months*, 2007

_ West Midlands average England average
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ICT, Telecons
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Source: LSC National Employer Skills Survey 2007 West Midlands Regional Observatory 2008 14

The need for employers to develop new and up-graded workforce skills means that
investment in training is vital. As noted in chapter 3 increasing numbers of the
region’s employers are making this investment. At a sectoral level it is notable that
in 2007 the percentage of staff trained by their employer is higher than the all
sector average in public sector activities such as education, public administration,
health and social care and private sector activities such as transport and business
professional services (see chart 14).

Nevertheless the percentage of staff receiving training over the last 12 months in
ICT and telecommunications, agriculture and construction was still below 50% in
2007.

In addition recent months have seen a slowdown in investment across the board as
the region’s employers have cut back on investment in the face of a worsening
economic climate. While there are still more companies planning to increase
investment in training than reduce it, the positive balance is falling sharply.

. In the manufacturing sector which shows a positive balance of 5% in quarter 3
compares with a figure of 19% in quarter 1.
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° In terms of the services sector, there is a positive balance of 9% in quarter 3
but this has fallen from 13% in quarter 2 and 26% in quarter 1.%

4.4.2 Taking a strategic approach to investment in skills

If the upturn in investment in training and upskilling is to be sustained in the longer
term employers need to increasingly take a strategic approach to the identification
of training needs, planning and funding of training. It is notable, as table 10 shows,
that public sector organisations such as education, health and social care and public
administration are more likely to take this strategic approach than their private
sector counterparts.

Table 10: Percentage of West Midlands employers taking a strategic approach to
investment in skills by sector

Sector Has a Assess Has a Has a
businessplan | Indhidual | wraining | training
Agriculture etc 50% 42% 25% 17%
Engineering 53% 53% 40% 32%
Other Manufacturing 51% 50% 37% 25%
Electricity, gas and water 61% 52% 44% 34%
Construction 39% 49% 35% 22%
Wholesale and Retail 54% 53% 43% 27%
Hotels and catering 53% 53% 47% 29%
Transport 44% 53% 39% 27%
Busipess and professional 64% 62% 52% 40%
services
ICT and Telecommunications 60% 51% 37% 30%
Public administration 98% 91% 56% 73%
Education 84% 83% 84% 75%
Health and social care 70% 77% 73% 59%
Miscellaneous services 62% 54% 43% 34%

Source: LSC National Employer Skills Survey 2007

7 Source: Confederation of Chambers of Commerce Quarterly Economic Survey
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4.4.3 Skill gaps

Chapter 3 also highlights a significant reduction in the proportion of the region’s
employers that cite gaps in the skills of their staff, one of the key factors
underpinning the upturn in the overall skills index. It is notable, however; that skill
gaps remain significant in certain sectors. Chart 15 shows employers in the
engineering (8%), wholesale and retail, other manufacturing and hotels and catering
(all 7%) sectors were the most likely to report having staff lacking proficiency.

15 Proportion of staff with skill gaps

West Midland average England average

Engineering 1
Wholesale and Retail |
Other Manufacturing |

Hotels and Catering

Public Administration

Construction

Agriculture

Transport 1

Business and Professional Services |
Miscellaneous Services |

ICT & Telecommunications |
Health & Social Care |

Electricity, Gas, Water

Education

0% 1% 2% 3% 4% 5% 6% 7% 8% 9%

Proportion of staff

Source: LSC National Employer Skills Survey 2007 West Midlands Regional Observatory 2008 15

Table 11 provides further details on the key areas where skill gaps are significant.

Regional Skills Assessment 2008 59
West Midlands Regional Observatory



Table 11: Main skills lacking by sector

Sector Main three skills gaps area Percentage of
employers

Engineering Technical, practical or job-specific skills 70%
Problem-solving skills 28%

Team-working skills 26%

Wholesale and Customer-handling skills 43%
retail Technical, practical or job-specific skills 41%
Oral communication skills 32%

Other Technical, practical or job-specific skills 51%
manufacturing Management skills 25%
Team-working skills 23%

Hotels and Customer-handling skills 59%
catering Technical, practical or job-specific skills 44%
Team-working skills 35%

Public Office admin skills 64%
administration Technical, practical or job-specific skills 61%
Written communication skills 50%

Construction Technical, practical or job-specific skills 53%
Problem-solving skills 20%

Office admin skills 18%

Agriculture Technical, practical or job-specific skills 35%
Problem-solving skills 29%

Team-working skills 24%

Source: LSC National Employer Skills Survey 2007

4.4.4 Skill shortages

Similarly chapter 3 highlights a significant reduction in the percentage of vacancies
due to skill shortages, which is also supporting an upturn in the skills index.

Skill shortages remain a significant problem in some sectors, however. Chart 16
shows that more than 30% of vacancies are reported to be due to skill shortages in
agriculture, engineering and construction sectors and the figure is more than 20% in
other manufacturing.
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16 Skills-shortages vacancies by sector
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4.5 Future Prospects

4.5.1 Employment projections

Forecasts prepared in 2007 before the onset of the current economic downturn
suggest that more than 80,000 net new jobs are forecast to be created in the region
over the 2007-2017 period, along with more than a million due to ‘replacement
demand’ created by retirements, job moves and other ‘turnover’ effects. While
these figures may need to be revised downwards depending on the length and depth
of the downturn, a further shift in the balance of employment from manufacturing
to services is likely to continue.

The focus for employment growth is likely to be health and social care, business and
professional services, wholesale and retail distribution, hotels and catering and
education while further job shredding is expected in engineering, the rest of
manufacturing, transport and communications and agriculture.
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17 Projections of regional employment change 2007-2017: by sector
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As chart 17 shows the health and social care sector (with a net increase of 36,800
jobs by 2017), business and professional services (32,700), wholesale and retail
distribution (31,800) and hotels and catering (20,000), construction (14,300) and
education (12,600) sectors are forecast to expand their employment significantly.

Further job shredding meanwhile, is expected in several sectors including the rest
of manufacturing (26,400 jobs), transport and communications (16,600), engineering
(14,400 jobs), and agriculture (12,800 jobs).

As discussed in chapter 3, forecasts of employment growth by occupation shows that
the focus of growth will be in higher skilled and customer facing roles (see chart
18).
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18 Projections of regional employment change 2007-2017: net new jobs
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4.5.2 Meeting the Leitch targets - the impact on key sectors

Chapter 3 discusses the very ambitious goals adopted in the region’s skills action
plan, which are based on the stretching targets set in the Leitch review of skills.
The potential benefits for the regional economy if these ambitions are realised are
also highlighted. These benefits are expected to vary widely by sector.

In fast growing, high valued added sectors, where shortages of skilled and qualified
staff have been a constraint on growth, significant increases in GVA are expected.
For example:

e InICT (as denoted by the footprint of E-skills UK sector skills council)
GVA is expected to increase by more than £3 billion.

e In addition, in financial services (as denoted by the footprint of the
Financial Services skills council), health and social care (as denoted by
the footprints of Skills for Health and Skills for Care & Development
sector skills councils) and retail (as denoted by the footprint of
Skillsmart retail and Automotive sector skill councils), GVA is expected
to increase by £3 billion in each case.

However, more modest growth in GVA is expected in many manufacturing industries
as businesses face growing competition and higher wages and other costs. Table 12
shows that, for example, that:
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¢ In chemicals & polymers (as denoted by the footprint of the Cogent
sector skills council), food and manufacturing (as denoted by the
footprint of Improve Sector skills council) only very small increases in
GVA are expected.

¢ In clothing and textiles (as denoted by the footprint of Skillfast-UK
sector skills council) and process industries (as denoted by the footprint
of Proskills UK sector skills council) no increases in GVA are expected.

Table 12: Forecast change in GVA by sector by 2020 as a result of increased
productivity if the Leitch targets are met (£ billion, 2003 prices)

Sector Skills Council footprint Forecast change in GVA 2007-2020

e-skills UK 3.5
Financial Services Skills Council 3.0
Skillsmart retail 2.1
ConstructionSkills 1.9
Skills for Health 1.9
Skills for Logistics 1.8
SEMTA 1.7
Energy and Utility Skills 1.3
Skills for Care and Development 1.1
Asset Skills 1.1
Automotive Skills 0.9
People 1st 0.9
Government Skills 0.7
Lifelong Learning UK 0.5
GoSkills 0.5
SummitSkills 0.4
Skills for Justice 0.3
Cogent 0.2
Improve Ltd 0.2
Lantra 0.2
Creative and Cultural Skills 0.1
Skillfast-UK 0.0
Skillset 0.0
Proskills UK 0.0
SkillsActive 0.0

Source: Cambridge Econometrics- modelling work for Leitch research project 2008

Regional Skills Assessment 2008 64
West Midlands Regional Observatory



Table 13: Forecast change in employment by sector by 2020 as a result of
increased productivity if the Leitch targets are met

Sector Skills Council footprint

Forecast change in employment 2007-2020

Skills for health 30,700
People 1st 25,400
Skillsmart Retail 24,900
Skills for Care and Development 17,500
ConstructionSkills 16,200
Asset Skills 10,100
Lifelong Learning UK 5,500
SummitSkills 4,100
Automotive Skills 2,600
e-skills UK 1,100
Government Skills 500
Skillset 400
Skills for Justice 200
Creative and Cultural Skills 100
SkillsActive 0
Improve Ltd -1,200
GoSkills -2,900
Skillfast-UK -3,500
Proskills UK -4,300
Financial Services Skills Council -5,100
Cogent -5,300
Energy and Utility Skills -7,400
Skills for Logistics -10,500
Lantra -14,600
SEMTA -32,400

Source: Cambridge Econometrics-modelling work for Leitch research project 2008

Employment prospects also differ significantly between sectors. In relatively ‘labour
intensive’ sectors significant numbers of net new jobs are expected to be created.
Table 13 shows, for example, that:

e In health and social care (as denoted by the footprints of Skills for
Health and Skills for Care & Development sector skills councils) nearly
50,000 net new jobs are expected to be created.

¢ Inretail (as denoted by the footprint of Skillsmart Retail and
Automotive skills sector councils) nearly 30,000 net new jobs are
expected to be created.
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However, due to increases in efficiency it is estimate that job losses will occur in
some cases, for example:

e In engineering (as denoted by the SEMTA sector skills council footprint)
overall employment is expected to fall by more than 32,000.

¢ In transport (as denoted by the footprints of Skills for Logistics and
Goskills sector skills councils) overall employment is expected to fall by
more than 13,000.

¢ In land based industries (as denoted by the Lantra sector skills council)
overall employment is expected to fall by almost 15,000.
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5 Sub-regional issues

5.1 Recent trends in employment

This chapter provides analysis at a sub-regional and local authority level to compare
and contrast the skills and labour market issues affecting different parts of the
region. These include trends in employment and the demand for labour and skills,
investment in training and up skilling, skills gaps within the workforce and skills
shortages within the labour market. Supply side issues are then considered, notably
the skills and qualification attainment of young people and adults, employment,
worklessness and skills related deprivation. Finally, we look to the future, exploring
the size of the challenge across the region to meet the ambitious targets set by the
West Midlands Economic Strategy and the Skills Action Plan.

While as noted in Chapter 3, there has been a rise in employment levels across the
West Midlands over the last 5 years this has been more gradual than in most other
regions and trends have varied widely by sub region. Chart 19 shows that while
there has been strong growth in many areas and notably Warwickshire (with a net
increase of 25,200) and Staffordshire (16,600) there have been significant net falls
in employment in urban such as Dudley (with a net fall of 5,200) and Coventry (with
a net fall of 4,200). Exceptions, however, are Wolverhampton (with a net increase
of 10,300) and Birmingham (9,400).

19 Net employment change in the West Midlands by sub region: 2001-2006
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Source: ABI West Midlands Regional Observatory 2008 19
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These sub-regional variations reflect local concentrations of activity in key sectors,
in which, as discussed in chapter 4, trends in employment have also varied widely
over the last 5 years;

¢ In Warwickshire growth has been underpinned by a substantial rise in
employment in the business and professional services sector, with an
increase of nearly 15,000 net new jobs between 2001 and 2006.

e In Staffordshire growth has been led by a substantial rise in
employment in the business and professional services sector, with a net
increase of nearly 10,000 and the health and social care sector where
employment has increased by 8,500.

e The rise in employment in Wolverhampton has been led by the
education and construction sectors, with increases of over 8,000 net
jobs in each case.

e Birmingham has seen the creation of 23,000 net new jobs in the hotels
and restaurants sector and 10,000 in public administration, but this has
been offset by a loss of 20,000 jobs in engineering.

There have been significant falls in overall employment over the last 5 years in
many other urban areas however, reflecting significant job shedding in
manufacturing;

¢ In engineering, there has been a net loss of more than 11,000 jobs in
Coventry, of 5,000 in both Walsall and Sandwell and of nearly 3,000 in
Dudley

¢ In other manufacturing, which includes ceramics and other mineral
products there has been a net loss of some 10,000 jobs in Stoke-on-
Trent and of nearly 3,000 jobs in Dudley

5.2 Trends in skills performance and key issues

5.2.1 Demand side issues

5.2.1.1 Investment in training and up-skilling

As highlighted in Chapter 3, in the Region as a whole the proportion of staff
receiving training over the last 12 months has risen sharply from 48% in 2003 to 64%
in 2007 - above the England average and the 4™ highest rate in the country.
However, as chart 20 shows while the percentage of staff being trained is well
above the regional average in Coventry & Warwickshire and Herefordshire &
Worcestershire, the percentage is lower in the Black Country, Birmingham and
Solihull (60%) and particularly low in Shropshire® (52%).

% Includes Shropshire and Telford & Wrekin local authority areas
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20 Proportion of staff receiving training over last 12 months*, 2007
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Source: LSC National Employer Skills Survey 2007 West Midlands Regional Observatory 2008 20

5.2.1.2 Skill shortages and gaps

As noted in chapter 3, the proportion of vacancies in the West Midlands due to skill
shortages (applicants not having the required skills, experience or qualifications)
has fallen to 16% in 2007. This is the lowest rate in the country in contrast to 2005
where the region had the highest rate in the country.

The regional picture masks variations at a sub-regional level, however. The density
of skills shortages vacancies is still significant in some parts of the region, indicating
that employers based there are still facing significant problems when attempting to
recruit appropriately skilled staff. As chart 21 shows in Coventry and Warwickshire
almost a quarter of all vacancies in the area are skill shortage vacancies (24%), this
is the highest in the region and almost three times the proportion found in
Herefordshire and Worcestershire (9%).
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21 Density of skill shortage vacancies
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Chapter 3 notes that the upturn in investment in training is helping to close the gap
between the skills employers require to develop and grow and those available from
their current workforce across the region as a whole. The proportion of staff with
skill gaps has fallen to 5% in 2007, 1 percentage point below the national average.
There are variations between the West Midlands sub-regions however, as chart 22
shows, with 3% of employees with skill gaps in Staffordshire and more than 7% of
staff with skill gaps in both Shropshire and Birmingham & Solihull.

22 Proportion of staff with skill gaps
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Source: LSC National Employer Skills Survey 2007 West Midlands Regional Observatory 2008 22
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Skill gap problems in these areas are concentrated in particular sectors and
occupations:

¢ In Shropshire there is a high proportion of staff with skill gaps in the
other manufacturing sector and among those working in elementary
jobs

e The Black Country also has a high percentage of staff with skills gaps in
other manufacturing

¢ In Birmingham and Solihull a significant proportion of workers in the
engineering sector (31%), in machine operative occupations (20%) and
in skilled trade occupations (17%) have skill gaps

Nationally and regionally a lack of experience, normally due to being recently
recruited, is the most common reason why staff lack skills, with a lack of motivation
close behind.

5.2.2 Supply side issues

5.2.2.1 Qualification attainment of young people

As highlighted in chapter 3, there have been considerable improvements in
qualification attainment among young people across a wide range of measures.
There are significant sub regional variations in rates of attainment, however.

While the proportion of 14 year olds achieving key stage 3 in English, Maths and
Science attainment in the West Midlands lags the national average there are
significant regional variations. In the ‘shire counties’ (Shropshire, Warwickshire
Herefordshire, Staffordshire and Worcestershire) and Solihull attainment at Key
Stage 3 is above the regional and national average, with Shropshire exceeding 80%
in all 3 subjects. In a number of urban areas, however, (notably Sandwell, Stoke on
Trent, Wolverhampton and Walsall) performance is much poorer with Sandwell for
example 16 percentage points behind the national average for Key stage 3 Science
(see table 14).
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Table 14: Proportion of 14 year olds achieving Key Stage 3 in English, Maths and
Science in 2007

Proportion of 14 year Proportion of 14 | Proportion of 14 year

olds achieving Key | year olds achieving olds achieving Key

Stage 3 in English | Key Stage 3 in Maths Stage 3 in Science

Shropshire 81% 81% 82%
Solihull 80% 78% 77%
Warwickshire 80% 79% 77%
Herefordshire 79% 78% 78%
Staffordshire 77% 78% 75%
Worcestershire 76% 77% 75%
Dudley 75% 74% 73%
Birmingham 70% 70% 66%
Coventry 70% 73% 70%
Telford and Wrekin 70% 72% 69%
Walsall 69% 71% 68%
Wolverhampton 68% 67% 62%
Stoke-on-Trent 64% 68% 62%
Sandwell 62% 62% 57%
West Midlands 73% 74% 71%
England 74% 76% 73%

Source: DCSF 2007

In the West Midlands as a whole the proportion of pupils achieving 5 or more GCSE
A*-C including Maths and English has risen by just under 2 percentage points in the
last academic year. However, while most areas benefited from a similar year on
year rate of improvement, attainment levels still vary widely across the Region.

For example, as chart 23 shows, in Shropshire and Solihull 53% of pupils achieved 5
or more GCSE A*-C including Maths and English in 2007, 10 percentage points above
the regional average. In contrast many of the region’s urban centres have
attainment well below the regional average. In Wolverhampton attainment is 37%,
in Walsall attainment is 35.5%, in Stoke on Trent attainment is 35% and in Sandwell
the proportion is just 30%.
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23 Proportion of pupils achieving 5 or more GCSE A*-C grades, incl. Maths and
English by LEA, 2006/07
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Average ‘A’ level attainment shows little variation between the English regions;
only 50 QCA point scores separate the best performing region, the North West and
the worst performing region, London. The West Midlands is below the national
average, however, and the third worst performing region.

As chart 24 demonstrates, A-level attainment is varied across the Region, though
with a slightly different picture than that for other measures for young peoples’
qualification attainment:

e Some urban areas, such as Dudley and Birmingham are performing well.
e In Solihull attainment is below the national average and the third worst
performing Local Authority in the Region

Sub-regional patterns of attainment are affected by the willingness of students to
move across local authority boundaries, to travel considerable distances and in
some instances for families to relocate in order to attend high achieving colleges
and school sixth forms.
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24 Average A-level point score per candidate by LEA, 2006/07
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The percentage of 19 year olds that have attained a Level 2 qualification has
increased from 64% in 2003 to 72% in 2007 and the percentage of 19 year olds that
have attained a level 3 qualification has risen from 39% in 2003 to 46% in 2007,
reducing the gap with the England average'®.

Patterns of attainment of level 2 and 3 at 19 show a similar pattern to many of the
other measures with significant under-performance in the urban centres of
Birmingham, Stoke-on-Trent and the Black Country and much stronger performance
in the shire counties and Solihull (see table 15).

% please note the QCA TARIFF for all Level 3 qualifications approved under Section 96 of the Learning
and Skills Act (2000) has been used. Up to 2005/06 the UCAS tariff was used to calculate average point
scores but data in this format is no longer published.

19 Source: DCSF/LSC matched administrative data
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Table 15: Attainment by level 2 and 3 by age 19

Attainment by level 2 Attainment by level 3

age 19 age 19
Shropshire 77% 50%
Herefordshire 75% 49%
Solihull 74% 49%
Warwickshire 74% 51%
Worcestershire 73% 51%
Staffordshire 71% 45%
Coventry 69% 42%
Dudley 68% 41%
Telford and Wrekin 68% 4%
Wolverhampton 67% 39%
Birmingham 65% 40%
Walsall 63% 36%
Stoke-on-Trent 62% 32%
Sandwell 59% 31%
West Midlands 72% 46%
England 74% 48%

Source: DfES/LSC Matched administrative dataset 2007

At 7.1% in 2007 the proportion of young people not in employment, education or
training (NEET) across the region as a whole has now fallen to close to the England
average and below this figure in some areas. As chart 25 shows, however, the rate is
some 9.3% in Wolverhampton and 9.7% in Telford & Wrekin, and is as high as 12% in
Sandwell and 13% in Stoke on Trent.

In addition significant numbers of young people from these areas do not indicate
whether they are in education, employment or training or not, suggesting that the
overall NEETS rates could be higher.
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25 Proportion of 16-18 year olds not in employment, education or training, 2007
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5.2.2.2 Qualification attainment amongst adults

As highlighted in chapter 3, while the proportion of people of working age adults
with no qualifications across the region as a whole fell slightly to 15% in 2007, the
region still continues to have the highest percentage of the 19+ working age
population with no qualifications in the country. Low levels of skills attainment are
concentrated in the region’s urban areas where there is often an ageing population
with low skills being augmented over time by significant numbers of NEET young
people. As chart 26 shows Wolverhampton has just under 30% of working age adults
with no qualifications (nearly 40,000) and in Sandwell and Walsall over a quarter
have no qualifications (40,000 and 35,000 adults respectively). In contrast
Warwickshire has a rate well below the regional and national averages, at fewer
than 10%.
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26 Proportion of the working age population 19+ with no qualifications in 2007
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These pronounced differences in qualification rates are also seen at level 2+ and
level 3+. As table 16 shows:

o The percentage of working age adults qualified to level 2 or above

10%

15%

20%

Proportion of working age population 19+

West Midlands Regional Observatory 2008

ranges from more than 75% in Warwickshire, 72% in Shropshire and 71%
in Worcestershire to less than 55% in Walsall and Wolverhampton and

just under 52% in Sandwell.
e The percentage of working age adults qualified to level 3 or above

ranges from under 30% in Sandwell to over 50% in Shropshire, Solihull

and Warwickshire.
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Table 16: Qualification attainment of the working age population 19+

Proportion of the working age | Proportion of the working age

population 19+ with level 2+ population 19+ with level 3+

qualifications in 2007 qualifications in 2007
Warwickshire 75% 549%
Shropshire 72% 52%
Worcestershire 71% 50%
Solihull 69% 53%
Telford and Wrekin 69% 43%
Herefordshire 70% 49%
Staffordshire 65% 45%
Coventry 65% 46%
Dudley 65% 41%
Birmingham 63% 44%
Stoke-on-Trent 58% 35%
Walsall 55% 35%
Sandwell 52% 29%
Wolverhampton 55% 34%
West Midlands 65% 45%
England 69% 49%

Source: Annual Population Survey 2007

Rates of attainment also vary significantly within the Region at level 4 and above as
shown in chart 27. Solihull (at 32%) and Warwickshire (at 33%) have proportions with
high level qualifications well above the regional average, and at 35% Shropshire has
an attainment rate of 9 percentage points above the regional average. While Stoke-
on-Trent (at 17%) and Walsall (at 18%) have particularly low rates, Sandwell has
around 15% of its population aged 19+ with NVQ Level 4 and above.
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27 Proportion of the working age population 19+ with Level 4+ qualifications in 2007
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It is also notable that the gap in attainment between better and poorer performing
areas is widening year on year as those who are already relatively qualified continue
to be most likely to improve their qualification levels, with disadvantaged areas and
groups falling further behind.

Overall, the percentage of 19+ working age population with no qualifications has
fallen over the last 5 years and there has been a particularly sharp fall in
Warwickshire, Worcestershire and Telford and Wrekin as shown in chart 28. But the
percentage with no qualifications has actually risen considerably in Wolverhampton
(8 percentage points) Walsall, Dudley and Solihull (2 percentage points)
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28 Proportion of the working age population 19+ with no qualifications 2003-2007
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Similarly, as table 17 shows, while the percentage of working age adults qualified to
level 2 and above has risen by some 10 percentage points in Warwickshire and 8
percentage points in Worcestershire the proportion has not increased in Coventry
and Walsall and has fallen in Sandwell, Solihull and Wolverhampton. While the
percentage of working age adults qualified to level 3 and above has risen by 8
percentage points in Warwickshire and 6 percentage points in Shropshire the

proportion has fallen in Sandwell, Walsall and Wolverhampton.
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Table 17: Qualification attainment of the working age population aged 19+ 2003-
2007

Proportion of the Proportion of the Proportion of the

working age working age working age

population 19+ with | population 19+ with | population 19+ with

level 2+ level 3+ level 4+

qualifications 2003- | qualifications 2003- | qualifications 2003-

2007 2007 2007

Warwickshire 10% 8% 8%
Worcestershire 8% 5% 4%
Telford and Wrekin 7% 4% 4%
Herefordshire 5% 6% 5%
Birmingham 5% 4% 4%
Shropshire 4% 6% 7%
Stoke-on-Trent 4% 3% 3%
Dudley 2% 2% 3%
Staffordshire 1% 2% 4%
Coventry 0% 3% 0%
Walsall 0% -1% -1%
Sandwell -2% -3% -1%
Solihull -2% 3% 2%
Wolverhampton -3% -2% 0%
West Midlands 4% 3% 4%

Source: Annual Population Survey 2007

The proportion of working age adults with level 4 qualifications or above is also
steadily increasing, with a rise of just under 4 percentage points across the region
as a whole over a 5 year period. While the proportion of the 19+ working age
population qualified to level 4 and above has risen particularly strongly in
Warwickshire with a 8 percentage point increase between 2003-2007 and in
Shropshire (7 percentage points) the proportion has risen only marginally in
Wolverhampton and Coventry however and has actually fallen in Sandwell and
Walsall (see table 17).

These trends reflect a number of inter-related factors:

e Significant numbers of NEET young people entering the available for
work population
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¢ The out migration of people who gain better skills and qualifications
from urban areas to the surrounding ‘shire counties’

e Leaving a core population of disadvantaged and hard to reach
individuals, which are falling further behind.

5.2.2.3 Employment rates and worklessness

Poor rates of qualification attainment and skills performance among disadvantaged
individuals are reflected in patterns of access to employment. Employment rates
vary widely within the region, with much lower rates in urban areas. Chart 29
shows, for example, that the rate in Birmingham (66%) is 7 percentage points below
the regional average at 73% and Wolverhampton, Sandwell, Stoke-on-Trent and
Walsall also have rates well below the regional average.

Nevertheless participation in education and training and attaining a qualification
can play an important part in breaking the cycle of disadvantage. Research
conducted by the LSC in 2008 tracked a group of unemployed residents from within
the West Midlands City Region', a quarter of whom had been on benefits for 5
years or more and more than a third of whom had never been in paid employment
before, as they completed a course at an FE college and attempted to secure
employment. Nearly 80% felt that the training had boosted their confidence and
motivation to find work, nearly half had successfully moved off benefits and more
than a third had found paid employment'®?.

29 Employment rate 19+ in the West Midlands sub-regions in 2007
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" Which includes Birmingham, Solihull, Coventry, the Black Country and Telford & Wrekin
192 5ource: LSC/Centre for Economic & Social Inclusion, 2008
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5.2.2.4 Indicators of skills related deprivation

It is particularly notable that employment rates are well below the regional average
in Birmingham and Wolverhampton, despite the fact, as highlighted in section 5.1,
that significant numbers of new jobs have been created in these areas in recent
years.

In all of these urban areas a significant proportion of people are highly marginalised
in the labour market with many localities are affected by a cycle of social and
economic deprivation, limited opportunities, low attainment and aspirations. As the
map below shows many wards in these areas are in the most deprived 20% nationally
in terms of young people’s and adults’ qualification attainment and school staying
on rates and absences (see figure 2).

Figure 2: IMD 2007 Education, Skills and Training Domain

_ IMD 2007 Education_,_ Skills and Training_ Domain

Stoke-on-Trent

IMD 2007 Education Skills & Training domain
Mabonal Quintile
B Most deprived 20%
W 20-40%
W 40-60%
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Telford and Wrekin

i} Crown Copynght. All nghts reserved
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Source: IMD 2007, CLG
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5.3 Future prospects

5.3.1

Meeting the Leitch targets - the impact at a sub-regional
level

As noted in chapter 3 while the improvements in the region’s economic
performance are expected to continue the West Midlands Economic Strategy and
Skills Action Plan call for a step change in the region’s skill performance, with an
emphasis on meeting the stretching targets set in the Leitch review of skills. The
scale of the task is particularly challenging for a number of the region’s urban areas
with regard to Level 2 attainment and especially Level 4 attainment:

In Birmingham nearly 210,000 more people will need to have attained
Level 2 or above by 2020 from a current baseline of less than 330,000.
More than 100,000 additional people will need to have attained Level 4
or above from a current baseline of 132,000.

In Sandwell more than 70,000 additional people will need to have
attained Level 2 or above by 2020 from a current baseline of just under
81,000. More than 40,000 additional people will need to have attained
Level 4 or above from a current baseline of just under 27,000.

In Walsall more than 56,000 additional people will need to have
attained Level 2 or above by 2020 from a current baseline of just under
77,000. More than 35,000 additional people will need to have attained
Level 4 or above from a current baseline of 23,500.

In Wolverhampton more than 56,000 additional people will need to
have attained Level 2 or above by 2020 from a current baseline of just
over 68,000. More than 30,000 additional people will need to have
attained Level 4 or above from a current baseline of 25,000.

In Stoke-on-Trent more than 51,000 additional people will need to have
attained Level 2 or above by 2020 from a current baseline of just over
80,000. More than 33,000 additional people will need to have attained
Level 4 or above from a current baseline of less than 25,000.

As already mentioned in section 2.6 some 67,000 employees in the
region’s private sector need to be up-skilled to Level 4 or above to
close the gap with the England average. Of these it is estimated that
80% work in the Black Country (which alone accounts for over 50% of
the deficit), Birmingham and Stoke-on-Trent'®.

1% For further details see ‘University Challenge — the region’s knowledge economy and the
demand for higher level skills, a report produced by the Observatory on behalf of AWM and
HEFCE http://wmro.org/pageRedir.aspx/402/
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Chapter 3 also notes that, while achieving the targets is likely to result in significant
economic and social benefits for the region, the pace of improvement is likely to
vary significantly depending on the policy priorities pursued. In particular unless
policy makers prioritise action to tackle skills and labour market disadvantage, the
gap in attainment between better and poorer performing parts of the region is
expected to continue to widen and in addition the economic benefits resulting from
improved skills performance, such an increased employment rates, are also likely to
be limited in many of the region’s urban centres.
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6 Issues for key groups and communities

This chapter examines the issues facing the groups and communities that make up
the region’s working age population, with a focus on those disadvantaged in the
labour market, and considers their likely impact on the supply of labour and skills in
the future. Population trends and projections are examined first in order to see how
such groups are growing within the Region and where they are geographically
dispersed. Issues around training, qualification attainment, employment and
worklessness and sectors of employment are then considered.

6.1 Population trends and projections

In common with the rest of the world, the regional population is ageing and that
trend is set to continue'®. Since 2001, the region’s population has started to grow
more quickly than in the past. It has risen by around 100,000 since then. The
majority of that growth has been in the older age groups.

The number of people aged 60 and over has risen by over 8% between 2001 and
2007. This amounts to an extra 93,000 people in that age group. However the rise
has been concentrated in the rural parts of the region with urban areas, in contrast,
seeing increases in numbers aged 15-29'%.

These variations across the region are largely the result of:

e Migration patterns, with large numbers of families moving from the
major urban areas towards the surrounding districts and beyond and
younger people moving in the opposite direction

¢ The expansion of minority ethnic communities, many of which have
young age profile, in the region’s urban centres. The region has one of
the most ethnically diverse populations in the country, with minority
ethnic groups concentrated in the major urban centres of Birmingham,
Coventry and the Black Country. Currently, only London has greater
diversity. The main minority ethnic groups in the region are of Indian,
Pakistani, Bangladeshi and Black Caribbean origin along with other
white ethnic groups. This latter group has increased significantly in
recent years as migrant workers from Eastern Europe have arrived in
the region.

1% This section is drawn from the Observatory’s 2008 State of the Region report, which
provides a more detailed commentary on demographic trends
1% Source: ONS mid year population estimates
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For the future, projections show that the region’s population will continue to age,

with particularly strong growth in the over 85 age group. Again, this growth will be
strongest in the rural parts of the region, so the gap in the age profiles is likely to

grow further.

The composition of the region’s ‘available for work’ population is changing
significantly, with older workers accounting for a greater proportion in rural areas
and younger workers and people from minority ethnic communities accounting for a
greater share in key urban centres. Each of these groups, however, are less likely to
participate in education and training and are more likely to be disadvantaged in the
labour market than the working age population as a whole.

6.2 Young people

6.2.1 Qualification attainment

As identified in Chapter 3 there have been considerable improvements in
qualification attainment among young people across a wide range of measures. As
highlighted in Chapter 5, however, while performance is above the national average
in some areas performance in the region’s urban centres is much poorer in relation
to:

e 14 year olds achieving Key Stage 3

e GCSE attainment

e A Level performance

e The proportion of 19 year olds achieving Level 2 and Level 3
qualifications

6.2.2 NEETS and worklessness

Chapter 3 also notes that while the percentage of young people not engaged in
unemployment, education or training (NEET) has fallen to nearly 7.1% in 2007 it
remains above the national average. As highlighted in Chapter 5 NEET rates are
particularly high in urban areas - nearly 8% in Birmingham, 9% in Walsall and
Wolverhampton, 10% in Telford, 12% in Sandwell and 13% in Stoke-on-Trent.

The relatively high NEET rates among young people in the Region are reflected in
rates of youth unemployment. As chart 30 shows the youth unemployment rate at
23% is significantly higher than the England average of 20% and although not the
highest workless rate of all regions it is still the third highest in England.
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30 Youth unemployment rates by region
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6.2.3 Employment patterns by sector

In addition a significant proportion of young people who successfully access
employment tend to work in lower skilled, lower paid jobs in sectors such as hotels
and catering (where 40% of staff are aged 16-24) and wholesale and retail (where
nearly 30% are in this age group). Employment is often transient with high rates of
staff turnover. They account for a much lower proportion of the workforce,
meanwhile, in fast growing, higher skilled sectors such as business and professional
services, public administration, education, ICT and telecommunications.
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6.3 Older people

6.3.1 Participation in education and training

Given that older people (defined as aged 50+ years) are accounting for a growing
share of the working age population and represent an important source of labour
and skills it is a concern that less than 15% of older workers in work received work
related training in 2007, the lowest of all age bands and significantly lower than
that observed for those between 25 to 44 (see chart 31 below)

31 Proportion of adults receiving work-related training in last 13 weeks,
by age

16-24
25-29
30-34
35-39
40-44
4549

50+

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

Proportion of working age population

Source: LFS Oct-Dec 2007 West Midlands Regional Observatory 2008 31

6.3.2 Qualification attainment

Table 18 shows that qualification attainment amongst older workers, moreover, is
characterised by two distinct traits, which pose particular challenges for the region:

e A far lower proportion of workers holding higher level qualifications
(23% aged 50+ compared with 34% of 30-34 year olds and 37% of 25-29
year olds), qualified to level 3 or above (39% compared with 52% of 30-
34 year olds and 56% of 25-29 year olds)'® or qualified to level 2 or
above (58% compared with 72% of 30-34 year olds and 74% of 25-29 year
olds)

1% Although it is evident the younger workers, aged 16 to 24, have a much lower proportion
this is to be expected as the majority of adults will not achieve a higher level qualification
until the age of 21 or higher.
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o A far greater proportion of workers lacking any formal qualifications
(24% aged 50+ compared with just 10% of 25-34 year olds).

Table 18: Qualifications attainment by age group

Proportion of
working age
population with

no qualifications

16-24
25-29
30-34
35-39
40-44
45-49
50+

Source: LFS Oct-Dec 2007

13%
10%
10%
12%
11%
15%

24%

Proportion of
working age
population with

Level 2+
qualifications

68%
74%
72%
69%
64%
66%

58%

Proportion of
working age
population with
Level 3+
qualifications

37%
56%
52%
49%
44%
46%

39%

As table 19 shows only 23% of the region’s older workers hold higher level
qualifications, 39% are qualified to level 3 or above and 58% are qualified to level 2
or above, in each case the lowest proportion of all English Regions.
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Table 19: Qualifications attainment of older workers

Proportion of Proportion of Proportion of Proportion of

older people older people older people older people

with no with level 2+ with level 3+ with level 4+

qualifications qualifications qualifications qualifications

East 17% 62% 42% 26%

East Midlands 20% 61% 41% 24%

London 18% 65% 47% 34%

North East 24% 61% 40% 21%

North West 20% 64% 46% 28%

South East 16% 67% 47% 31%

South West 14% 69% 49% 30%

West Midlands 24% 58% 39% 23%

Yorkshire & 20% 61% 42% 26%
Humberside

England 19% 64% 44% 28%

Source: LFS Oct-Dec 2007

Additionally almost a quarter of older workers in the Region have no formal
qualifications, the highest proportion of any English Region,'” and well above the
English average of 19%.

6.3.3 Employment and worklessness

These poor rates of participation in training and qualification attainment among
older people in the Region affect their ability to progress in employment and, for
those made redundant or who have retired involuntarily, to return to work.

197 Albeit it marginally as the North East is very comparable.
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32 Older workers employment rates by Region
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As chart 33 shows, the employment rate for the Region peaks amongst those aged
30-49 at around 80% but falls sharply to 66% for those aged 50 or more. These
figures reflect the fact that many older people retire early. However a significant
number have done so involuntarily and more could potentially be done to help them
to remain in employment'®,

1% For further details see the Observatory’s report: Attitudes, motivations and barriers to
engagement in learning, skills and employment among disadvantaged groups and
communities
http://www.wmro.org/standardTemplate.aspx/Home/OurResearch/People/RaisingAspirations
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33 Employment rate by age
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6.3.4 Employment patterns by sector

Indeed as detailed in Chapter 4 older workers tend to be poorly represented in
many of the Region’s expanding sectors, such as business and professional services,
construction, hotels and catering and ICT and telecommunications. While older
workers are well represented in industries such as engineering, manufacturing and
agriculture as highlighted in chapter 4 a significant number are poorly qualified and
are in an increasing vulnerable position as employers shed lower skilled jobs and
demand new and upgraded skills from their remaining employees.

6.4 Minority ethnic communities

6.4.1 Participation in education and training

Similarly participation in education and training is particularly low amongst many of
the region’s minority ethnic communities. As chart 34 shows in 2007 only 7.6% of
people from Pakistani & Bangladeshi communities and 8.2% of people from ‘other’
communities (which include Filipino, Japanese, Viethamese and Arabian groups) had
participated in vocational training compared with an average of 21% for the working
age population as a whole.

Regional Skills Assessment 2008 93
West Midlands Regional Observatory



34 Proportion of adults receiving work-related training in last 13 weeks,
by ethnic group
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6.4.2 Qualification attainment

Certain minority ethnic groups are also characterised by low rates of qualification
attainment.

At 32%, the percentage of people from Pakistani & Bangladeshi groups with no
formal qualifications in 2007 is over double the average for the West Midlands as a
whole and the figure is nearly 26% for percentage of people from ‘other’ ethnic
groups (See table 20).
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Table 20: Qualifications attainment by ethnic group

Proportion of Proportion of Proportion of Proportion of
the working age | the working age | the working age | the working age
population 19+ population 19+ population 19+ population 19+

with no with level 2+ with level 3+ with level 4+
qualifications in | qualifications in | qualifications in | qualifications in
2007 2007 2007 2007
British 13% 68% 47% 28%
Other White 10% 65% 40% 30%
Mixed Parentage 15% 69% 58% 34%
Indian 22% 65% 46% 29%
Pakistani & 32% 48% 29% 18%
Bangladeshi
Other Asian 19% - 52% 32%
Black Caribbean 16% 66% 41% 22%
Black African and Black 22% 61% 43% 33%
Other
Chinese 10% - 75% 61%
Other 26% 56% 43% 35%
All 15% 67% 46% 28%

Source: LFS Oct-Dec 2007 (some figures are not disclosed as sample sizes are below
the confidence threshold)

Looking at all non-white ethnic groups as a whole the proportion with no formal
qualifications is the highest in the country and is some 7 percentage points above
the English average (See chart 35).
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35 No qualifications for all non-white groups, by Region
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6.1.1 Employment and worklessness

Unsurprisingly, given these poor rates of participation in education and training and
qualification attainment, employment rates tend to be much lower and rates of
worklessness tend to be much higher among minority ethnic groups. In particular, as
chart 36 shows, employment rates of 45% for the Pakistani and Bangladeshi
community, 52% for other ethnic communities and 56% for Black African and Black
other communities compared with a rate of some 76% for the White British
community.
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36 Employment rate by ethnic group
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As detailed in Chapter 4 those from minority ethnic groups who have successfully
secured employment are unevenly represented across key sectors of the regional
economy. While there is over-representation in hotels and restaurants, transport
and health and social work, often in lower skilled and more poorly paid occupations,
there is significant under representation in education, construction and ICT.
Education is a key sector in terms of improving educational attainment amongst
minority ethnic children, but currently only 6.5% of the sector workforce is from a
non-white ethnic group.

6.5 Meeting the Leitch targets - the impact for key
groups and communities

As discussed in Chapter 3, the West Midlands Economic Strategy and Skills Action
Plan call for a step change in the region’s skills performance, based on meeting the
stretching targets set in the Leitch review of skills. The scale of the challenge is
particularly significant for older people, people from minority ethnic communities
and disadvantaged younger people, whose rates of participation in education and
training and qualification attainment are particularly low.
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Chapter 3 also notes that, while achieving the targets is likely to result in significant
economic and social benefits for the region, the pace of improvement is likely to
vary significantly among different groups and communities depending on the policy
priorities pursued. In particular measures to tackle skills and labour market
disadvantage will be important to ensure that the economic benefits resulting from
improved skills performance, such as improved employment rates, are shared by the
region’s disadvantaged groups and communities. It is encouraging to note,
therefore, that research conducted by the LSC in 2008 demonstrates how
participation in education and training and attaining a qualification can play an
important part in breaking the cycle of disadvantage. It is also notable that
Jobcentre Plus and the LSC are working together to deliver an integrated an
integrated package of support around careers advice and guidance, training and
skills development and access to employment service to unemployed and low skilled
individuals in the region.

Chart 37 overleaf shows the expected impact on employment rates of meeting the
Leitch targets by 2020 under two different scenarios:

e ‘Convergence’ assumes that disadvantaged areas and groups within the
population (such as older people and a number of minority ethnic
communities) that are currently furthest behind the regional and UK
average remain so in 2020 but see the largest improvement in
qualification attainment, narrowing the gap. Under this scenario
employment rates are expected to increase by 0.9 percentage points
for black and other communities and by 0.6 percentage points for Asian
communities and those of mixed parentage.

e ‘Polarisation’ assumes that historical trends continue with those areas
and groups who are already relatively well qualified seeing the most
significant improvement in qualification levels and those not so well
qualified, although improving, would be at a slower pace and would fall
further behind. Under this scenario employment rates are expected to
increase by 0.6 percentage points for black and other communities and
by 0.5 percentage points for Asian communities and those of mixed
parentage.
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37 Projected change in employment rates 2006-2020 by ethnic group
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7 Conclusions

7.1 Key issues for employers

In the 5 years to 2007 there have been significant changes in the region’s labour
market with a notable shift in the balance of demand for labour and skills from
manufacturing to services. There has been significant new job creation in private
sector services such as business & professional services, retail and hotels & catering
and in public sector services such as health & social care, education and public
administration.

But this has been offset by the shedding of significant numbers of jobs in sectors
that have historically dominated the regional economy such as engineering (and in
motor vehicles and mechanical and electrical engineering in particular) and in other
manufacturing industries such as ceramics, clothing and textiles.

Nevertheless across all sectors of the economy there is an increasing demand for
new and up-graded skills. Significant numbers of employers have responded by
investing in the training and up-skilling of their staff, with a resulting reduction in
the incidence of skill gaps and shortages. This has led to a sharp reduction in skill
gap and shortage problems.

Recent months have seen a slowdown in investment in training as the region’s
employers have revised their investment plans in the face of a worsening economic
climate. In the first quarter of 2008 19% more manufacturing firms planned to
increase investment in training than planned to decrease it. The positive balance
has since fallen to 7% in the second quarter and 5% in the third quarter. In the
service sector the positive balance fell from 26% to 9% over the period. The most
pronounced slowdown has been among smaller manufacturing firms with only 2%
more micro businesses (i.e. those employing less than 10 people) and 5% more small
companies (i.e. those employing 20-199 people) planning to increase investment
than planning to decrease it in the third quarter of 2008.

At the same time, however, recruitment difficulties and skill shortage problems are
increasing and investment in workforce training and up-skilling remains critical if
businesses are to have access to the skills they need to survive the downturn. More
than 40% of manufacturing firms and nearly half of service sector firms attempted
to recruit in the third quarter of 2008. Nearly 70% of services firms and nearly 80%
of manufacturing firms trying to recruit have encountered difficulties - twice the

proportion in the previous quarter'®.

1% Source: West Midlands Chambers of Commerce Quarterly Economic Survey 2008
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At the same time the region’s working age population is ageing in rural areas while
in the region’s urban areas the population is becoming younger and more ethnically
diverse. If they are to meet their labour and skill needs in the future employers
need to widen their recruitment to include these groups.

The development of a highly skilled, knowledge-based economy is vital for future
business growth and competitiveness. However although the proportion the 19+
working age population with a degree or the equivalent is close to the national
average the region performs poorly in terms of the recruitment and deployment of
highly skilled ‘knowledge workers in the private sector. As a result many of the
region’s graduates leave the region to secure their first job, notably those with a
desire to work in better paid, higher skilled and higher value added sectors of the
economy.

Nevertheless many of the region’s businesses are of the view that graduate and
other higher level skills could be critical to future business success. If this potential
is to be unlocked and converted into real and tangible demand, however, action is
needed to address issues such real or perceived gaps in graduates’ work related
skills and limited investment in graduate training and development by employers.

Work placements are already proving successful in addressing these issues. Effective
careers information, advice and guidance is also critical to ensure that graduates
are well informed about the career opportunities available in the region and that
employers can access the higher level skills they need. If efforts to unlock the
potential demand for higher level skills are successful it will be important to ensure
that sufficient graduates are retained and attracted to the region to meet it.
However while graduates who have elected to remain here after completing their
studies tend to hold very positive views those that have left to work elsewhere tend
to be much more negative about the region as a place to live and work.

It is encouraging that the region’s overall skills performance has improved over the
last few years, driven principally by a significant numbers of employers investing in
the training and up-skilling of their staff. This has led to a sharp reduction in skill
gap and shortage problems. The current economic downturn has led to a slowdown
in investment, however and action is needed to help employers to keep up the
momentum and ensure that the step change in economic and skills performance
required by the West Midlands Economic Strategy and the Skills Action Plan will be
achieved:

e Many employers, and small and micro businesses in the manufacturing
sector in particular, are faced with falling orders, workloads and
turnover and investment in skills is less of a priority. A significant
proportion still face skill gap and shortage problems, however, and
investment in training and up-skilling remains important in the longer
term to help address these.
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e It will be important for employers to take up the offer of support with
training where it is available. For example, Train to Gain is a service
designed to help businesses identify and source the training they need.
Recently new flexibilities in the range of funded qualifications have
been announced as has further government funding to support
businesses with training.

¢ |t will be important for employers to take up the offer of support with
training where it is available. For example, Train to Gain is a service
designed to help businesses identify and source the training they need.
Recently new flexibilities in the range of funded qualifications have
been announced as has further government funding to support
businesses with training.

e If they are to meet their business ambitions employers also need to
prioritise succession planning and widening their recruitment to include
groups accounting for a growing share of the region’s working age
population such as older people and people from minority ethnic
groups.

¢ Building on existing activity to offer work placement and job matching
services will also be critical to unlock the potential demand for higher
level skills

e For example the University of Wolverhampton, working with further
and higher education partnerships, employers, Sector Skills Councils
and the Chamber of Commerce, has developed a strategy to support
employers in their efforts to improve their performance by up-skilling
their staff and encourage progression to higher level skills. A variety of
approaches, including ‘bite sized chunks’ of learning delivered off and
on-site, will help individuals develop their knowledge, improve their
skills and enhance their confidence and motivation'"

e There is potential to exploit the emergence of public sector activities
such as education and health and social care as key drivers of economic
growth and productivity. For example as a procurer of goods and
services public sector organisations can help local firms survive the
economic downturn while universities and the health sector can attract
spin-off businesses to the region creating high value employment and
increasing innovation and enterprise'". Lessons can be learned from
activity in other parts of the country (notably in cities such as York,
Oxford and Cambridge and more latterly Sheffield and Newcastle)
where knowledge based public sector activity is increasingly driving
economic growth and productivity

"% Source: Arthur D Little Ltd on behalf of the University of Wolverhampton and the City of
Wolverhampton College - Workforce development: Understanding and meeting employers’
needs: A study into the demand for i-Central, 2008

"1 Source: the Work Foundation — Ideopolis Il final report, 2008
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o It will also be important for partners to encourage more employers to
invest in leadership and management skills to help them move into
higher value added products, services and markets. To this end it will
be important to ensure that the leadership and management
qualifications funded by the public sector are fit for purpose and better
align the supply of skills training and development to address the
specific needs and concerns of employers.''?

7.2 Key issues for individuals and communities

There have been significant local and sub-regional variations in skills and labour
market trends and issues in recent years. In particular:

Some parts of the region have benefited significantly from employment growth in
recent years, notably Solihull, Staffordshire and Warwickshire, driven principally by
growth in business & professional services), Birmingham (driven principally by
growth in employment in hotels & catering and public administration off setting
falling employment in engineering) and Wolverhampton (driven principally by
growth in education and construction).

Meanwhile areas such as Sandwell, Walsall and Coventry have been
disproportionately affected by job shedding in engineering (notably motor vehicles
and electrical and mechanical engineering) and areas such as Stoke-on-Trent and
Dudley by significant falls in employment in other manufacturing industries (for
example ceramics and other mineral products)

At the same time the ‘available for work’ population in the region’s urban centres is
becoming younger and more ethnically diverse. The main minority ethnic groups in
the region are of Indian, Pakistani, Bangladeshi and Black Caribbean origin along
with other white ethnic groups, which have been boosted as significant numbers of
migrant workers from Eastern Europe have arrived in the region. Currently, only
London has greater diversity.

The proportion of young people from the shire counties that perform well at school,
gain good qualifications and to go on to further or higher education is well above
the regional and in some cases the national average. Performance is much poorer,
however, in the region’s urban centres.

"2 For further details see the leadership and management skills balance sheet analysis the
Observatory has produced on behalf of the RSP’s Leadership, Management and
Entrepreneurship work stream available via http://wmro.org/pageRedir.aspx/402/
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While there has been an encouraging upturn in the proportion of adults qualified to
Level 2 and above and Level 3 and above the region still has the highest proportion
of adults without any formal qualifications in the country. Low levels of adult
qualification attainment are concentrated in the region’s urban centres and among
disadvantaged groups such as older people and minority ethnic communities which
are accounting for a rapidly growing share of the region’s working age population.
The gap in attainment between these and better performing groups, moreover, is
widening year on year. These trends reflect a number of inter-related factors:

e Significant numbers of NEET young people entering the available for
work population

e The out migration of people who gain better skills and qualifications
from urban areas to the surrounding ‘shire counties’

e Leaving a core population of disadvantaged and hard to reach
individuals, which are falling further behind

A lack of appropriate skills and qualifications is acting as a barrier to participation
in employment with much lower employment rates in these urban areas.
Employment rates are low even in Birmingham and Wolverhampton, where
significant new jobs have been created in recent years.

This suggests that a significant proportion of local people in these and other urban
areas are marginalised in the labour market. Many localities are affected by a cycle
of social and economic deprivation, limited opportunities, low attainment and
aspirations. Many wards are among the most deprived 20% nationally in terms of
young peoples’ and adults’ qualification attainment and school absences and staying
on rates.

In response to these challenges the West Midlands Economic Strategy and the Skills
Action Plan calls for a step change in the region’s skills performance, based on
meeting the targets set in the Leitch Review of Skills. By 2011 more than 420,000
additional more working age adults need to have attained level 1 or above in
literacy, nearly 570,000 more need to have attained entry level 3 or above in
numeracy, nearly 700,000 more need to be qualified to level 2 or above and more
than 400,000 more need to be qualified to level 4 or above.

The size of the challenge is particularly significant for a number of the region’s
urban areas where rates of qualification attainment are currently particularly low
with regard to the Level 2 targets and especially the Level 4 targets.
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There is a real danger that these groups may lag further behind in the future, with
those who are already relatively well qualified continuing to be the most likely to
invest in their skills and qualification levels. Evidence suggests that participation in
education and training and attaining a qualification can play an important part in
breaking the cycle of disadvantage - raising aspirations, boosting individuals’
confidence and motivation and helping them to move off benefit and into
employment'"3.

Further action to help those marginalised in the labour market to access education,
training and employment, and to tackle the deep seated and often inter-related
barriers that they face, are vital. This will both ensure that they share in the
benefits of economic and employment growth and to ensure that employers are
able to meet their labour and skills needs in the future. To this end Jobcentre Plus
and the LSC are working together to deliver an integrated package of support
around careers advice and guidance, training and skills development and access to
employment for unemployed and low skilled individuals in the region. The
Integrated employment and skills programme, being trialed in the region from the
end of September 2008, aims to break the common cycle of unemployment, low
skilled work and back to unemployment that many individuals are locked into.

"2 Source: Impact of learning on employability in the West Midlands City Region — LSC/Centre
for Economic and Social Inclusion, 2008
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8 Appendix

1. Sector definitions:

Sector Name

Relevant
Sector Skills

Industries included

Relevant Cluster

Land based
industries

Engineering

Other
manufacturing

Electricity, gas
and water

Construction

Wholesale &
retail

Hotels &
catering

Council

Lantra

SEMTA

Cogent,

Proskills,
Improve,
Skillsfast

EU skills

Construction
skills, Summit
skills

Skillsmart, Skills
for Logistics

People 1st

Regional Skills Assessment 2008
West Midlands Regional Observatory

Agricultural crops, Agricultural
Livestock, Animal Care, Animal
Technology, Aquaculture,
Environmental Conservation, Equine,
Farriery, Fencing, Fisheries
Management, Floristry, Game and
Wildlife Management, Land-based
Engineering, Landscape, Production
Horticulture, Tress and Timber and
Veterinary Nursing

Aerospace, Automotive, Electrical,
Electronics, Marine, Mechanical,
Metals and Engineered Metal
Products, Science/Bioscience

Chemicals, Pharmaceuticals, Nuclear,
Oil & Gas, Petroleum, Polymers,
Building Products, Coatings,
Extractives, Furniture, Glass, Paper,
Printing, Food and Drink
Manufacturing, Fashion & Textiles

Public housing, Private Housing,
Infrastructure, Public non-residential,
Industrial, Commercial, Repair and
maintenance work, Electro-technical,
heating, ventilating, air conditioning,
refrigeration and plumbing

Retail sale in non-specialised stores,
specialised stores, pharmaceutical
goods, second hand goods and Freight
logistics and Wholesaling

Hospitality, Leisure, Travel and
Tourism industries. People 1*cover:
contract food service providers,
events, gambling, holiday parks,
hospitality services, hostels, hotels,
membership clubs, pubs, bars and
nightclubs, restaurants, self catering
accommodation, tourist services,
travel services and visitor attractions

Transport
technologies,
Environnemental
technologies, Medical
technologies

Food & drink, High
value added consumer
products

Building technologies

Tourism & leisure

106



Transport

Business &
professional
services

ICT & Telecoms

Public
Administration

Education

Health & social
care

Miscellaneous
services

GoSkills, Skills
for Logistics,
Automotive
skills

Financial
Services,
Assetskills

E-skills

Central
Government,
Skills for Justice

Lifelong
learning

Skills for care,
Skills for health

Skillset,
Skillactive
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Passenger transport, Freight logistics,
wholesaling and retail motoring

Financial Services, Insurance,
Accounting, Property, Housing
Facilities Management, Housing,
Cleaning and Car Parking

IT, Telecoms & Contact Centres

Central Government, all civil service
departments and agencies,
unaffiliated non-departmental
government bodies and Armed
Forces, policing& law enforcement,
youth justice, custodial care,
community justice, courts service,
prosecution services & forensic
science

Community learning, Education, FE,
HE, libraries, work-based learning,
training providers

Social care, children, early years &
young people's workforces & UK
Health sector (NHS, independent and
voluntary employers)

Creative media covering; TV, film,
radio, publishing, interactive media,
computer games, animation, photo
imaging and facilities. Active leisure
and learning industry (embracing
sport and fitness, outdoors and
adventure, play work, camping and
caravanning).

Specialist business &
professional services

ICT

Tourism & leisure,
Screen, image and
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2. IMD 2007 Education, Skills & Training domain Map: the
indicators:

Sub Domain: Children / Young People

» Average test score of pupils at Key Stage 2 (2 year weighted average, 2004-2005),
Source: Pupil Level Annual School Census (PLASC), National Pupil Database (NPD)

« Average test score of pupils at Key Stage 3 (2 year weighted average, 2004-2005),
Source: PLASC, NPD

« Best of 8 average capped points score at Key Stage 4 (this includes results of
GCSEs, GNVQs and other vocational equivalents) (2 year weighted average, 2004-
2005), Source: PLASC, NPD

« Proportion of young people not staying on in school or non-advanced education
above the age of 16 (2005), Source: HMRC Child Benefit (CB) data

» Secondary school absence rate (2 year average 2004-2005), Source: DCSF absence
data, PLASC

« Proportion of those aged under 21 not entering higher education (4 year average,
2002-2005), Source: Universities and Colleges Admission Service (UCAS), Higher
Education Statistics Agency (HESA)

Sub Domain: Skills

* Proportion of working age adults with no or low qualifications (2001) Source: Census
2001
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9 Glossary of terms

GVA - Gross Value Added (GVA) is a measure of the economic activity within an
economy and measures production and income. It provides a measure of economic
growth and wealth creation

GDP - Gross Domestic Product (GDP) measure total expenditure on finished or final
goods and services produced in the domestic economy

Knowledge Economy - This refers to the level of knowledge workers in a sector:
High knowledge intensity sectors are those in which typically 40% or more staff are
qualified to degree level or above. Medium knowledge intensity sectors are those
where between 25% and 40% of staff are qualified to this level

Working Futures - Working Futures and Working Futures 2 are sets of projections
undertaken by the Institute for Employment Research on behalf of the Sector Skills
Development Agency and the Learning and Skills Council

Net new jobs - Overall employment growth, excluding replacement employment

IMD - Index of Multiple Deprivation, developed by the Office of the Deputy Prime
Minister

HESA - Higher Education Statistics Agency
HEFCE - Higher Education Funding Council for England
ABI - Annual Business Inquiry

ILO - Definitions of Unemployment - Official estimates of unemployment are
produced by ONS based upon the ILO (International Labour Organization) definition.
This is a count of jobless people who want to work, are available to work, and are
actively seeking employment. The ILO definition is used internationally, so
comparisons between countries can be made, and it also allows for consistent
comparisons over time. Unemployment is calculated using data from the Labour
Force Survey (LFS), so it is subject to sampling differences. This is different to the
claimant count which measures those in receipt of benefits.

LFS - Labour Force Survey

APS - Annual Population Survey: this is based on the LFS but uses annualised data
and has a larger sample base

NESS - National Employer Skills Survey
ONS - Office for National Statistics
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DCSF - Department for Children, Schools and Families

Vocational Training / Work-related training - Work-related training’ data from the
LFS refers to training undertaken by an individual in work or out of work that is
related either to a job they do now or one they may do in the future
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Definition of Qualification levels

Level 4+

Level 3

Level 2

Level 1

Trade
Apprenticeships

Other qualifications

Includes Higher degrees and other post graduate qualifications. First
degree, ‘other’ degree and sub-degree higher education
qualifications such as teaching and nursing certificates, HNC/HNDs,
other HE diplomas

Vocational qualifications include those with RSA Advanced Diploma,
BTEC Nationals, ONC/ONDs, City and Guilds Advanced Craft or trade
apprenticeships and other professional or vocational qualifications
at level 3. Academic qualifications include those with Advanced
GNVQs or more than one GCE A level or 4 AS levels

Vocational qualifications include those with RSA Diplomas, City and
Guilds Craft, BTEC Firsts or trade apprenticeships and other
professional or vocational qualifications at level 2. Academic
qualifications include those with one GCE A level, five or more GCSE
grades A*-C or equivalent or 2 AS levels.

Vocational qualifications include those with BTEC general
certificates, YT certificates, other RSA qualifications, other City and
Guilds or other professional or vocational qualifications at level 1.
Academic qualifications include those with one or more GCSE grade
G or equivalent (but less than five at grades A*-C) or 1 AS level.

There are people who have completed a Trade Apprenticeship at
level 2/3. When coded against levels 50% are attributed to level 2
and 50% to level 3, in line with the ONS and DCSF methodology

There are qualifications which were not coded to an NVQ level.
When coded against levels 10% are coded to level 3, 35% to level 2
and 55% to level 1 - in line with the DCSF methodology

Level 2 + In this report, Includes Level 2 as above, plus 35% of ‘other’, and
50% or trade apprenticeships
Level 3 + In this report, Includes Level 3 as above, plus 50% of trade
apprenticeships, and 10% of ‘other’ qualifications.
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