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1 The research approach

A robust and insightful employment and skills evidence base for the City Region is
required to inform the development of the City Region Employment and Skills
Strategy and investment priorities for a Commissioning Plan which will accompany
the Strategy. The first report we produced in September 2009 drew on data and
intelligence assembled for the Observatory’s 2009 Regional Skills Assessment and
associated sub-regional skills profiles, presented in the form series of charts, with
an accompanying analysis of key trends, issues, strengths and weaknesses.

This report considers employment and skills issues in the City Region in more detail.
It includes analysis of macro-economic trends, trends in population and migration,
trends in earnings, the key drivers of skills change and emerging skills needs and
considers further the balance between the supply of and demand for skills.

The City Region Employment and Skills Multi Area Agreement partnership covers the
local authorities of Birmingham, Coventry, Dudley, Sandwell, Solihull, Telford and
Wrekin, Walsall and Wolverhampton. The West Midlands Regional Assembly,
Advantage West Midlands, the West Midlands Learning and Skills Council, Business
Voice West Midlands, Job Centre Plus and Higher Education are all members of the
MAA partnership.

The Employment and Skills Multi Area Agreement was formally signed with
Government on 9th September. A full copy of the document can be accessed at
www.cityregion.org
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2 Headline findings

2.1 Poor economic performance

Economic growth and productivity in the region as a whole has lagged the UK for a
number of years and the City region has lagged even further behind. This under
performance has historically reflected an under-representation of higher value
added ‘knowledge intensive’ sectors and industries, a lower proportion of higher
growth firms than other regions and low rates of innovation. This is constraining the
demand for higher level skills and the potential for the creation of skilled,
sustainable job opportunities. While Solihull bucks the trend with growth in Gross
Value Added (GVA) and GVA per head well above the national average, performance
is particularly poor in the Black Country.

2.2 Key sectors and clusters

2.2.1 The private sector

The private sector in the City Region is shrinking in employment terms and the
demand for higher level skills lags behind regional and national trends. While some
industries have expanded significantly over the last 5 years to become key drivers of
employment growth they tend to be dominated by lower value added activity:

e Nationally business & professional services is a high value added,
knowledge based sector. However apart from a cluster of companies in
higher value added markets based in Birmingham and Solihull, the
sector in the City Region tends to be characterized by more routine and
‘back office’ activities and lower skilled jobs

e The tourism & leisure cluster (with activity again concentrated in
Birmingham) is dominated by lower skilled, relatively poorly paid
employment

This has been offset, moreover, by the shedding of significant numbers of jobs in
engineering (notably in key regional industries such as motor vehicles and
mechanical and electrical engineering) and in other manufacturing industries such
as ceramics, clothing and textiles. This is particularly the case in Birmingham and
the Black Country. Job losses are principally the result of business closures and
relocation as activity has been transferred off-shore to lower cost economies such
as India and China.
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2.2.2 The public sector

In the public sector growth has been led by health & social care (notably in
Birmingham, Telford & Wrekin and the Black Country) and education (particularly in
Solihull and the Black Country). Indeed levels of job vacancies in these occupations
have continued to increase despite the recession. While many of the jobs being
created are in higher skilled occupations (for example doctors, nurses social workers
and other specialist staff) a significant proportion are in lower skilled ones (for
example care workers and healthcare assistants).

2.2.3 Emerging sectors and clusters

Nevertheless while higher value added private sector ‘knowledge industries’ have
hitherto been relatively poorly represented in the City Region there is evidence that
some are beginning to gain a foothold. Over the last 5 years ICT & telecoms and the
ICT cluster has expanded significantly in Coventry, Solihull and Telford & Wrekin.
Meanwhile two clusters that are key points to the government’s New Industry, New
Jobs agenda are becoming established in the City Region. While environmental
technologies cluster is growing strongly in the Black Country, Birmingham is
becoming a key centre for digital media.

2.3 Future prospects

While there are tentative signs of an improvement in economic and labour market
conditions across the City Region, the economic recovery is expected to be slow and
protracted. Headline GVA is not expected to begin to rise until 2010 and an upturn
in overall employment levels is not expected until 2013. Employment is not
expected to return to pre-recession levels until 2028.

Nevertheless there is an opportunity to boost the pace and strength of the City
Region’s economic recovery by supporting the development and growth of emerging
high value added sectors and clusters. In turn this will generate the high value
added activity and higher skilled employment that is vital to ensure the area’s
economic recovery and long term prosperity.
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2.4 Drivers of skills change and emerging skill needs

While there is no automatic relationship between skills and productivity, skilled
people are the building blocks of successful businesses. Skilled workers can carry
out more complex tasks, work more effectively and produce higher value products
and services. Skilled workers are also generally better at adapting to changing
working environments, enabling firms to respond better to changing global
competition and technology. In particular, as businesses move into higher value
added products, services and markets they will need skills in a number of areas, for
example:

e To help them exploit new technology - to drive up productivity and
exploit new value added markets

¢ To adapt to legislation relating to low carbon and sustainability issues -
leading to new ways of working and creating new market opportunities

¢ To meet the demands of an ageing population - for healthcare services
and new medical technologies and for a range of other services

e To satisfy more demanding consumers requiring higher quality products
and services and better customer service.

In particular there is likely to be a need for technical higher level skills specific to
sectors, industries and individual businesses. There will also be a need for
generic/transferable higher level skills such as leadership & management and
business development. Across all occupations, meanwhile, there will be a need for
ICT skills to exploit the potential of new technology and for inter-personal skills
such as communication and working in teams, problem solving and customer
service.

How businesses use these skills, however, particularly in combination with other key
drivers of productivity such as investment, innovation and enterprise, is also
critically important. For example investment in innovation and technology is more
profitable when combined with skilled labour, which is more able to take advantage
of such investment.

2.5 Potential hot spots for growth

Geographically, economic and employment growth and the demand for new skills
will be concentrated in:
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e The Impact Investment locations that have been identified by the
Shadow Joint Strategy & Investment Board which include New St
Station, Eastside and Longbridge in Birmingham, Birmingham
International Airport and North Solihull, Ansty Park in Coventry,
Bilston, Dudley, West Bromwich, Walsall and Wolverhampton town
centres in the Black Country and Telford town centre in Shropshire and
i54 on the border with Staffordshire. The majority of new jobs are
likely to be in the business & professional services, ICT & telecoms,
education and health & social care sectors with at least half in higher
skilled occupations.

e Locations that are acting as a focus for inward investment such as
central Birmingham, Solihull, Coventry and Telford.

2.6 The City Region’s skills base

Encouragingly the City region has young, diverse and growing working age
population. Over the next 20 years the area’s working age population is forecast to
grow by nearly 100,000 people, underpinned by a significant increase in numbers of
young people. This growth is being offset, however, by the out-migration of many of
the most skilled, qualified and ambitious young adults due to the limited supply of
higher skilled jobs in knowledge intensive industries.

These trends, combined with poor rates of qualification and skills attainment by
young people, are contributing to a poor skills base in the City Region. This
threatens to constrain the potential for economic growth and for diversification into
higher value added sectors and clusters.

With the notable exception of Solihull, where attainment outstrips both regional
and national trends, attainment of higher level skills and qualifications lags
significantly behind in the City Region. In addition, the proportion of adults with no
formal qualifications, which at 14% in the region as a whole is the worst in England,
rises to 21% in Sandwell and 28% in Wolverhampton (rising to 32% in the
Wolverhampton North East parliamentary constituency and 36% in Wolverhampton
South East). The gap between attainment in these areas and better performing
parts of the region, moreover, is widening over time.

2.7 Skill gaps and shortages

These problems mean that many businesses in the City Region are faced with a gap
between the skills and expertise needed to develop and grow and those available
within their workforce. In many cases they are also faced with a shortage of people
in the labour market with the skills required.

10
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In 2007 the proportion of staff with skill gaps remained above the regional average
in manufacturing and above the England average in engineering—sectors that are
key drivers of the City Region’s economy. At the same time the proportion of job
vacancies due to skill shortages remained significant in both sectors.

2.8 Travel to work patterns

As a result many businesses looking to develop and grow are looking further afield,
often to areas with a stronger skills base, for the skills and talent they need. This is
particularly the case in areas where emerging high value added sectors and clusters
are concentrated. For example:

e In Solihull a significant proportion of the workforce are people from
Bromsgrove and Redditch in Worcestershire and from Warwick and
Stratford-on-Avon in Warwickshire

¢ In Coventry employers draw a substantial number of workers from
Warwick and Rugby

¢ In Birmingham a significant proportion of workers are in-commuters
from Bromsgrove in Worcestershire and Lichfield and Tamworth in
Staffordshire

e In Telford & Wrekin a substantial proportion of the workforce reside in
the Shropshire districts of Bridgnorth, North Shropshire and Shrewsbury
& Atcham and from South Staffordshire.

2.8.1 Unemployment and worklessness

At the same time for many people living in the City Region a lack of relevant skills
and qualifications is a key barrier to participation in employment. Inactivity and
underemployment is dehabilitating, sapping aspiration, talent and determination
and leading to social costs as well as lost productivity.

At 21% in March 2009' the proportion of the City Region’s working age population
claiming out of work benefits was well above the regional average of 17% and a
figure of 15% for England as a whole. While a significant number of claimants are
those who have lost their jobs in the recession others are ‘repeat claimants’ who
have left benefits to enter employment in the past but who have not managed to
stay in work in the long term. There are also significant numbers of Incapacity
Benefit claimants who face multiple and complex barriers to employment.

2.8.2 Earnings

The varying patterns of supply of and demand for labour and skills across the City
Region are also reflected in patterns of earnings:

! ONS benefit claimants — March 2009 (latest available data)
11
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e Average annual workplace pay in Solihull was well above the national
average, reflecting the presence of high value added sectors and
clusters like high value business services, education and ICT which are
boosting growth in GVA and productivity and creating highly skilled,
well paid jobs.

e But in Coventry, Birmingham and Telford & Wrekin average annual pay
levels were close to the national average. This reflects the fact that
while some high value added clusters are gaining a foothold in these
areas lower value added industries, which still employ significant
numbers of unskilled operatives who can be paid as little £12,000 per
annum, continue to account for a significant proportion of
employment.

¢ In Sandwell, Dudley and Walsall lower value added industries account
for an even greater proportion of overall employment and pay levels
were well below the national average. While lower skilled ‘entry level’
jobs in these industries can provide an opportunity for disadvantaged
local people to gain a foothold in the labour market, low pay levels and
‘in work poverty’ are often the underlying reason for an inability to
achieve sustainable employment.

12
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3 The demand for skills

3.1 Trends in economic performance

3.1.1 Regional context

Despite steady growth in the early 1990s, economic growth has lagged the UK since
then. Output (GVA) per head has lagged behind since the 1970s and by 2005 it was
just 89% of the UK average. When scaled across the whole economy this equates to
a £10 billion ‘output gap’ - in other words the region’s economy would be £10
billion richer if output per head matched the regional average®. Unfortunately the
latest update data we have is for 2007 which predates the recession. Even then,
however, the ‘output gap’ had grown to £15 billion. This under performance has
historically reflected an under-representation of higher value added ‘knowledge
intensive’ sectors and industries and a shrinking private sector, a lower proportion
of higher growth firms than other regions and low rates of innovation®. This is
constraining the demand for higher level skills and the potential for the creation of
skilled, sustainable job opportunities.

3.1.2 Economic performance in the City Region

3.1.2.1 GVA growth

Over the last decade the growth of the City Region’s economy has lagged even
further behind. Between 1996 and 2006* the area’s GVA grew by 49%, which
compares with a figure of 55% across the region as a whole and an England average
of 70%. Encouragingly GVA growth was some 85% in Solihull - but was well below the
England average elsewhere in the City Region. Growth was only 42% in
Wolverhampton and Walsall, 38% in Coventry and just 34% in Dudley and Sandwell
(see chart 1).

% Source: AWM — Connecting to Success: West Midlands Economic Strategy, 2008
® Source: AWM — the West Midlands Economy - analysing the output gap, 2009
* ONS 2009 (2006 is the latest available data)
13
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1. Trends in headline GVA 1996 - 2006

West Midlands England
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Source: ONS 2008 West Midlands Regional Observatory 2009 1

3.1.2.2 Productivity

At £17,500 in 2006 GVA per head in the City Region was above the regional average
but well below the figure of £19,400 across England as a whole. Again Solihull bucks
the trend for the area as a whole. GVA per head of more than £21,500 was 11%
above the England average and has been on a strong upward trend since the 1990s
(see chart 2). But while increasing GVA per head in Birmingham (£18,600), Coventry
(E17,900) and Telford & Wrekin (£17,500) had fallen below the figure for England as
a whole by 2006. GVA per head has been consistently well below the national
average, meanwhile, in the Black Country and in 2006 was just £15,500 in Walsall
and Wolverhampton and £14,600 in Dudley and Sandwell.
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2. Trends in GVA per head in the City Region 81995-2006
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Source: ONS 2008 West Midlands Regional Observatory 2009 2

3.2 Key sectors and clusters

3.2.1 The private sector

One of the key causes of the slow output growth, low productivity and a weak
demand for higher level skills in the City Region is a private sector that is
contracting in employment terms. It is dominated, in the main, by relatively low
value added activity. In particular:

While some industries have expanded significantly over the last 5 years
they tend to be dominated by lower value added activity. Nationally
business & professional services is a high value added, knowledge based
sector. However, apart from a cluster of companies in higher value
added markets based in Birmingham, the sector in the City Region
tends to be characterized by more routine and ‘back office’ activities
and lower skilled jobs. Hotels & catering and the tourism & leisure
cluster, meanwhile, is dominated by lower skilled, relatively poorly
paid employment.

15
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e At the same time this growth has been offset by the shedding of
significant numbers of jobs in engineering (notably in key regional
industries such as motor vehicles and mechanical and electrical
engineering) and in other manufacturing industries such as ceramics,
clothing and textiles®. Job losses are principally the result of business
closures and relocation as activity has been transferred off-shore to
lower cost economies such as India and China®.

3.2.2 The public sector

In the public sector growth has been led by health & social care and education.
While many of the jobs being created are in higher skilled occupations (for example
doctors, nurses social workers and other specialist staff) again a significant
proportion are in lower skilled roles (for example care workers and healthcare
assistants).

3.2.3 Emerging sectors and clusters

While higher value added ‘knowledge industries’ have hitherto been relatively
poorly represented in the City Region there is evidence that some are beginning to
gain a foothold. Over the last 5 years ICT & telecoms and the ICT cluster has
expanded significantly in a number of locations in the area. Meanwhile two clusters
that are key to the government’s New Industry, New Jobs agenda’, environmental
technologies and digital media, are becoming established in the City Region.

3.2.4 Trends within the City Region

3.2.4.1 Birmingham
Sectors and clusters driving growth that are already significant in employment terms
include (see chart 3):

e Business & professional services, in which the city has strength across a
wide range of activities which supported more than 100,000 jobs in
2007. However while a quarter of employees work in higher value
added activities such as financial services, legal services and
management and other specialist consultancy the majority are
employed in lower skilled, value added activities such as recruitment &
HR and property services.

e Health & social care - which supported more than 61,000 jobs in the
City in 2007.

®> Source: ONS Annual Business Inquiry 2003-2007 (latest available data)
® Source: AWM Cluster Skills Research 2009
’ Source: Department for Business, Innovation & Skills — New Industry, New Jobs policy
document, April 2009
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The City is also home to a number of emerging sectors and clusters that account for
a more limited share of regional employment at the moment but have the potential
to grow significantly in the future. These include:

e The tourism & leisure cluster which supported nearly 44,000 jobs in the
city in 2007 - up by more than 50% since 2003. The City’s position in
the heart of England and its proximity to the motorway network, which
has attracted significant numbers of hotels, has helped to fuel
development and sustain visitor numbers®.

e The ICT cluster which supported more than 12,000 jobs in 2007

¢ The digital media cluster which supported more than 3,000 jobs in the
city in 2007. Birmingham is ‘one of the world’s top five music
hotspots’® and has a growing interactive media sector with high profile
blue-chip clients and an expanding talent base in film and television
production.

3. Employment growth/share matrix - Birmingham

Emerging sectors Drivers of employment growth
High
Hotels & catering/tourism & leisure Business and Professional Services
Public Administration Health and Social Care

ICT & telecoms/ICT cluster
Digital media cluster

Key sectors in decline

Engineering/transport technologies
Food & drink cluster
Other Manufacturing

Employment growth 2001-2007

-

ow

Low Share of employment in 2007 High

Source: ABI West Midlands Regional Observatory 2009 3

However there are also a number of key sectors and clusters in decline - which
account for a significant share of employment but which are currently reducing
their number of jobs. In should be noted, however, that significant numbers of job
opportunities are still arising due to factors such as staff turnover and an ageing
workforce. These include:

® Source: Skills Active Sector Skills Council: review of education and training in the tourism &
leisure sector, 2007
® Source: Billboard Magazine 2009
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¢ Engineering, where employment has fallen by 34% between 2003 and
2007. The sector in the city is dominated by transport technologies and
the manufacture of motor vehicles and components in particular. While
many of the job losses reflect business rationalisation and closures,
employment levels are also being reduced as a result of efforts to
reduce overheads and drive up productivity and exploit the benefits of
new technology to boost value added and market share. This is
particularly the case for the many companies based in the region
operating in global markets'.

¢ Other manufacturing industries, where employment has fallen by 24%.
The food and drink, furniture and printing industries are particularly
important sources of employment in Birmingham. Job losses are
principally the result of business closures and relocation as activity has
been transferred off-shore to lower cost economies such as India and
China''. At the same time, however, activity has continued to increase
in some specific industries - notably the city’s growing ethnic foods
industry'2.

3.2.4.2 Coventry

In Coventry key drivers of employment growth include business and professional
services - which employed more than 26,000 people in the city in 2007 (see chart
4). However while around 4,000 of these work in higher value added financial
services activities the majority are employed in lower value ones such as
recruitment & HR, property services and cleaning services.

Emerging sectors include ICT & telecoms where employment has grown by 30%
between 2003 and 2007. The most rapid growth has been in the development,
production, installation and maintenance of IT hardware and software and
associated consultancy and training.

Key sectors in decline include:

e Engineering where employment has declined by 33%. However while
job losses have been significant in motor vehicles and components
these have been offset by significant growth in employment in
instrument engineering and medical technologies.

e Other manufacturing where employment has fallen by 30%. Key
activities in the City include the manufacture of furniture, building
products, plastics and printing.

1% Source: AWM Cluster Skills Research 2009
" ibid
* ibid
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4. Employment growth/share matrix - Coventry

Emerging sectors Drivers of employment growth
High
Construction Business and Professional Services
ICT and Telecoms/ICT cluster Retail & wholesale
Education

Key sectors in decline

Engineering/transport technologies
Other Manufacturing

Employment growth 2001-2007

,_
Q
z

Low Share of employment in 2007 High

Source: ABI West Midlands Regional Observatory 2009 4

3.2.4.3 Telford & Wrekin

Key drivers of employment growth include Business & professional services -
although again the majority of employment is in lower value activities such as
recruitment & HR, property services and cleaning services (see chart 5).

5. Employment growth/share matrix d Telford & Wrekin

Emerging sectors Drivers of employment growth
High
ICT and Telecoms/ICT cluster Business and Professional Services

Health and Social Care

Key sectors in decline

Engineering/transport technologies

Employment growth 2001-2007

Other Manufacturing/food & drink cluster
L

Q
z

Low Share of employment in 2007 High

Source: ABI West Midlands Regional Observatory 2009 5
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Emerging sectors include:

e ICT & telecoms where employment increased by 35% to total nearly
4,000 in 2007. As in Coventry the most rapid growth has been in the
development, production, installation and maintenance of IT hardware
and software and associated consultancy and training.

e Health & social care where employment has more than doubled to
more than 10,000 in 2007.

Key sectors in decline include engineering (notably motor vehicles and components)
and other manufacturing (notably food & drink where employment decreased by
35%) in this sub-region too.

3.2.4.4 The Black Country
In the Black Country key drivers of growth include (see chart 6):

e Business & professional services - which supported nearly 70,000 jobs in
the area in 2007. Again the majority of employment is in lower value
activities such as recruitment & HR, property services and cleaning
services.

e Health & social care - which supported more than 50,000 jobs in the
area in 2007.

6. Employment growth/share matrix dBlack Country

Emerging sectors Drivers of employment growth
High
Education Business and Professional Services
Public Administration Health and Social Care
Construction/building technologies
cluster

Environmental technologies cluster

Key sectors in decline

Employment growth 2001-2007

Engineering

Other Manufacturing/lifestyle & interiors
cluster

Retail & wholesale

L

)
b3

Low Share of employment in 2007 High

Source: ABI West Midlands Regional Observatory 2009 6
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Emerging sectors include:

e Construction and the building technologies cluster - where employment
expanded by 50% in Sandwell and nearly doubled in Wolverhampton
between 2003 and 2007

e The environmental technologies cluster - where employment expanded
by 16% in Sandwell and 46% in Walsall

e Education - where employment expanded by more than 10% in Dudley
and more than 40% in both Wolverhampton and Walsall

e Public administration - where employment expanded by 7% in
Sandwell, 10% in Dudley and more than 30% in Walsall.

Key sectors in decline are:

e Engineering where employment declined by 25% in Dudley, 20% in
Sandwell, 30% in Walsall and 39% in Wolverhampton. Job losses have
been particularly significant in mechanical engineering, metal goods
and metal treatment.

¢ Other manufacturing where employment declined by 14% in Dudley,
16% in Sandwell, 22% in Walsall and 28% in Wolverhampton. Job losses
have been particularly significant in the interiors & lifestyle cluster and
in particular in industries such as leather goods, furniture and plastics.

3.2.4.5 Solihull

Key drivers of growth include (see chart 7):

e The specialist business services cluster which employed nearly 8,000
people in Solihull in 2007. While the wider business & professional
services sector declined in employment terms over the 2003-2007
period this more specific, value added range of activities increased its
employment by nearly 1,700 jobs.

e The education sector which supported nearly 9,500 jobs in the area in
2007.

Emerging sectors and clusters include:

e Construction (where employment expanded by more than 70% between
2003 and 2007) and the building technologies cluster

e |ICT & telecoms and the ICT cluster which employed more than 6,600
people in the area in 2007. As in Coventry and Telford & Wrekin key
activities include the development, production, installation and
maintenance of IT hardware and software.
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7. Employment growth/share matrix - Solihull

Emerging sectors Drivers of employment growth
High
Construction/building technologies Specialist business services cluster
ICT & telecoms/ICT cluster Education

Key sectors in decline

Business and Professional Services
Engineering/transport technologies

Employment growth 2001-2007

cluster

-

ow

Low Share of employment in 2007 High

Source: ABI West Midlands Regional Observatory 2009 7

Employment in engineering declined by more than 30%. Meantime job losses have
been particularly significant in the transport technologies cluster and in motor
vehicles and components in particular.

3.3 Impact of recession

3.3.1 Employment opportunities

3.3.1.1 Regional context

In 2009 the UK and the region entered a global recession which has led to falling
employment and rising unemployment. The West Midlands has been particularly
affected due to its strong manufacturing base, which has been hard hit by the
falling value of sterling and reduced consumer spending. However despite rising
unemployment, many companies are still looking to recruit people with the skills,
experience and qualifications they require to survive the recession and gear up for
recovery®.

'3 Source: Observatory quarterly bulletin — The impact of the economic downturn on skills and
the labour market, July 2009
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While there has been a steep decline between June 2008 and June 2009 in job
vacancies in certain occupations (notably operatives, skilled trades, admin. &
secretarial and unskilled elementary occupations) the decline has been less
significant in professional and associate professional & technical occupations (e.g.
nurses, teachers and IT professionals). At the same time, vacancies have increased
in personal & protective service occupations (e.g. care workers, healthcare
assistants and other staff in the health and social care sectors)'.

3.3.1.2 Trends in the City Region
Similar trends can be observed in the City Region. The number of vacancies notified
to Job Centres declined by a third between June 2008 and June 2009, and by 44% in
Walsall, 45% in Sandwell and 49% in Telford & Wrekin (see chart 8). The decline in
vacancies was particularly significant in:

e Skilled trades occupations (nearly 60% overall, more than 60% in
Dudley, Sandwell and Wolverhampton and more than 70% in Coventry)

e Plant & machine operative occupations (nearly 60% overall, more than
60% in Dudley, Sandwell and Wolverhampton and more than 70% in
Walsall)

e Admin & secretarial occupations (more than 40% overall, more than 60%
in Dudley and Telford & Wrekin and more than 70% in Sandwell)

e Elementary & unskilled occupations (more than 40% in Telford &
Wrekin, Sandwell and Walsall.

At the same time, however, numbers of vacancies increased by nearly 40% in
personal services occupations (and increased by nearly 50% in Dudley and more than
doubled in Sandwell). There was also a slight rise in vacancies in professional
occupations (and an increase of 11% in Birmingham, 23% in Coventry and nearly 50%
in Dudley).

4 Source: Job Centre Plus 2009
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8. Percentage change in notified vacancies by occupation
June 2008 dJune 2009, City Region

Personal Service Occupations

Professional Occupations

Associate Professional and Technical Occupations
Sales and Customer Service occupations
Managers and Senior Officials

Elementary Occupations

Administrative and Secretarial Occupations
Process, Plant and Machine Operatives

Skilled Trades Occupations

-80% -60% -40% -20% 0% 209% 40%
Percentage change in notified vacancies

Source: NOMIS (JCP) 2009 West Midlands Regional Observatory 2009 8

3.3.2 Skill gaps and mismatches

3.3.2.1 Regional context

Not surprisingly there has been a sharp increase between June 2008 and June 2009
in numbers of claimant unemployed who previously worked in occupations hardest
hit by the recession such as operatives and skilled trades. But there has also been a
significant rise in unemployment among people with skills and experience in
occupations for which vacancies have held up better such as professional, associate
professional & technical’.

At the same time significant numbers of employers are struggling to recruit -
despite the fact that many thousands of those that have become unemployed over
the last 12-18 months have the skills and experience they are looking for. While the
proportion has fallen during the recession, in the 1* quarter of 2009 more than 30%
of West Midlands companies looking to recruit were encountering difficulties'.

3.3.2.2 Trends in the City Region

These trends have also been evident across the City region. Overall unemployment
increased by some 45,000 (63%) between June 2008 and June 2009. In absolute
terms the most significant increases were in Birmingham (nearly 15,000), Dudley,
Sandwell and Walsall (more than 5,000 in each case) but in percentage terms the
most significant increases were in Telford & Wrekin (113%) and Solihull (105%).

®source: Observatory quarterly bulletin — The impact of the economic downturn on skills and
the labour market, July 2009
'® Source: West Midlands Confederation of Chambers of Commerce Quarterly Economic
Survey 2009
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Claimant unemployment has risen sharply among people in occupations that have
been hit hard by the recession (see chart 9):

e Overall numbers of claimants with previous experience in skilled trades
has increased by 87%. Numbers have increased by more than 70% in
Solihull and Walsall and have doubled in Telford & Wrekin

e Numbers with previous experience as operatives have increased by 86%
- and by more than 140% in Telford & Wrekin, Solihull and Dudley

¢ Numbers with previous experience in admin & secretarial occupations
have increased by 64% - and have more than doubled in Solihull,
Coventry, Dudley, Sandwell and Walsall.

9. Percentage change in claimant unemployed
June 2008 dJune 2009, City Region

Managers and Senior Officials

Professional Occupations

Skilled Trades Occupations

Process, Plant and Machine Operatives

Associate Professional and Technical Occupations
Administrative and Secretarial Occupations

Sales and Customer Service occupations

Personal Service Occupations

Elementary Occupations

T T T T T T 1

0% 20%  40%  60%  80% 100% 120% 140%

Percentage change in claimant unemployed

Source: NOMIS (JCP) 2009 West Midlands Regional Observatory 2009 9

But there have also been significant increases in unemployment among people with
experience in occupations where vacancies have continued to increase. Numbers
with previous experience in personal service occupations have more than doubled -
and increased by more than 170% in Solihull and Walsall . Numbers with previous
experience in professional occupations have increased by 86% - and have more than
doubled in Telford & Wrekin, Solihull, Dudley, Sandwell and Walsall.
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3.4 Future prospects

There are already tentative signs of an improvement in economic and labour market
conditions across the City Region. While unemployment levels are likely to continue
to rise for some months, yet there are signs of employers starting to take on new
staff and increase spending on training and development. Nevertheless latest
forecasts indicate that these trends will take some time to feed through to
increases in headline regional gross value added (GVA) and employment levels:

e After declining by 3.4% in 2008 and a further 0.8% in 2009 growth in
GVA is expected to resume in the City Region in 2010. GVA is not
expected to return to pre-recession levels, however, until 2013.

e After declining by more than 32,000 jobs in 2009 headline employment
levels in the City Region are expected to fall by a further 30,000
between now and 2012. While an upturn is expected thereafter this is
expected to be modest - with employment only returning to pre-
recession levels in 2028".

Nevertheless there is an opportunity to boost the pace and strength of the City
Region’s economic recovery by supporting the development and growth of emerging
high value added sectors and clusters. In turn this will generate the high value
added activity and higher skilled employment that is vital to ensure the area’s
economic recovery and long term prosperity.

3.5 Drivers of skills change and emerging skill needs

While there is no automatic relationship between skills and productivity, skilled
people are the building blocks of successful businesses. Skilled workers can carry
out more complex tasks, work more effectively and produce higher value products
and services. Skilled workers are also generally better at adapting to changing
working environments, enabling firms to respond better to changing global
competition and technology’. A range of specific drivers of skills change can be
identified within the City Region’s key sectors and clusters':

' Source: Observatory Integrated Policy Model 2009
'8 Source: Skills for Growth — the national skills strategy - Department for Business,
Innovation& Skills, 2009
% Source: Observatory Regional Skills Assessment — skills issues in key sectors and clusters,
2009
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In high value business & professional services key drivers of change
include a growing demand for services to support e-commerce and from
an ageing population there is also the potential to develop the area as
a ‘centre of excellence’ for Islamic Finance. These trends are creating
a demand for skilled paraprofessional staff such as legal executives and
accounting technicians and for better developed generic skills in areas
such as leadership & management, managing teams, making sales and
managing relationships®.

In health & social care key drivers of change include the demands of an
ageing population and a need to achieve efficiency savings via
exploiting new technology and service redesign. This is creating a
demand for literacy and numeracy, communication and interpersonal
skills, IT skills, for expertise in information sharing and in leading and
in working in multi-agency teams”'.

In education there is an increasing need to identify and secure new
sources of funding, develop services that are responsive to changing
customer needs and to exploit the benefits of new technology. In turn
this is generating a demand for professionals with specific technical
and practical skills and for transferable and wider employability skills
in areas such as ICT, customer service and leadership & management?.
In hotels & catering and the tourism & leisure cluster there is a growing
demand from consumers for a high standard of customer service, for
freshly prepared ingredients, cooking from scratch and for a wider
range of international cuisines. This is creating a demand, for example,
for better leadership & management, good customer service skills and
for chefs with a high level of technical skills®.

In construction and building technologies there is an increasing need to
respond to legislation in areas such as procurement and employment,
to improve performance in areas such as safety, productivity and
customer satisfaction and to exploit opportunities associated with
innovation and new technology and the demand for more sustainable
products and processes. In turn this is generating a demand for skilled
and experienced managers and specialist professional staff. **

20 Source: AWM cluster skills research 2009

2! Skills for Health Policy and Labour Market Intelligence Briefing Issue 2 — July 2009

2 Source: Lifelong Learning Sector Skills Council Sector Skills Agreement 2006
23 People 1* Sector Skills Council Sector Skills Agreement, 2007

?* Source: Construction Skills Sector Skills Council Sector Skills Agreement (Making the Case

for Change) September 2005
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In the digital media cluster key drivers of change include a need to
develop digital content for entertainment, with a focus on film,
television, games, audio and music, exploit digital content to develop
innovative and future focused education and encourage a healthy
lifestyle and use digital media in a range of business activities such as
training, scenario and business planning and virtual conferences. This is
creating a need to address skill gaps among graduates looking to move
into the cluster and provide training for existing staff to help them
keep abreast of new developments and technological advances®.

In the ICT cluster the marriage of computing, communications,
content, and consumer electronics is creating a wealth of
opportunities. Key emerging markets include ICT security, informatics,
mobile & wireless, photonics and radio frequency identification. This is
creating a demand for high level leadership and relationship
management, project and programme management skills, business
intelligence, information analytics and architecture skills, networking,
a range of specific software skills®.

In the environmental technologies cluster significant opportunities are
expected to arise in renewable energy technologies, recycling and
waste management and in clean and waste water management. This is
creating a demand for scientific specialists, operational waste plant
specialists, installation skills relating to renewable energy systems and
appropriately skilled and qualified energy assessors. There is also a
demand for more generic skills such as an ability to combine technical
skills and commercial acumen, awareness of environmental technology
development globally and a broad based understanding of sustainability
issues” .

In engineering and the transport technologies cluster opportunities are
emerging in areas such as global project management, computer
modelling and simulation, electronic components and integrated
systems, composite materials and low carbon engine design and
manufacture. As a result there is an emerging need for graduates and
highly skilled technicians and for management and leadership and high
level organisational management skills. 2

%5 Source: AWM cluster skills research 2009

% ibid

" West Midlands Regional Observatory/Labour Market Solutions Ltd — environmental
technologies skills review, 2009
?8 Source: SEMTA Sector Skills Council Sector Skills Agreement 2006
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e A range of other manufacturing industries are also a key source of
employment throughout the City Region. Market opportunities are
arising associated with developments such as the development of
plastic electronics technology and the expansion of strategic industries
such as nuclear power. As a result there is an increasing need for
skilled managers and specialist technical staff and for generic skills
such as communication, business development, customer service, team
working and project management?.

Economic and employment growth in the sub-region is expected to be given added
impetus by Impact Investment Locations identified by the shadow Joint Strategy and
Investment Board. These underpin its advice to Government on future funding
priorities and will be key centers for job creation. These include Ansty Park in
Coventry, Birmingham International Airport runway extension, Eastside urban
regeneration project, Icknfield Port Loop development, Longbridge, North Solihull,
Dudley town centre/Brierley Hill, Walsall Waterfront, Wolverhampton city centre
and Telford town centre developments and the i54 development just over the
border in Staffordshire®. In addition:

e The Birmingham Gateway development around New Street Station
could potentially create up to 2,750 new jobs in business & professional
services and public sector services. Nearly two thirds will be higher
skilled managerial, professional or technical jobs®'.

e The All Saints development in Sandwell could potentially create up to
1,600 new jobs in business & professional services and hotels &
catering. Nearly two thirds will be higher skilled managerial,
professional or technical jobs.

e The Bilston Urban Village in Wolverhampton could potentially create up
to 900 new jobs in public sector services, health & social care. Again
nearly two thirds will be higher skilled managerial, professional or
technical jobs.

The extent to which inward investment is attracted into the region will be a key
factor in the success of these locations in generating economic and employment
growth. It is expected that future investment will*:

¢ Be concentrated in sectors and clusters in which the region has already
developed a strong knowledge and skills base such as ICT, business &
professional services and automotive

9 Source: COGENT Sector Skills Council Sector Skills Agreement 2006
% Source: West Midlands Regional Funding Advice: Shadow Joint Investment & Strategy
Board, 2009
" Source: Analysis of the employment potential and skills requirements of selected Key
Investment Locations, Advantage West Midlands, 2009
%2 Source: AWM Inward Investment Team 2009
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e Lead to job creation in office based activities such as R&D, marketing
and sales & distribution rather than manufacturing activity. While many
jobs are likely to require graduate level skills there will also be a
demand for people with lower or intermediate level skills combined
with work experience.

e Be focused on areas where this is concentrated such as Telford &
Wrekin, Solihull and central Birmingham.
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4 The Supply of skills

4.1.1 Trends in demography and migration

Encouragingly the City region has an increasingly young, diverse and growing
working age population. As chart 10 shows the area’s working age population is
forecast to grow by just under 100,000 (6%) in the next 10 years and by more than
180,000 (11%) by 2028. This growth is expected to be underpinned by a significant
increase in the number of young people. Numbers of 0-15 year olds are expected to
increase by more than 65,000 (12%) in the next decade and by nearly 84,000 (14%)
by 2028.

10. Population projections for the City Region, 2009 to
2028

20% -
15% -

10% -

——age 0-15
-8 Working age
Pension age

Percentage change

Source: ONS 2008 West Midlands Regional Observatory 2009 10

Population growth is expected to be most significant in Birmingham with an increase
of 36,000 (16%) in numbers of 0-15 year olds and of 49,000 (8%) in the working age
population by 2019. However this rate of growth, while substantial, is less
significant than in a number of other UK cities. In Manchester, for example, the
working age population is expected to increase by 13% over the period. Elsewhere in
the City Region the most significant increases are expected to be in Coventry with a
13,000 (7%) increase in the working age population and Sandwell with a 12,000 (7%)
increase by 2019.
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However population growth is expected to be offset by the out-migration of working
age adults - to elsewhere in the West Midlands, the rest of the UK and overseas.
This reflects the limited demand for higher level skills and creation of higher skilled
jobs highlighted in section 3.1. As a result the most skilled, qualified and ambitious
local residents are likely to be migrating to other areas to live and work.

In 2007/2008 more than 106,000 people migrated out of the City Region. The most
significant net outflows were from Birmingham (-20%) and Wolverhampton (-18%-
see chart 11) and among 25-44 year olds (-5,600) and 45-64 year olds (-3,200 - see
chart 12).

11. Balance of internal migration within the City Region, 2007 - 2008

City Region West Midlands
Solihull
Dudley
Sandwell
Walsall
Coventry
Telford % Wrekin
Wolverhampton
Birmingham
-2'5% -2'0% -1'5% -1'0% -5% 0% 5% 1;]% 1;')% 2;]%
Percentage change
Source: ONS 2009 West Midlands Regional Observatory 2009 11
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12. Balance of internal migration within City Region and West Midlands per
age Odabsolute change, 2007 - 2008

15-24 I
wM
25-44
-6,000 -5,000 -4,000 -3,000 -2,000 -1,000 0 1,000
Absolute change in internal migration (persons)
Source: ONS 2009 West Midlands Regional Observatory 2009 12

4.2 The 14-19 agenda

4.2.1 Regional context

There have been considerable improvements in the achievements of the region’s
young people - in terms of both qualification attainment while in compulsory
education and participation in post 16 learning. The proportion of 15 year olds
achieving 5 or more at GCSE A*-C including Maths and English has been rising
steadily in recent years to 46% in 2007/08. However, attainment still remains
behind national trends (the England average is 48%) and attainment levels still vary
widely across the Region®’. The percentage of 19 year olds that have attained Level
2 and Level 3 qualifications has also increased strongly—from 64% in 2003/04 to 75%
in 2007/08 for level 2 and from 39% in 2003/04 to 47% for level 3*.

4.2.2 Trends in the City Region

As already highlighted employment rates for young people are particularly low in
many parts of the City Region. Achieving good qualifications is essential if young
people are to successfully secure and progress in employment. Encouragingly
Solihull performs particularly strongly. In 2007/08 the area had the highest rate of
GCSE attainment of any LEA in the region (see chart 13) and the third highest rate
of attainment for both Level 2 and Level 3 at 19 (see charts 14 and 15). Attainment
still lags behind in other areas, however.

% Source: DCSF 2008
% Source: DCSF/LSC matched administrative data 2008
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While GCSE attainment in Dudley was above the regional average, attainment of
both Level 2 and Level 3 at 19 continues to lag behind.

In both Birmingham and Telford & Wrekin there has been an encouraging
improvement in GCSE attainment in recent years, closing the gap to equal the
regional average in 2007/08. However Attainment of level 2 at 19 remains 5
percentage points and attainment of level 3 at 19 remains 4 percentage points
below the figure for the region as a whole.

Attainment in Coventry has increased in line with regional trends since 2004/05.
However GCSE attainment remains 4 percentage points, attainment of level 2 at 19
remains 5 percentage points and attainment of level 3 at 19 remains 3 percentage
points below the regional average.

In Wolverhampton GCSE attainment, attainment of level 2 at 19 and attainment of
level 3 at 19 are all 6 percentage points below the regional average.

While improving year on year GCSE attainment in Walsall is 6 percentage points,
attainment of level 2 at 19 is 9 percentage points and attainment of level 3 at 19 is
10 percentage points below the regional average.

GCSE attainment (15 percentage points below the regional average) and attainment
of level 2 at 19 (12 percentage points below the regional average) in Sandwell are
both the poorest in the West Midlands.

13. Proportion of pupils achieving 5 or more GCSE A*-C grades, incl. Maths
and English, 2007/08
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Source: DCSF 2007/08 West Midlands Regional Observatory 2009 13
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14. Proportion of 19 year olds with NVQ Level 2, 2007/08
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Source: DfES/ LSC matched administrative data West Midlands Regional Observatory 2009 14

15. Proportion of 19 year olds with NVQ Level 3, 2007/08

- West Midlands
Warwickshire

Worcestershire
sotvu!. |
Shropshire
Herefordshire

Staffordshire

Coventry ]
Dudley
Birmingham
Telford and Wrekin
Wolverhampton
Walsall
Sandwell

Stoke-on-Trent

T T T T T T 1

0% 10% 20% 30% 40% 50% 60%
Proportion of 19 year olds with NVQ Level 3

Source: DfES/ LSC matched administrative data West Midlands Regional Observatory 2009 15
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4.3 Adult skills and qualifications

4.3.1 Regional context

Although it is improving, adult qualification attainment continues to underperform
in relation to other regions. In 2008 the region was 8th in England in terms of the
proportion of working age adults qualified to level 4 and above (26%), 8th for level 3
and above (46%) and bottom for level 2 and above (70%). The West Midlands also
continues to have the highest proportion of adults with no qualifications in England
(14%)>.

4.3.2 Trends in the City Region

On an encouraging note Solihull had the highest proportion of adults qualified to
level 4 and above and level 3 and above in the region in 2008* (see chart 16 and
16). In Coventry level 4 attainment matched the regional average and was 3
percentage points higher for level 3 attainment and 1.5 percentage points higher for
level 2 attainment (see chart 18). While level 4 attainment in Dudley was 1.5
percentage points below the regional average it was nearly 2 percentage points
higher for level 3 attainment and nearly 2.5 percentage points higher for level 3
attainment.

However although in Telford & Wrekin level 2 attainment was 1.5 percentage
points above the regional average in 2008 level 3 attainment was 4 percentage
points lower and level 4 attainment was nearly 3 percentage points lower.

In Birmingham achievement lagged regional trends at all levels— level 2 attainment
was nearly 5 percentage points lower, level 3 attainment was 3 percentage points
lower and level 4 attainment was 1 percentage point lower.

In Walsall level 2 attainment was nearly 5 percentage points lower, level 3
attainment was more than 8 percentage points lower and level 4 attainment was 6
percentage points lower than the regional average.

In Sandwell level 2 attainment was nearly 11 percentage points lower, level 3
attainment was 15 percentage points lower (the worst in the West Midlands) and
level 4 attainment was more than 11 percentage points lower than the regional
average (again the worst in the region). 21% of 19+ adults had no formal
qualifications (see chart 19).

% Source: ONS Labour Force Survey 2008
% Source: ONS Annual Population Survey 2008
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In Wolverhampton level 2 attainment was more than 11 percentage points lower
(the worst in the West Midlands), level 3 attainment was nearly 10 percentage
points lower and level 4 attainment was more than 4 percentage points lower than
the regional average. More than 28% of 19+ adults had no formal qualifications—the
highest figure in the West Midlands. Indeed the figure rises to 32% in the
Wolverhampton North East parliamentary constituency and 36% in Wolverhampton
South East”.

16. Proportion of the working age population aged 19+ qualified to NVQ Level
4 and above in 2008
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Source: APS 2008 West Midlands Regional Observatory 2009 16

37 Source: Location, Location, Location — UCU 2009
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17. Proportion of the working age population aged 19+ qualified to NVQ Level
3 and above in 2008

West Midlands
Solihull

Warwickshire
Herefordshire
Staffordshire
Worcestershire
Shropshire
Coventry
Dudley

Telford and Wrekin
Birmingham
Walsall
Wolverhampton

Stoke-on-Trent

Sandwell
0% 10% 20% 30% 40% 50% 60%
Proportion of the working age population aged 19+ with NVQ Level 3 and above
Source: APS 2008 West Midlands Regional Observatory 2009 17

18. Proportion of the working age population aged 19+ qualified to NVQ Level
2 and above in 2008
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19. Proportion of the working age population aged 19+ with
no qualifications in 2008
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5 The balance of supply and demand

5.1 Skill gaps and shortages

In recent years employment opportunities have been created in key sectors and
clusters across the city region and numbers of job vacancies have continued to
increase in some sectors, even during the recession. Prospects for GVA and
employment growth in the medium and longer term are positive for a number of
sectors and clusters. But as in many areas qualification and skills attainment is well
below the regional and national average businesses are faced with a gap between
the skills and expertise needed to develop and grow and those available within their
workforce. Many are also faced with a shortage of people in the labour market with
the skills required.

While in 2007 across the region as a whole the proportion of staff with skill gaps and
deficiencies was below the national average and the proportion of vacancies due to
skill shortages to the lowest in England® there is wide variation across different
sectors. In particular:

e The proportion of staff with skill gaps remained above the regional
average in 2007 in other manufacturing and wholesale & retail and
above the England average in engineering—as mentioned earlier sectors
that are key drivers of the City Region’s economy (see chart 20)

e The proportion of job vacancies due to skill shortages remained
significantly above the England average in engineering, other
manufacturing and construction—which is a key emerging sector in a
number of locations in the City Region (see chart 21).

% Source: LSC National Employer Skills Survey 2007 (latest available data, update available
in February 2010)
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20. Proportion of staff with skill gaps & deficiencies by sector

. West Midland average England average
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Education
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Proportion of staff

Source: LSC National Employer Skills Survey 2007 West Midlands Regional Observatory 2009 20

21. Proportion of vacancies due to skill shortages by sector

West Midlands average England average
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Source: LSC National Employer Skills Survey 2007 West Midlands Regional Observatory 2009 21

As a result skill gaps were particularly significant in Shropshire, Birmingham &
Solihull and the Black Country (see chart 22) and skill shortages were a particular
problem in Coventry & Warwickshire, Shropshire and Birmingham & Solihull (see
chart 23).
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22. Proportion of staff with skill gaps and deficiencies by sub-region

West Midlands

Shropshire

Birmingham & Solihull

Black Country

Herefordshire &
Worcestershire

Coventry & Warwickshire

Staffordshire

Proportion of staff with skill gaps

Source: LSC National Employer Skills Survey 2007 West Midlands Regional Observatory 2009 22

23. Proportion of job vacancies due to skill shortages by sub-region

West Midlands

Coventry & Warwickshire
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Birmingham & Solihull

Staffordshire

Black Country

Herefordshire &
Worcestershire
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Percentage of all vacancies which are skill shortage vacancies

Source: LSC National Employer Skills Survey 2007 West Midlands Regional Observatory 2009 23
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5.2 Travel to work patterns

As a result many businesses looking to develop and grow are looking further afield,
often to areas with a stronger skills base, for the skills and talent they need. This is
particularly the case in areas where key growth sectors and clusters are
concentrated. For example:

e In Solihull a significant proportion of the workforce are people from
Bromsgrove and Redditch in Worcestershire and from Warwick and
Stratford-on-Avon in Warwickshire (see table 1)*

e In Coventry employers draw a substantial number of workers from
Warwick and Rugby

e In Birmingham a significant proportion of workers are in-commuters
from Bromsgrove in Worcestershire and Lichfield and Tamworth in
Staffordshire

¢ In Telford & Wrekin a substantial proportion of the workforce reside in
the Shropshire districts of Bridgnorth, North Shropshire and Shrewsbury
& Atcham and from South Staffordshire.

Table 1: Travel to work patterns in the City Region

Local authority area

Proportion of local jobs
taken by in-commuters

Key areas of origin

Birmingham 36% Bromsgrove, Lichfield, Solihull, Tamworth

Solihull 52% Bromsgrove, Redditch, Stratford-on-Avon,
Warwick

Coventry 34% Nuneaton & Bedworth, Rugby, Solihull,
Warwick,

Telford & Wrekin 26% Bridgnorth, North Shropshire, Shrewsbury &
Atcham, South Staffordshire

Dudley 31% Birmingham, Sandwell, South Staffordshire,
Wolverhampton

Sandwell 48% Birmingham, Dudley, Walsall,
Wolverhampton

Walsall 39% Birmingham, Cannock Chase, Lichfield,
Sandwell, South Staffordshire,
Wolverhampton

Wolverhampton 42% Birmingham, Dudley, Sandwell, South

Staffordshire, Walsall

Source: 2001 Population Census (latest available data)

% Source: 2001 Population Census (latest available data)
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5.3 Worklessness and unemployment

At the same time for many people living in the City Region a lack of relevant skills
and qualifications is a key barrier to participation in employment. Inactivity and
underemployment is dehabilitating, sapping aspiration, talent and determination
and leading to social costs as well as lost productivity®. These include problems
associated with health, crime and family breakdown as localities become locked
into a negative cycle of multiple social and economic deprivation.

In March 2009 (latest available data) 21% of the City Region’s working age
population was claiming out of work benefits, which compares with a regional
average of 18% and a figure of 15% for England as a whole. Wolverhampton and
Sandwell had the highest claimant rates (24% or nearly 1 in 4 people) followed by
Birmingham and Walsall (both 23% - see chart 24).

24, Out of work benefit claimant rates in the City Region, January - March
2009

City Region
Wolverhampton
Sandwell
Birmingham
Walsall
Coventry
Dudley
Telford and Wrekin
Solihull
0% 5%, 1(;% 1;% 26% 2;%
Proportion of the working age population
Source: ONS 2009 West Midlands Regional Observatory 2009 24

The proportion of the working age population claiming Job Seekers Allowance (JSA),
paid to those who are actively looking for and available for work, was highest in
Birmingham and Wolverhampton (see chart 25). People in this category include
those who have lost their jobs during the recession but also ‘repeat claimants’ who
have left benefits to enter employment in the past but who have not managed to
stay in work in the long term.

9 Source: Ambition 2020 — UK Commission for Employment and Skills 2009
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25. Benefit claimant rates by key client group in the City Region, January -
March 2009

Wolverhampton
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u | one Parents
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Incapacity Benefits
Coventry
= JSA
Dudley
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Solihull
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Proportion of the working age population
Source: ONS 2009 West Midlands Regional Observatory 2009
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Nevertheless 15% of JSA claimants had been on the register for more than a year-
making a sustained return to work less likely as their work-relevant skills and
experience declines*'. The figure rises to more than 1 in 5 in Birmingham (see chart

26).

26. Proportion of JSA claimants in the City Region on the register for more
than 12 months, September 2009

City Region

Birmingham
Dudley
Wolverhampton
Walsall
Sandwell
Coventry
Solihull

Telford&Wrekin

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

Source: ONS 2009 West Midlands Regional Observatory 2009

26

*! Source: Economic Inclusion Baseline Report — Observatory Economic Inclusion Team 2009

City Region Employment and Skills Assessment 2009
West Midlands Regional Observatory

45



The proportion of the working age population claiming Incapacity Benefit,
meanwhile, is highest in Sandwell (9.4%) and Wolverhampton (9.3%). This is the
largest and most persistent group of workless people. Incapacity Benefit claimants
tend to face multiple and complex barriers to employment, which tend to become
more pronounced the longer they are away from the labour market.

Certain groups within the City Region’s working age population are particularly
vulnerable to unemployment and disadvantage. For example being from a minority
ethnic group and being young increase an individual’s chances of being workless*:

¢ In 2008 (latest available data) only 50% of City Region residents from a
minority ethnic group were in employment compared with 66% of the
overall working age population and 72% of the white working age
population. The figure fell to only 50% in Sandwell and Coventry (see
chart 27).

e The recession has disproportionately affected young people in the City
Region. More than 10% of young people across the area were claiming
JSA in September 2009, and the figure rises to nearly 13% in
Birmingham, Walsall and Wolverhampton (see chart 28).

27. Employment rate by ethnicity in the City Region, 2008

Telford and Wrekin
Wolverhampton
Walsall

Sandwell

- “Whe
Dudley Non-White
White
Coventry
Solihull
Birmingham
0% 10% 20% 30% 40% 50% 60% 70% 80% 90%
Proportion of the working age population
Source: APS 2008 West Midlands Regional Observatory 2009 27

“2 Source: Economic Inclusion Baseline Report — Observatory Economic Inclusion Team 2009
46

City Region Employment and Skills Assessment 2009
West Midlands Regional Observatory



28. Unemployment rates for 16 824 year olds in the City Region,

September2009
City Region
Birmingham
Walsall
Wolverhampton
Sandwell
Telford&Wrekin
Dudley
Solihull
Coventry
0% 2‘% 4‘% 6‘% g% 1 (;% 1 ‘2% 14‘1%
Proportion of 16 - 24 year olds
Source: ONS 2009 West Midlands Regional Observatory 2009 28

5.4 Earnings

The varying patterns of supply of and demand for labour and skills across the City
Region are also reflected in patterns of earnings. At nearly £29,500 average annual
workplace pay in Solihull was well above the national average of £25,500 in 2008
(see chart 29). This reflects the presence of high value added sectors and clusters
like high value business services, education and ICT which are boosting growth in
GVA and productivity and creating highly skilled, well paid jobs.

In Coventry (£26,000), Birmingham (£24,800) and Telford & Wrekin (£24,100)
average annual pay levels were close to the national average. This reflects the fact
that while high value added clusters like ICT and digital media are developing a
presence in these areas lower value added industries still account for a significant
proportion of employment. These include engineering and transport technologies
(and motor vehicles and components in particular) and other manufacturing
industries such as food & drink, furniture and building products. These activities still
employ significant numbers of unskilled operatives who can be paid as little £12,000
per annum®.

3 Source: Wolters Kluwer (UK) Limited, 2009 UK Salary Data
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Research has highlighted that in recent years these lower skilled relatively poorly
paid jobs have increasingly been taken by migrant workers - particularly from India,
Pakistan and eastern European countries such as Poland and Slovakia. It is notable,
however, that many migrant workers have been employed in higher level
occupations outside the UK and a significant proportion is qualified to degree level
of above. There may be potential, therefore, for these workers to progress in
employment to address the need for higher level skills in the future®.

29. Levels of gross annual pay for full time workers in the City Region in

2008
West Midlands England
Solihull
Coventry
Birmingham
Telford & Wrekin
Wolverhampton
Sandwell
Dudley
Walsall
£15,000 £17,‘000 £19l000 £21l000 £23‘,000 £25‘,000 £27‘,000 £29‘,000 £31‘,000
Source: ASHE 2009 West Midlands Regional Observatory 2009 29

In Sandwell (£23,500), Dudley (£21,500) and Walsall (£21,200) pay levels were well
below the national average. Engineering and manufacturing industries and jobs in
lower skilled, more poorly paid occupations account for an even greater proportion
of overall employment in these areas. While these lower skilled ‘entry level’ jobs
can provide an opportunity for disadvantaged local people to gain a foothold in the
labour market, low pay levels can often cause ‘in work poverty’ and the inability to
achieve sustainable employment discussed in section 5.3.

** The Economic Impact of Migrant Workers in the West Midlands, November 2007 — WMRO,
p.13, for more details please see:
http://www.wmro.org/resources/res.aspx/CmsResource/resourceFilename/1788/Economic-
Migrants-Final V1.0 Report SM.pdf
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6 SWOT analysis

The City Region is faced with the following strengths, weaknesses, opportunities
and threats.

6.1 Strengths

6.1.1 The performance of Solihull

While overall the performance of the City Region’s economy has lagged regional and
national trends, growth has been strong in Solihull. GVA growth, productivity and
pay levels are well above the national average - reflecting the presence of high
value added sectors and clusters and highly skilled jobs. The area also has a strong
skills base - with the highest rate of GCSE attainment and the highest proportion of
adults qualified to level 4 and above and level 3 and above in the region in 2008.

6.1.2 The emergence of high value added sectors and clusters

A range of key sectors and clusters are starting to underpin economic and
employment growth - notably in Birmingham, Coventry, Solihull and Telford &
Wrekin. These include ICT & telecoms and the ICT cluster, education, construction
and the building technologies cluster, hotels & catering and the tourism & leisure
cluster, environmental technologies, medical technologies and digital media.

6.1.3 Ayoung, diverse and growing working age population

Over the next 20 years the area’s working age population is forecast to grow by
nearly 100,000 people, underpinned by a significant increase in numbers of young
people.

6.2 Weaknesses

6.2.1 Poor economic performance

Most areas of the city region lag behind in terms of output growth and productivity.
This reflects historically:

¢ An under-representation of higher value added ‘knowledge intensive’
sectors and industries and a shrinking private sector
e A low proportion of higher growth firms
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e Low rates of innovation

This is constraining the demand for higher level skills and the potential for the
creation of skilled, sustainable job opportunities.

6.2.2 A weak skills base

This growth is being offset, however, by the out-migration of many of the most
skilled, qualified and ambitious young adults. These trends, combined with poor
rates of qualification and skills attainment by young people, are leading to a weak
skills base within the City Region.

The gap in attainment between better and poorer performing areas continues to
widen 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. These trends reflect a number of inter-related factors with
significant numbers of NEET young people entering the available for work
population being paralleled by the out migration of people who gain better skills
and qualifications. This leaves a core population of disadvantaged and hard to reach
individuals, who are falling further behind.

6.2.3 Skill gaps and shortages

These problems mean that many businesses in the City Region are faced with both a
gap between the skills and expertise needed to develop and grow and those
available within their workforce and a shortage of people in the labour market with
the skills required. As a result many businesses looking to develop and grow are
looking further afield, often to areas with a stronger skills base, for the skills and
talent they need. This is particularly the case in areas where key growth sectors and
clusters are concentrated such as Solihull, Coventry, Birmingham and Telford &
Wrekin.

6.2.4 Unemployment and worklessness

At the same time for many people living in the City Region a lack of relevant skills
and qualifications is a key barrier to participation in employment. Inactivity and
underemployment is dehabilitating, sapping aspiration, talent and determination
and leading to social costs as well as lost productivity®. While a significant number
of claimants are those who have lost their jobs in the recession others are ‘repeat
claimants’ who have left benefits to enter employment in the past but who have not
managed to stay in work in the long term. There are also significant numbers of
Incapacity Benefit claimants who face multiple and complex barriers to employment

> Source: Ambition 2020 — UK Commission for Employment and Skills 2009
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6.3 Opportunities

6.3.1 Development of value added sectors and clusters

Significant business and market opportunities exist in many of the sectors and
clusters gaining a foothold in the City Region’s economy. There is potential for both
those already driving growth and new emerging sectors and clusters to develop and
expand. There are also market opportunities for those that have been in long term
decline in employment terms such as engineering, other manufacturing and the
transport technologies, and lifestyle & interiors and food & drink clusters.

6.3.2 Drivers of skills change and emerging skill needs

If businesses are to successfully grasp these opportunities they will need to adapt
and change their approach to take account of key drivers such as a need to exploit
new technology, legislation relating to low carbon and sustainability issues, the
demands of an ageing population and more demanding consumers.

In turn this is could potentially lead to the need for new and enhanced skills and
generate significant job opportunities. In particular there will be a requirement for
a range of higher level skills including technical skills which tend to be specific to
sectors, industries and individual businesses and more generic leadership &
management and business development skills to exploit market opportunities. There
will also be a need for wider generic/transferable skills in areas such as basic ICT,
communication, working in teams, problem solving and customer service.

How businesses use these skills, however, particularly in combination with other key
drivers of productivity such as investment, innovation and enterprise, is also
critically important. For example investment in innovation and technology is more
profitable when combined with skilled labour, which is more able to take advantage
of such investment.

6.3.3 Potential ‘hot spots’ for growth

In particular there may potentially be a demand for these skills from:

e Businesses based at 20 Impact Investment Locations that have been
identified by the Shadow Joint Strategy & Investment Board. These
include New St Station, Eastside, Birmingham International Airport,
North Solihull, Ansty Park, Bilston, Dudley, West Bromwich, Walsall,
and Telford town centres and Wolverhampton city centre.

e Locations that are acting as a focus for inward investment such as
central Birmingham, Solihull, Coventry and Telford
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6.4 Threats

If action is not taken to address the area’s weak skills base:

e The potential for GVA and employment growth high value added
sectors such as high value business services, ICT, environmental
technologies and digital media may not be realised.

e Sectors and clusters like engineering and transport technologies and
other manufacturing industries like food & drink, that are struggling to
compete with lower cost economies such as India and China, may find
it difficult to diversify into new growth markets.

e The creation of new highly skilled jobs at Impact Investment Locations
may be more modest than expected.

e The area’s attractiveness to inward investors may be reduced.

e The out-migration of the most skilled, qualified and ambitious young
adults may accelerate.

e Rates of unemployment, worklessness and labour market disadvantage
could rise still further - with barriers to accessing and progressing
employment becoming increasingly entrenched.

Reduced employment opportunities would lead to persistently high rates of
unemployment and worklessness, notably in areas with a particularly weak skills
base such as Sandwell, Walsall and Wolverhampton. In turn the reliance of these
areas on poorer performing, lower value added industries characterised by lower
skilled, lower paid jobs could increase with many local people trapped in a negative
cycle of economic and social deprivation.
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