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EXECUTIVE SUMMARY

The South West Healthy Labour Market Review 2008 is commissioned by the South West Skills
Partnership (RSP) and produced by the South West Observatory Skills and Learning Intelligence
Module (SLIM). It forms part of the robust evidence base which underpins the policies and actions of
the RSP. The Healthy Labour Market Review process also forms an important part of the RSP’s
Performance Monitoring Framework through a detailed analysis of key labour market indicators.

Key findings

On most indicators the Review continues to paint a positive picture of the region’s labour market. The
South West enjoys a high degree of labour demand, a high performing education system producing a
well-qualified workforce, and efficient and equitable functioning between the demand and supply
sides. On many of the issues covered throughout the report, the South West performs better than
most other English regions, with the exceptions of London and the South East, traditionally the
strongest performing regions in the country.

However, there seems to have been little overall shift in the region’s position relative to other parts of
the country and significant intra-regional disparities remain firmly in place in relation to a range of
indicators. The northern and eastern parts of the region remain the powerhouse of the regional
economy, with higher average earnings and employment rates and lower levels of deprivation than
areas further south and west.

Of course, much of this report looks at data on the recent past. Past Reviews have taken place during
a time when conditions have been fairly stable and conducive to growth. However, future prospects
look rather different for the 2008 Review. With economic growth slowing down, rapidly rising energy,
fuel and food prices, rising inflation, the credit crunch and falling house prices, the economic outlook is
rather more gloomy than in the recent past.

However, although these factors are already starting to have an impact on businesses, at the time of
writing there is little evidence yet of any significant effect on the regional labour market, in terms of
redundancies or, business closures. The data analysed here suggested no drop in the employment
rate, or any significant increases in ILO or claimant unemployment. Since this Review was
undertaken, the region has now begun to experience rising ILO and claimant unemployment.

The most obvious short-term implication of these rising prices is the impact on people’s disposable
income, and the likely effect on sectors of the economy most dependent on this sort of discretionary
spending i.e. retail and tourism.

The effects on retail have been felt for some time and are set to continue, with concerns for further job
losses in the sector over the next two years. Richard Hyman of Verdict Consulting - one of the UK's
most respected retail-watchers — estimates that 100,000 jobs will be lost from the sector in 2008/09,
and is quoted as saying:

In all likelihood there will be an acceleration in job losses. Cost growth at the retailers has been
outstripping sales growth and | expect this gap to widen in 2008.





















3.5 Work-related training

One key response for employers to deal with skill shortages and to increase its productivity and
competitiveness is to provide training for its workers. Data from the Labour Force Survey shows that
the South West performs fairly well compared to other regions of England, with 22% of employees
having received work-related training of some kind in the last three months. This is slightly higher than
the national average of 20.3%, and is the second highest of the English regions, behind the North East
(Figure 3.14).

Figure 3.14: Proportion of employees and self-employed receiving work-related
training in last three months, 2007 (%) — all regions
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In the last two years, however, the trend is for a falling level of work-related training, for the South
West and its neighbouring regions, in line with the national average (see Figure 3.15).
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Figure 3.15: Proportion of employees and self-employed receiving work-related
training in last three months, 2004-2007 (%) SW vs England and neighbouring regions
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As with the regional situation, local patterns of undertaking work-related training bear little
resemblance to overall workforce qualifications. The highest rates of training were to be found in
Swindon (26.3%) and the lowest in Cornwall (18.6%).
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Figure 3.16: Proportion of working age population receiving work-related training in

past 4 weeks, by South West local authority, 2007
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Access the latest Local Area Data online
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http://www.swslim.org.uk/labourmarket/laa/labourforce.asp#labour

4. QUALIFICATIONS, SKILLS & LEARNING

This section is concerned principally with characteristics of the pool of labour supply which can help to
address issues relating to vacancies, skills shortage and other recruitment difficulties encountered by
employers. It begins by looking at levels of participation by young people and adults in education and
learning activities, and then goes to examine the level of qualifications achieved by young people and
across the entire working age population. Together, they provide an indication of the health of the
labour market by how easily it can respond to changing demand from employers through the renewal
and updating of the skills of the workforce.

4.1  Participation of young people

According to Eurostat, the UK has one of the lowest rates of participation of 16-18 year olds of all the
countries in Western Europe. In 2005, 78.7% of 16-18 year olds in the UK were in education or
training (see Figure 4.1), a rate higher only than Portugal and Luxembourg.

Figure 4.1: Proportion of 16-18 year olds in education or training, 2005 (%) —
international comparisons
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In the context of low participation in the UK as a whole, data from the DCSF shows that the South
West performs fairly poorly on this indicator (see Figure 4.2). In 2006, 81% of the region’s 16-17 year
olds were engaged in education and training, just below the England average of 82%. The region’s
performance was surpassed by five other regions, particularly by London, with 89% in full-time
education.
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Figure 4.2: Proportion of 16-17 year olds in education and training, 2006 (%) — all
regions
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Participation rates varied considerably between local authority areas in the South West region itself.
Bath & North East Somerset (88%) had the highest level of participation, in contrast with several parts
of the region where the rate of participation was just 79% in 2006.

Over recent years, Figure 4.3 shows that there has been limited improvement in the overall
participation rate of 16-17 year olds. With no improvement in the South West between 2002 and 2004,
the region’s previously advantageous position has been eroded, relative to both the national average
and also its neighbouring regions.
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Figure 4.3: Proportion of 16-17 year olds in education and training, 2001-2006 (%), SW
vs England and neighbouring regions
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In tandem with increasing levels of participation among young people, the LSC also has a target to
‘reduce the percentage of 16-18 year olds classified as “not engaged in education, employment or
training (NEET) by 2% points by 2010." In the South West, this target is 4.7%.

Figure 4.4: Proportion of 16 -18 year olds not in education, employment or training
(NEET), 2007
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Access the latest Local Area Data online
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http://www.swslim.org.uk/labourmarket/laa/childrenandyoung.asp#participation

The current position in the region is that 5.5% of 16-18 year olds were NEET in 2007. Although this is
the second lowest proportion of all the English regions, it is still some way short of the target level for
2010. However, there has been some movement in the right direction, with the proportion of NEETs
having fallen from 6% in 2006.

The rate of NEETs tends to be higher in the region’s urban areas, with the highest proportions in
Bournemouth (8.4%), Bristol (7.3%), Plymouth (6.8%) and Swindon (6.2%).
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4.2  Adult participation

There is increasing emphasis on the development of skills and knowledge throughout people’s
working lives. Two important aspects of the health of the labour market is the extent to which people
go into higher education, and also the participation of people of working age in any learning activities
(taught, non-taught learning, or both).

Table 4.1 shows that, over the last few years, increasing numbers of people have been going into
higher education, with over 153,000 students from the South West in 2006/07, 4.3% higher than in
2002/03. There has been faster growth in full-time participation, and at postgraduate level rather than
undergraduate.

Table 4.1: Participation in HE by students from the South West, 2002/03-2006/07

Full-time Part-time | Postgraduate Undergraduate Total
2002/03 85,620 61,320 27,855 119,085 146,940
2003/04 86,655 63,830 29,385 121,100 150,485
2004/05 88,250 63,380 30,585 121,045 151,630
2005/06 90,485 63,650 30,475 123,660 154,135
2006/07 91,125 62,090 30,925 122,290 153,215
Change 5,505 770 3,070 3,205 6,275
% change 6.4% 1.3% 11.0% 2.7% 4.3%

Source: HESA

Data from the Annual Population Survey shows that the South West scores particularly well on the
indicator of adults participating in learning in the last three years. Indeed, the region had the second
highest proportion of all English regions in 2007, with 54% of the region’s adults participating in some
form of learning. By comparison, the West Midlands - the worst performing region — had less than 48%
of adults engaged in any learning (see Figure 4.5).
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Figure 4.5: Proportion of adults* participating in any learning in the last 3 years, 2007
(%)
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* Adults refers to those aged 19+ who are not in full-time education

Access the latest Local Area Data online

Over recent years, however, the proportion of adults engaged in learning has fallen slightly, down from
around two-thirds in 2004. This may be due to the rising costs of courses in adult learning provision
and the removal of a number of courses that had previously been provided free of charge to learners.
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4.3 Investment in qualifications and skills by individuals

While investment in skills by employers is important, it will also be crucial for individuals to invest in
their own skills and qualifications if regional aspirations are to be realised and its targets met.

4.3.1 Qualification attainment among young people

Encouragingly, qualification attainment rates for young people are improving. Attainment is ahead of
the national average, with the gap remaining steady on most indicators.

Achievement at GCSE

The South West generally performs well in terms of GCSE achievements. In 2007, 49% of pupils in
South West schools achieved five or more GCSEs at grades A* - C including Maths and English,
higher than the national average of 47.2% and the fourth highest of the nine English regions (see
Figure 4.6). This is up from 47% in 2006, and represents a slight widening of the gap with the England
average.

Figure 4.6: Percentage of 15 year olds achieving 5+ A*-C grades at GCSE, including
English and Maths, 2008, all regions
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Within the region, the majority of local authorities have attainment rates above the national average,
with the highest levels of achievement being in the Isles of Scilly (69.6%), Gloucestershire (56.6%),
Poole (56.4%) and Dorset (53.1%), as shown in Figure 4.7. By far the worst performing area is Bristol,
where just 34.9% of pupils achieved this level, 14 percentage points below the national average.

Download the latest Local Area Data
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Figure 4.7: Percentage of 15 year olds achieving 5+ A*-C grades at GCSE, including
English and Maths, by South West local authority, 2008
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Achievement at A level

The South West is also well above average for the A Level achievements of its young people. In terms
of the average points score per A Level entry, the region is the best performing in England, with an
average score around 2% better than the national average (see Figure 4.8).

Figure 4.8: Average points score per entry at A Level, 2008, all regions
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As with GCSEs, there is significant variation across different areas of the region. Bournemouth, with
an average of 224 points is well ahead of the next highest local authority (Somerset, with 213 points).
The worst performing authority in 2008 was South Gloucestershire.

Figure 4.9: Average points score per entry at A Level, by South West local authority,
2008
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Attainment of Level 2 and Level 3 qualifications at 19

The proportion of 19 year olds achieving a Level 2 qualification has increased significantly, by six
percentage points between 2004 and 2007 to 76.1% (figure 4.10). This far exceeds the PSA target set
by the government to increase the proportion by three percentage points between 2004 and 2006. The
PSA target also aspires to a further two percentage points increase between 2006 and 2008, and
based on the increase in achievement between 2006 and 2007 of 1.6 percentage points, the region
seems well placed to meet this target.
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Figure 4.10: Attainment of Level 2 at age 19, 2004-2007, South West vs England
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The proportion of 19 year olds achieving a Level 3 gualification has also risen strongly over the same
period, by six percentage points to 50.2% in 2007 (Figure 4.11). The rate of improvement for England
as a whole has been similar, however, and the gap has remained at around two percentage points. In
2007, the South West ranked third highest of the nine English regions, behind London and the South

East.

Figure 4.11: Attainment of Level 3 at age 19, 2004-2007, South West vs England
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Download the latest Local Area Data
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4.3.2 Qualification attainment among adults

No Qualifications

The South West continues to have the lowest proportion of people without any qualifications of all the
English regions (Figure 4.12). With just 9.5% of the working age population having no qualifications,
the rate is more than three percentage points below the national average.

Figure 4.12: Proportion of the working age population with no qualifications, all
regions, 2007
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Download the latest Local Area Data

Encouragingly, the proportion of people of working age with no qualifications continues to decline,
albeit only gradually. The proportion fell 10.7% in 2004 to 9.5% in 2007 (Figure 4.13). The gap with the
England average has remained fairly consistent over this period.
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Figure 4.13: Proportion of the working age population with no qualifications, 2004-
2007, South West vs England
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There is a significant gap in attainment between different areas of the region, with higher than average
proportions in Bristol, Dorset, Gloucestershire, Poole and Somerset (Figure 4.14).

Figure 4.14: Proportion of the working age population with no qualifications, 2007, by
South West local authority
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The proportion of the workforce with no qualifications is below the England average in all sectors
(Figure 4.15).
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Figure 4.15: Proportion of the working age population with no qualifications, by
industrial sector, South West vs England, 2008
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Level 2 and above

The South West actually has the second highest proportion of its working age population qualified to
at least Level 2 out of all English regions. In 2007, the percentage qualified to Level 2 and above was
71.7%, well in excess of the national average of 68.2% (Figure 4.16).
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Figure 4.16: Proportion of the working age population with Level 2+ qualifications, all
regions, 2007

74%

72%

70%

68% -
66% -
64% -
62% - I
60% - | | T T | | | | |
L NE NW SE SW WM YH

England E EM

Percent

Region

Source: Annual Population Survey (via Nomis)

The proportion of the working age population with at least a Level 2 qualification is increasing, and the
gap between the region and England has remained fairly constant between 2004 and 2007 (Figure
4.17).

Figure 4.17: Proportion of the working age population with Level 2+ qualifications,
2004-2007, South West vs England
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Within the region, differences in attainment are pronounced, ranging from well over 78% in Bath &
North East Somerset, down to as low as 66% in Torbay (Figure 4.18).
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Figure 4.18: Proportion of the working age population with Level 2+ qualifications,
2007, by South West local authority
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Encouragingly the proportion of the workforce qualified to Level 2 and above is above the England
average in most sectors. The exceptions, however, are Agriculture & Fishing, Energy & Water and
Other Services. Better skilled and qualified workers are needed to support improvements in
competitiveness and there is a drive to up-skill to Level 2, Level 3 and above (see section 4.4 on world
class skills and the targets set out in the Leitch Review.
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Figure 4.19: Proportion of the working age population with Level 2+ qualifications, by
industrial sector, South West vs England, 2008
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Level 3 and above

Again, among the English regions the South West has one of the highest proportions of the population
holding at least a Level 3 gqualification (50% in 2007). Along with London and the South East, the
region’s workforce qualified to Level 3 and above is significantly above any of the other regions
(Figure 4.20).

Figure 4.20: Proportion of the working age population with Level 3+ qualifications, all
regions, 2007
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50% of the region’s working age population now hold at least a Level 3 qualification. The rate has
been increasing steadily, and at a slightly faster rate than the national average (Figure 4.21).

Figure 4.21: Proportion of the working age population with Level 3+ qualifications,
2004-2007, South West vs England
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As for rates of attainment at Level 2 and above, there is a significant range in attainment of Level 3

between local areas, with Bath & North East Somerset again the having highest proportion at 56.2%
and Torbay the lowest at 42.3% (Figure 4.22).
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Figure 4.22: Proportion of the working age population with Level 3+ qualifications,
2007, by South West local authority
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The proportion of the workforce qualified to Level 3 and above is close to the England average in most
sectors (Figure 4.23). As with Level 2, the exceptions include Energy & Water and Other Services,
although the gap with the national position is not so large as to be of major concern.

Figure 4.23: Proportion of the working age population with Level 3+ qualifications, by
industrial sector, South West vs England, 2008
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Higher level qualifications

Almost 30% of the region’s working age population now has qualifications at Level 4 or above, the
third highest rate behind London and the South East (Figure 4.24). Section 2.5.2 has already
discussed the clear trend of graduates favouring a move to London for work, which significantly boosts
its workforce and Level 4 and above.

Figure 4.24: Proportion of the working age population with Level 4+ qualifications, all
regions, 2007
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The rate of attainment of Level 4 and higher qualifications is rising steadily, from 26.1% in 2004 to
29.1% in 2007 (Figure 4.25). The gap with England has remained fairly consistent in this time.
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Figure 4.25: Proportion of the working age population with Level 4+ qualifications,
2004-2007, South West vs England
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Again there are marked differences across the South West in terms of rates of attainment of higher
level qualifications. The general pattern is of higher concentrations of Level 4+ qualifications in the
northern and eastern areas of the region, with Bristol at over 35%, and Bath & North East Somerset at

34%. By contrast, Poole, Swindon, Plymouth and Torbay have less than 25% of its workforce at Level
4 and above.

Figure 4.26: Proportion of the working age population with Level 4+ qualifications,
2007, by South West local authority
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By industrial sector - as at other levels of qualifications - the region is in a similar position to the
national average at Level 4 and above. However, the differences between sectors become more
marked at Level 4, with much lower proportions of workers qualified to this level in Construction,
Distribution, Hotels & Restaurants and Transport & Communications compared to other sectors
(Figure 4.27).

Figure 4.27: Proportion of the working age population with level 4+ qualifications, by
industrial sector, South West vs England, 2008
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Access the latest Local Area Data online

4.3.3 Qualification attainment by age

Older people are making up a significant proportion of the working age population (see section 2.5) —
particularly so in the South West. Therefore, it is crucial that they are encouraged and assisted to
invest in their skills and qualifications if employer skill needs are to be met. However, the likelihood of
holding qualifications decreases with age and those over the age of 50 are more likely to have no
gualifications at all.
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Figure 4.28: Qualification attainment by age in the South West, 2007
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4.4  Leitch Targets

The findings of the Leitch Review of Skills were published in late 2006. The vision of the Leitch Review
is that:

in the 21st Century our natural resource is our people — and their potential is both untapped
and vast. Skills will unlock that potential. The prize for our country will be enormous — higher
productivity, the creation of wealth and social justice ...skills is the most important level within
our control to create wealth and to reduce social deprivation.

While the review acknowledged significant recent improvements in the country’s skills base, driven by
rising school standards and growing numbers of university graduates, it still falls short of international
standards. The review states that, if the UK remains on its current trajectory, it position relative to
international competitors will not have improved by 2020.

The Review sets out a vision of the UK becoming a world leader in skills, benchmarked against the
upper quartile of the OECD. Stretching targets to be achieved by 2020 include:

e 95% of adults to achieve the basic skills of functional literacy (at least Level 1) and functional
numeracy (at least Level 3), an increase from levels of 85% for literacy and 79% for numeracy in
2005 — equating to an additional 7.4 million achievements over the period. Intermediate targets for
2011 of 89% of adults with functional literacy and 81% of adults with functional numeracy have
also been set.

e More than 90% of adults qualified to at least a full Level 2, an increase from 69% in 2005 —
equating to an additional 5.7 million achievements over the period at a rate of around 450,000
attainments per annum. An intermediate target for 2011 of 79% of adults qualified to this level has
been set.
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1.9 million additional full Level 3 attainments over the period, at a rate of 213,000 per annum. An
intermediate target for 2011 of 56% of adults qualified to this level has been set.

40% of adults qualified to Level 4 and above, up from 29% in 2005 — equating to an additional 5.5
million attainments over the period. An intermediate target for 2014 of 36% of adults qualified to
this level has also been set.

This section aims to establish the South West's baseline position in relation to these targets, and to
establish the scale of the task facing the region if these ambitious targets are to be met. Local area
data can be found in Appendix 1.

4.4.

The

1 Baseline vs Intermediate (2011) targets

South West, in common with the majority of English regions, currently does not achieve any of the

intermediate targets as set by Leitch. Based on the most recent available data, Table 4.2 and Figure
4.29 summarise the current position against each target, and show that:
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The South West is currently fourth of the nine English regions and slightly below the national
average in terms of participation in full time education amongst those aged 16-18. The shortfall
against the target is currently 13 percentage points.

The region is currently joint second and above the national average in terms of the proportion of
adults currently with literacy skills equivalent to Level 1. The shortfall against this target is currently
just two percentage points.

The region is currently third and again higher than the national average in terms of the proportion
of adults currently with numeracy skills equivalent to entry Level 3. The shortfall is currently just
one percentage point.

The region is currently joint first and above the national average in terms of the proportion of
adults holding qualifications equivalent to NVQ Level 2 or higher. The shortfall is currently seven
percentage points.

The region is currently joint first and above the national average in terms of the proportion of
adults holding qualifications equivalent to NVQ Level 3 or higher. The shortfall is currently six
percentage points.

The region is currently third highest and equal to the national average in terms of the proportion of
adults holding qualifications equivalent to NVQ Level 4 or higher. The shortfall is currently seven
percentage points.



Table 4.2: Comparison of baseline position against Leitch intermediate targets

16-18 FT L1+ Entry L3+
Participation | Literacy | Numeracy % L2+ % L3+ | %L4+*
(%) (%) (%)

Leitch Target (2011) 84 89 81 79 56 36
England 72 84 78 68 47 28
East 72 87 84 66 44 26
East Midlands 67 84 77 66 45 26
London 82 80 76 70 52 37
North East 66 78 73 69 45 24
North West 69 83 75 67 45 25
South East 75 88 83 72 50 31
South West 71 87 80 72 50 29
West Midlands 70 83 78 65 43 25
Yorkshire & the Humber 65 81 77 65 43 24

Source: Derived from DfES Basic Skills Survey (2003), APS (2007), DCSF SFR 13/2008, Leitch
(2006) * = Intermediate target for Level 4+ is for 2014

Figure 4.29: South West baseline position vs 2011 Leitch targets
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In order to understand more clearly the scale of the task to achieve the targets, the shortfall in terms of
absolute numbers of individuals has been derived. The number of additional people needed to achieve

these targets is estimated as follows:

e To achieve a full-time education participation rate of 84%, it is estimated that a further 17,800 16-
18 year olds will need to be in full-time education by 2011, equivalent to around 3,600 a year.
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e To achieve 89% of adults holding Level 1 literacy skills, it is estimated that there is a need for a
further 85,000 adults to achieve this by 2011, equivalent to approximately 17,000 a year.

e To achieve 91% of adults holding Entry Level 3 numeracy skills, it is estimated that there is a need
for a further 58,000 adults to achieve this by 2011, equivalent to just over 11,600 a year.

e To achieve 79% of adults holding a qualification equivalent to NVQ Level 2 or higher, it is
estimated that there is a need for a further 204,000 adults to achieve this by 2011, equivalent to
just over 51,000 a year.

e To achieve 56% of adults holding a qualification equivalent to NVQ Level 3 or higher, it is
estimated that there is a need for a further 168,000 adults to achieve this by 2011, equivalent to
around 42,000 a year.

e To achieve 36% of adults holding a qualification equivalent to NVQ Level 4 or higher, it is
estimated that there is a need for a further 194,000 adults to achieve this by 2014, equivalent to
just under 28,000 a year.

Note: these figures are based on the assumption that there will be no change in population in the
region between the baseline year and 2011. This is an unrealistic assumption; the figures are intended
to serve as an indication of the scale of the task, not provide exact numbers. New Working Futures
data is soon to be made available and the projections will be reviewed in light of these changes prior
to publication.

4.4.2 Baseline vs Full (2020) targets

There are no specific final targets set around full-time participation in education or the achievement of
qualifications at NVQ Level 3 equivalence or higher. Table 4.3 and Figure 4.30 summarise the South
West's position against the full Leitch targets for 2020.

Table 4.3: Comparison of baseline position against Leitch 2020 targets

L1+ Entry L3+
Literacy | Numeracy % L2+ % L4+

(%) (%)
Leitch Target (2020) 95 95 90 40
England 84 78 68 28
East 87 84 66 26
East Midlands 84 77 66 26
London 80 76 70 37
North East 78 73 69 24
North West 83 75 67 25
South East 88 83 72 31
South West 87 80 72 29
West Midlands 83 78 65 25
Yorkshire & the Humber 81 77 65 24

Source: Derived from DfES Basic Skills Survey (2003), APS (2006), Leitch (2006)
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Figure 4.30: South West baseline position vs. 2020 Leitch targets
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A similar exercise has been carried out as for the intermediate targets, in order to quantify the scale of
the task to meet each target in terms of absolute numbers of individuals. The number of additional
people needed to achieve these targets is estimated as follows:

e To achieve 95% of adults holding Level 1 literacy skills, it is estimated that a further 266,000
adults (19,000 annually) will be needed to achieve this by 2020 (representing an increase in the
proportion of the working age population qualified to this level of eight percentage points).

e To achieve 95% of adults holding Entry Level 3 numeracy skills, it is estimated that there is a need
for a further 479,000 adults (34,000 annually) to achieve this by 2020 (representing an increase in
the proportion of the working age population qualified to this level of 15 percentage points).

e To achieve 90% of adults holding a qualification equivalent to NVQ Level 2 or higher, it is
estimated that there is a need for a further 835,000 adults (39,000 annually) to achieve this by
2020 (representing an increase in the proportion of the working age population qualified to this
level of 18 percentage points).

e To achieve 40% of adults holding a qualification equivalent to NVQ Level 4 or higher, it is
estimated that there is a need for a further 306,000 adults (24,000 annually) to achieve this by
2020 (representing an increase in the proportion of the working age population qualified to this
level of 11 percentage points).
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4.4.3 Local Authority Analysis

Annex 1 shows the baseline position and the difference between the baseline position and the Leitch
targets for 2020, both as a proportion and in terms of an estimate of the absolute number of people
needed, for all Local Authority areas (LA) in the Region®. This section identifies those LAs with the
largest differences between the baseline and the Leitch target and estimates the number of individuals
needed to achieve each qualification in order for the LA to meet the Leitch target. This section hence
identifies which LAs may find meeting the full targets problematic.

Literacy - Leitch target of 95% by 2020
Available data shows that the LAs with the lowest attainment rates for literacy are:

o Penwith (87%)

e South Somerset (88%)
e North Cornwall (88%)
e Torbay (89%)

e Restormel (89%)

e Torridge (89%)

Numeracy - Leitch target of 95% by 2020
Available data shows that the LAs with the lowest attainment rates for numeracy are:

e Restormel (75%)

e North Cornwall (76%)
o Penwith (76%)

e Bristol (77%)

e Plymouth (77%)

e Swindon (78%)

e Torbay (78%)

Level 2 - Leitch Target of 90% by 2020
Available data shows that the LAs with the lowest attainment rates for NVQ Level 2 equivalence or
higher are:

e Torridge (61.7%)

e Gloucester (64.8%)

e Caradon (65.1%)

e Sedgemoor (65.7%)

e Torbay (66.4%)

e Weymouth and Portland (66.4%)
e Swindon (66.8%)

e West Wiltshire (66.9%)
e Poole (67.3%)

e Taunton Deane (67.6%)
e Plymouth (68.1%)

e Salisbury (68.7%)

e Purbeck (68.7%)

e Restormel (68.9%)

e South Somerset (69.8%)
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Level 3 - Leitch Intermediate Target of 56% by 2011
Available data shows that the LAs with the lowest attainment rates for NVQ Level 3 equivalence or
higher are:

e Sedgemoor (39.0%)

o Kerrier (40.8%)

e Torridge (40.9%)

e Torbay (42.3%)

e Swindon (42.9%)

e Gloucester (42.9%)

e Weymouth and Portland (43.2%)
e Plymouth (44.8%)

e West Wiltshire (45.8%)

e East Dorset (46.3%)

Level 4 — Leitch target of 40% by 2020
Available data shows that the LAs with the lowest attainment rates for NVQ Level 4 equivalence or
higher are:

e Gloucester (18.4%)

e Torridge (18.6%)

e Sedgemoor (19.7%)

e Kerrier (20.9%)

e Plymouth (22.0%)

e Torbay (22.1%)

e Weymouth and Portland (22.3%)
e Purbeck (23.0%)

e Swindon (23.5%)

e Poole (24.6%)
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5.

SUMMARY

Hav

ing looked at the position of the South West's labour market across a wide range of indicators, this

section is concerned with summarising the health of the labour market on a smaller number of key
indicators, and assessing the progress made in the region in recent years. The key indicators are:

5.1

Employment rate

Employment growth

Employment by industry and occupation

Gross weekly earnings

GVA per hour worked

Unemployment Rate

Sub-regional disparities in unemployment and earnings
Business generation

R&D expenditure

Hard-to-fill vacancies as a proportion of all vacancies
Skill shortage vacancies as a proportion of all vacancies
Internal Skills Gaps as a proportion of total employment
Proportion of the workforce with no qualifications
Proportion of the workforce with higher level qualifications

Broad outcome indicators

Looking first at the key broad outcome indicators:
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The South West appears very healthy in terms of the efficient working of the labour market, with a
high employment rate and relatively low unemployment.

Although the longer-term trend of growth in employment has been suspended, with no growth
between 2005 and 2006, the slowdown in the South West has been less severe compared to
other regions, suggesting the region is coping better than most with the recent economic
slowdown.

The region scores fairly well on the proportion of employment in high level occupations. Although it
lags some way behind London and the South East, it has a much higher proportion than several
other regions.

The same could be said of the region’s sectoral mix, which fairly closely mirrors the national
structure of employment by industry. The proportion of employment in high-technology and
knowledge-intensive sectors is comparable with most other regions, which all lag behind London
and the South East.

South West GVA per head grew by 5% between 1996 and 2006, slightly faster than nationally. As
a result, the gap with the UK average has closed slightly, from 91.9% in 1994 to 93.8% of the UK
average in 2006.

Historically, the South West has been relatively weak in terms of productivity, with the region’s
workers tending to work fewer hours than average. Coupled with a relatively high proportion of
part-time working, this in effect depresses South West productivity per job relative to the average.
GVA per hour, on the other hand, is somewhat higher, showing that work carried out by the South
West labour force — albeit in fewer hours — is relatively productive. Both of these labour
productivity measures have improved over time, narrowing the productivity gap with the national
average.



e The region also performs reasonably in terms of average earnings, with the fourth highest gross
weekly wages of the nine English regions, although the gap with the highest earning regions
(London, the South East and East of England) remains significant.

Overall, the South West seems to perform fairly well or better on all of these key indicators. However,
there seems to have been little change in the region’s position relative to others in the years since the
first HLMR was conducted for SLIM in 2004, particularly compared to the strongest performing regions
i.e. London and the South East.

On most indicators, there remain significant disparities between different parts of the region, with the
north and east of the region continuing to be the areas with the highest earnings, job densities and
employment rates, with the areas further south and west being characterised by lower earnings, less
employment in knowledge-intensive industries and higher unemployment.

5.2 Closer to policy indicators

In terms of the closer to policy indicators:

e In terms of business formation, the South West has the lowest rate of registration and de-
registrations as a proportion of business stock. Business churn drives competitiveness and
innovation and low business turnover rates are a potential indicator of lack of competitive
pressures. However, the region has the highest business survival rates of all English regions.

e Expenditure on research and development is higher than the national average, with over £1.3
billion spent in the region in 2006, 1.5% of the region’s GVA. The region has the joint third highest
proportion of its GVA spent on R&D.

e Data from the latest National Employer Skills Survey suggests that employers are finding it
increasingly difficult to find suitable employees to fill their vacancies. The total number of HTF
vacancies has increased between 2005 and 2007 (to over 20,000), with the proportion of
vacancies that are proving hard to fill also increasing.

e While some vacancies may be hard to fill due to the nature of the work, the hours or pay on offer,
an increasing proportion of vacancies are proving hard to fill due to a shortage of skilled
applicants. The number of reported SSVs across the South West has increased by 15% between
2005 and 2007, and the region currently has the second highest level of SSVs in England.

e A similar picture emerges in relation to internal skills gaps experienced by employers, with an
increasing number of skills gaps reported (from 107,000 in 2005 up to 137,000 in 2007).

e Although the number of SSVs and internal skills gaps are increasing, the evidence does not point
to a lack of higher level skills in the region. Both SSVs and skills gaps are most commonly
reported in lower level occupations, such as sales, machine operatives and elementary
occupations. The fact that the number of internal skills gaps has been rising may well be
influenced by the fall in levels of training that is being undertaken. The proportion of employees
undertaking any work-related training has been falling for the last two years.

5.3 Qualifications and Learning

Finally, in relation to qualifications and learning:
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e The South West performs very well against other regions in terms of the educational achievement
of its young people in both GCSEs and A Levels, and also in its retention of young people in full-
time education post-16.

e Similarly, the region also scores highly in terms of the qualification levels of the workforce and
adults engaging in education.

e On the key indicators relating to qualifications, the South West has the lowest proportion of its
working age population of all the regions, a proportion which is also falling year on year.

e The region has the third highest proportion of its working age population qualified to Level 4 and
above, falling only behind London and the South East, which are a particular attraction to
graduates seeking work.

e The Leitch Review of Skills has set some ambitious targets for the achievement of both functional
skills in literacy and numeracy among adults, and also the achievement of qualifications at Levels
2, 3, 4 and above. Data estimating the region’s baseline position against these targets suggests
that the region is already well placed to meet its interim literacy and numeracy targets, but with
much further to go before its targets relating to higher level qualifications can be reached, despite
the region’s good performance against others.

54 Conclusions

In conclusion, this examination of the health of the region’s labour market paints a picture of a region
with a high degree of labour demand, a high performing education system producing a well-qualified
workforce, and efficient and equitable functioning between the demand and supply sides. On many of
the issues covered throughout the report, the South West performs better than most other English
regions, with the exceptions of London and the South East, traditionally the strongest performing
regions in the country.

However, there seems to have been little overall shift in the region’s position relative to other parts of
the country. Employments rates have remained fairly high and unemployment relatively low, but the
intra-regional disparities remain firmly in place, with no evidence of change. The northern and eastern
part of the region remains the powerhouse of the regional economy, with higher average earnings and
employment rates and lower levels of deprivation than areas further south and west.

Of course, much of this report has focused on looking back on the recent past, but looking to the
future is of equal importance. With the economy now moving into recession, the impact of the global
financial crisis and resultant credit crunch, and falling house prices, the economic outlook is rather
more bleak in the short term than is reflected in the data.

However, although these factors are already starting to have an impact on businesses, at the time of
writing there is little evidence yet of any significant effect on the regional labour market, in terms of
redundancies or, business closures. The data analysed here suggested no drop in the employment
rate, or any significant increases in ILO or claimant unemployment. Since this Review was
undertaken, the region has now begun to experience rising ILO and claimant unemployment.

The most obvious short-term implication of these rising prices is the impact on people’s disposable
income, and the likely effect on sectors of the economy most dependent on this sort of discretionary

spending i.e. retail and tourism.

The effects on retail have been felt for some time and are set to continue, with concerns for further job
losses in the sector over the next two years. Richard Hyman of Verdict Consulting - one of the UK's
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most respected retail-watchers — estimates that 100,000 jobs will be lost from the sector in 2008/09,
and is quoted as saying:

In all likelihood there will be an acceleration in job losses. Cost growth at the retailers has been
outstripping sales growth and | expect this gap to widen in 2008.°

The likely effect on the region’s tourism sector is less clear. While there will be clear reductions in
disposable income, the region may benefit from consumers perhaps being more cautious about
spending their disposable income on relatively expensive foreign holidays and choosing to holiday in
this country, a trend that the South West in particular may benefit from. The pound’s recent weakening
against the Euro certainly adds weight to this possibility. However, if the economic slowdown becomes
a recession, then the prospects for tourism spending in the South West will become far more
uncertain.

These impacts on disposable income will most certainly impact most on those who earn the least,
which in the South West applies to a significant amount of the region. At a time when intra-regional
disparities in earnings and economic opportunity show little sign of reducing, this highlights the need
for policy makers to focus their efforts on improving the skills and qualifications of those most in need,
in those areas where economic opportunities may be in short supply.

Whatever the near future holds for the South West, there is little to suggest that there are any

structural problems that make it more vulnerable to economic change than other parts of the country,
which should help it retain its position as a generally healthy labour market.
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APPENDIX 1: LEITCH TARGETS - LOCAL AUTHORITY TABLES

The following table outlines the current baseline position for each Local Authority area in the South
West, based on the most recent data available for each indicator.

Table Al.1: Baseline position by Local Authority area

16-18 Full-
Time L1+ | Entry L3+
Participation Literacy | Numeracy
Area (%) (%) (%) % L2+ % L3+ % L4+
South West 71 87 80 72 50 29
Bath & North East Somerset 78 92 83 78 56 34
Bournemouth 68 90 82 72 50 28
Bristol 74 91 77 72 53 37
North Somerset 70 94 85 72 52 32
Plymouth 67 90 77 68 45 22
Poole 66 92 81 67 47 25
South Gloucestershire 70 93 85 70 46 25
Swindon 72 90 78 67 43 24
Torbay 67 89 78 66 42 22
Cornwall 72 89 7 71 49 27
Caradon - 91 85 65 47 25
Carrick - 92 81 77 57 37
Kerrier - 90 81 70 41 21
North Cornwall - 88 76 71 49 26
Penwith - 87 76 73 52 28
Restormel - 89 75 69 49 27
Devon 71 91 84 74 52 29
East Devon - 91 82 73 50 29
Exeter - 91 79 74 58 30
Mid Devon - 90 88 76 47 27
North Devon - 91 84 76 52 28
South Hams - 93 87 77 59 39
Teignbridge - 90 90 73 53 29
Torridge - 89 81 62 41 19
West Devon - 91 86 78 54 29
Dorset 67 93 83 73 52 31
Christchurch - 91 82 76 54 29
East Dorset - 92 87 71 46 28
North Dorset - 91 84 79 60 41
West Dorset - 91 83 76 55 35
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Weymouth and Portland - 90 83 66 43 22
Gloucestershire 71 93 85 76 55 34
Cheltenham - 92 89 83 65 44
Cotswold - 94 85 75 52 35
Forest of Dean - 90 85 77 54 30
Gloucester - 91 81 65 43 18
Stroud - 93 90 81 57 36
Tewkesbury - 92 83 - - -
Somerset 69 90 82 70 46 26
Mendip - 92 83 78 56 32
North Somerset - 94 85 72 52 32
Sedgemoor - 90 87 66 39 20
South Somerset - 88 81 70 47 27
Taunton Deane - 90 88 68 47 29
West Somerset - 90 82 - - -
Wiltshire 72 92 85 70 49 29
Kennet - 93 88 70 47 25
North Wiltshire - 95 90 75 55 34
Purbeck - 92 86 69 53 23
Salisbury - 90 82 69 47 27
West Wiltshire - 91 88 67 46 27
Source: Derived from DfES Basic Skills Survey (2003), APS (2007), Leitch (2006)
The following table outlines the current difference between the baseline position (as presented above
at Table Al.1) and the Leitch targets for each Local Authority Area. There are no targets for 2020
around participation in full-time education and Level 3+ attainment - the differences presented here
are for the intermediate targets set for 2011.
Table Al1.2: Difference between Leitch targets and baseline by Local Authority
(%)
Intermediate Targets
(2011) Full Targets (2020)
16-18 Full-Time L1+ | Entry L3+
Participation Literacy | Numeracy
Area (%) % L3+ (%) (%) % L2+ % L4+
South West 13.0 6.0 8.0 15.0 18.3 10.9
Bath & North East 60| 0.2 3.0 120 122 6.2
Somerset
Bournemouth 16.0 6.5 5.0 13.0 18.3 12.3
Bristol 10.0 2.7 4.0 18.0 18.3 3.5
North Somerset 14.0 4.0 1.0 10.0 17.7 7.9
Plymouth 17.0 11.2 5.0 18.0 21.9 18.0
Poole 18.0 9.3 3.0 14.0 22.7 154
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South Gloucestershire 14.0 9.6 2.0 10.0 19.7 14.6
Swindon 12.0 13.1 5.0 17.0 23.2 16.5
Torbay 17.0 13.7 6.0 17.0 23.6 17.9
Cornwall 12.0 7.1 6.0 18.0 19.1 12.8
Caradon - 9.0 4.0 10.0 24.9 14.6
Carrick - -0.9 3.0 14.0 12.8 3.4
Kerrier - 15.2 5.0 14.0 19.9 19.1
North Cornwall - 7.5 7.0 19.0 19.0 13.7
Penwith - 4.0 8.0 19.0 16.5 11.8
Restormel - 7.0 6.0 20.0 21.1 13.3
Devon 13.0 3.7 4.0 11.0 16.3 10.9
East Devon - 5.7 4.0 13.0 16.8 11.0
Exeter - -1.6 4.0 16.0 16.4 10.0
Mid Devon - 8.5 5.0 7.0 13.6 13.0
North Devon - 4.4 4.0 11.0 14.3 11.7
South Hams - -3.2 2.0 8.0 131 1.2
Teignbridge - 3.4 5.0 5.0 17.0 111
Torridge - 151 6.0 14.0 28.3 21.4
West Devon - 1.8 4.0 9.0 11.6 11.0
Dorset 17.0 4.2 2.0 12.0 171 9.5
Christchurch - 1.6 4.0 13.0 145 11.2
East Dorset - 9.7 3.0 8.0 19.3 11.6
North Dorset - -4.2 4.0 11.0 11.2 -0.6
West Dorset - 0.5 4.0 12.0 13.7 4.5
Weymouth and Portland - 12.8 5.0 12.0 23.6 17.7
Gloucestershire 13.0 14 2.0 10.0 14.1 6.2
Cheltenham - -9.3 3.0 6.0 7.4 -4.3
Cotswold - 3.8 1.0 10.0 14.9 4.8
Forest of Dean - 1.9 5.0 10.0 12.6 10.1
Gloucester - 131 4.0 14.0 25.2 21.6
Stroud - -1.2 2.0 5.0 9.3 3.9
Tewkesbury - - 3.0 12.0 - -
Somerset 15.0 9.7 5.0 13.0 20.4 13.9
Mendip - -0.2 3.0 12.0 11.7 8.4
North Somerset - 4.0 1.0 10.0 17.7 7.9
Sedgemoor - 17.0 5.0 8.0 24.3 20.3
South Somerset - 9.0 7.0 14.0 20.2 12.6
Taunton Deane - 9.5 5.0 7.0 22.4 10.6
West Somerset - - 5.0 13.0 - -
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Wiltshire 12.0 7.0 3.0 10.0 19.6 11.3
Kennet - 9.2 2.0 7.0 19.7 14.5
North Wiltshire - 1.1 0.0 5.0 14.9 6.3
Purbeck - 3.3 3.0 9.0 21.3 17.0
Salisbury - 9.1 5.0 13.0 21.3 13.3
West Wiltshire - 10.2 4.0 7.0 23.1 12.9

Source: Derived from DfES Basic Skills Survey (2003), APS (2007), Leitch (2006)

The following table outlines the current difference between the baseline position (as presented above
in Table A1.1) and the Leitch targets for each Local Authority Area in terms of an estimate of absolute

numbers of individuals.

It should be noted that these figures are based on the assumption of no population growth between
now and 2020. The figures estimate the scale of the task based on the current position, and do not
attempt to estimate what the actual difference may be in the future. For those reasons, the table is
provided as an indication of the current position across Local Authority Areas and should be viewed as

informative only.

Table A1.3: Difference between Leitch targets and baseline by Local Authority (Numbers)

Intermediate Targets (2011)

Full Targets (2020)

16-18 Full-
Time L1+ | Entry L3+
Area Participation % L3+ | Literacy | Numeracy % L2+ % L4+
South West 17,800 | 167,900 | 266,000 | 479,400 | 512,000 | 306,000
gigﬂearrs‘gt'\'orth East 300 200 | 3,100 13,700 | 12,000 | 6,200
Bournemouth 600 5800 | 5,900 13,900 | 16,500 | 11,100
Bristol 900 7,200 | 13,100 46,100 | 48,000 | 9,300
North Somerset 700 4,400 | 2,700 12,400 | 19,700 | 8,800
Plymouth 1,100 15,900 | 7,000 28,400 | 31,100 | 25,600
Poole 700 6,600 | 3,400 12,000 | 16,200 | 11,000
South Gloucestershire 900 13,900 | 3,800 16,900 | 28,500 | 21,100
Swindon 500 14,500 | 7,400 21,400 | 25,600 | 18,200
Torbay 600 9,300 | 5,200 13,500 | 16,000 | 12,100
Cornwall 1,600 20,000 | 22,900 57,200 | 53,400 | 35700
Caradon - 3,900 | 2,000 6,300 | 10,800 | 6,300
Carrick - 400 | 1,600 8,600 | 6,100| 1,600
Kerrier - 8,100 | 3,000 8,800 | 10,700 | 10,300
North Cornwall - 3,400 | -61,500 9,800 | 8700| 6,300
Penwith - 1,300 | 3,100 8200 | 5600| 4,000
Restormel - 3,800 | 3,600 12,400 | 11,600 | 7,300
Devon 2,300 14,600 | 15,100 47,300 | 64,600 | 43,200
East Devon - 3700 | 2,600 8,800 | 10,800 | 7,100
Exeter ] 1,100 | 2,700 10,900 | 12,000 | 7,300
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Mid Devon - 3,500 2,000 4,200 5,600 5,400
North Devon - 2,100 7,100 6,900 6,900 5,700
South Hams - -1,400 900 4,500 5,800 500
Teignbridge - 2,200 3,000 5,900 | 10,800 7,100
Torridge - 5,000 2,100 5,700 9,400 7,100
West Devon - 500 1,200 3,600 3,000 2,900
Dorset 1,900 8,300 4,900 26,500 | 34,100 19,000
Christchurch - 300 900 3,000 3,100 2,400
East Dorset - 3,800 1,400 4,900 7,500 4,500
North Dorset - -1,400 | -14,500 3,800 3,800 -200
West Dorset - 200 1,900 6,400 6,300 2,100
Weymouth and Portland - 4,400 1,800 5,400 8,100 6,100
Gloucestershire 2,000 4,400 7,400 34,300 | 44,900 19,800
Cheltenham - -5,800 2,600 4,200 4,600 -2,700
Cotswold - 1,800 800 5,000 6,800 2,200
Forest of Dean - 800 2,600 6,200 5,600 4,500
Gloucester - 8,200 2,600 9,500 | 15,700 13,400
Stroud - -700 1,300 4,300 5,600 2,400
Tewkesbury - - 1,500 6,200 - -
Somerset 2,200 26,000 17,800 42,000 | 54,500 37,200
Mendip - -100 2,300 7,300 6,900 5,000
North Somerset - 4,400 | 78,500 12,400 | 19,700 8,800
Sedgemoor - 9,700 3,200 6,900 | 13,800 11,600
South Somerset - 7,200 6,000 13,400 | 16,300 10,100
Taunton Deane - 5,300 2,800 5,800 | 12,500 5,900
West Somerset - - 1,000 3,000 - -
Wiltshire 1,400 17,000 8,500 28,700 | 47,300 27,400
Kennet - 3,600 900 4,600 7,700 5,700
North Wiltshire - 800 700 7,000 | 11,000 4,700
Purbeck - 800 800 2,600 5,300 4,200
Salisbury - 5,600 3,100 8,500 | 13,100 8,200
West Wiltshire - 6,800 2,700 4,800 | 15,300 8,500

Source: Derived from DfES Basic Skills Survey (2003), APS (2007), Leitch (2006)
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ENDNOTES

! Regional and sub-regional GVA and GVA per head

Data tables and further information on the ONS Regional Accounts are available at:
www.statistics.gov.uk/StatBase/Product.asp?vink=14650&Pos=3&ColRank=1&Rank=272

Regional GVA data are published annually in December. Total regional GVA data are published with a 12 month
lag — sub-regional and industrial data have a 24 months lag (although 2005 industry data has been delayed until
2008).

All comparisons are made against “UK less extra-region” GVA rather than the UK total — extra-region comprises
compensation of employees and gross operating surplus which cannot be assigned to regions (e.g. oil revenue).

Headline GVA series are calculated using five-year moving averages. The latest two years’ data are provisional.
Estimates of regional GVA are made on a residence basis, where the income of commuters is allocated to where
they live rather than their place of work. For sub-regional GVA, however, the estimates are workplace based and
income is allocated to the region in which commuters work. As such, sub-regional productivity (as GVA per head)
is over-estimated in areas of high inward commuting (and vice versa).

GVA per filled job and GVA per hour

Available from ONS at www.statistics.gov.uk. Data are produced annually in spring.

Investment

Derived from figures in “Regional Competitiveness & State of the Regions”, an annual BERR publication which is
available at www.dtistats.net/sd/rci2007/index.asp/

Investment estimates are based on net capital expenditure and GVA data from the Annual Business Inquiry
(www.statistics.gov.uk/abi). As such, the output figures are not the same as the Regional Accounts estimates
published by the ONS.

Accurate estimation of regional capital expenditure is dependent on there being a strong correlation between the
variable on which any estimation is based, in this case local employment, and the variable for which we are
attempting to produce estimates, here regional capital expenditure. It has been established that the relationship
between regional employment and regional capital expenditure is, in fact, unreliable. ONS will no longer be
producing these estimates.

2 GVA = Gross Domestic Product plus taxes minus subsidies.

% Between 2010 and 2020, state pension age will change from 65 years for men and 60 years for women, to 65
years for both sexes. It will then increase progressively from 65 years to 68 years for both men and women
between 2024 and 2046.

“ Business Start-ups and Closures
VAT Registrations and De-Registrations in 2006, BERR. Further information on methodology, key findings and
“Developments for the Future” are available at stats.berr.gov.uk/ed/vat/.

The datasets include registrations, de-registrations, net change and start of year stocks for the period 1994 to
2006 (2007 for stock figures) down to local authority and parliamentary constituency level and broad industry
group. In addition, these figures are presented as rates (per 10,000 resident adults). National data only is
available at a 3-digit SIC industry level.

The next and final update of these statistics will be available on this website in Autumn 2008. These statistics will
be replaced by a new series produced by ONS, on business births, deaths and survival rates, which will be
released for the first time in parallel with this dataset this Autumn.

This analysis is based on VAT registrations and de-registrations statistics produced by BERR. VAT registrations
and de-registrations are used as a proxy for business start-ups and closures. As the figures include only
businesses that are registered for VAT, they inevitably miss the large number of small businesses below the VAT
threshold. These statistics nonetheless still give a robust indication of the wider economic conditions faced by all
businesses.
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5 Survival rates of VAT registered enterprises, 1995-2004, BERR, February 2007. Further information on
methodology and key findings are available at stats.berr.gov.uk/ed/survival/.

This dataset, comprising one- and three-year survival rates for Local Authority areas and regions, as well as by
index of multiple deprivation quintile and region; rural/urban area classification; and 1-digit SIC code, is available
at stats.berr.gov.uk/ed/survival/. The next data release is not expected until 2009 at the earliest.

This analysis is based on VAT registrations and de-registrations statistics produced by BERR. VAT registrations
and de-registrations are used as a proxy for business start-ups and closures. As the figures include only
businesses that are registered for VAT, they inevitably miss the large number of small businesses below the VAT
threshold. These statistics nonetheless still give a robust indication of the wider economic conditions faced by all
businesses.

6 Business Expenditure on R&D and Regional Trends 40, ONS. Both are available from www.statistics.gov.uk.
R&D expenditure is shown in current prices, i.e. does not account for inflation.

Business enterprise R&D is derived from the results of the ONS’s business R&D survey. Government R&D
figures are based on the returns of an in-house R&D in the government survey with the addition of ONS estimates
for NHS and local authorities' research and development and for those areas in central government not available
from the Government Survey and local authorities. Higher Education R&D is estimated by the Higher Education
Funding Councils for England, Scotland, Wales and the Department for Education in Northern Ireland.

Due to the unavailability of regional data, these figures do not include expenditure by the private non-profit (PNP)
sector.

International data on R&D expenditure from the OECD show that UK performs relatively poorly compared with
other major international economies. In 2006, expenditure on R&D in the UK was 1.8% of GDP, slightly above the
EU average (1.7%) but below the OECD average of 2.3%, and well below the levels of Japan (3.3%), the United
States (2.6%), Germany (2.5%) and France (2.1%).

! The 2007 R&D Scoreboard, Department for Innovation, Universities and Skills

8 It should be noted that the following calculations assume no change in population from the baseline until 2020.
Also the margin of error in the data increases at Local Authority level, meaning the figures presented below can
only be used to indicate which LAs are furthest from the Leitch targets. More detailed data is available in Annex 1.

o Daily Telegraph (2008) “Fears of 100,000 job losses in retail sector”, article by James Hall, 04 February 2008
www.telegraph.co.uk/money/main.jhtml?xml=/money/2008/02/04/cnjobs104.xml
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