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SKILLS INSIGHT:
THE KEY FINDINGS
Skills play a key role in driving economic growth
and enabling individuals to benefit from the
resulting wealth and prosperity. However, recent
difficult world economic conditions have pushed
the East of England into recession with many
thousands of residents losing their jobs. The
region is beginning to show signs of recovery
but the post-recession economy is likely to
look very different to how it currently looks.
Different jobs and different skills will be needed.
The East of England has many strengths and
assets that will provide a competitive advantage
in the emerging global economy. However, its
skills base remains a concern. There are too many
skill gaps and too few people with the higher
level and vocational skills that will be needed.
A number of indicators suggest that the East
of England suffers from a training deficit. This
context provides a challenging environment
for training funders and providers alike.
Skills Insight pulls together the most recent
evidence on the East of England labour
market. It presents a picture of its main
characteristics and assesses the challenges it
faces. It considers the future implications of
the latest available forecasts. Finally, it sets
out some of the key research issues that need
to be tackled to further our understanding.

The future is uncertain – but the recovery in
economic and employment growth is likely to
be slow

The economy will continue to restructure away
from manufacturing, manual and lower skilled jobs.
The service sector will drive employment growth

The UK economy has just come out of the longest
recession since records began in 1955. Output fell by
six per cent between 2008 Q1 and 2009 Q3. Whilst
there is growing confidence that the recovery has
begun there is far less certainty regarding its likely
strength and pace. Prospects for the East of England
are no less certain although its diverse economic
structure should provide a competitive advantage.

Employment is forecast to recover to its 2008 peak
by 2014. Employment losses, whilst less severe than
first feared, have hit some groups disproportionately
hard. Redundancies peaked at 14.9 per 1,000
employees in 2009 Q2 and were running above
national levels throughout the first half of 2009. Job
losses have been particularly marked for men, young
people and employees in the production sectors.

Forecasting employment prospects is even more
difficult. Traditional relationships between the
economy and labour market appear to have broken
down. Employers have been more reluctant to shed
labour than in previous recessions, instead, preferring
to hoard their more highly valued personnel. The
consequence is that whilst unemployment has risen
less than originally feared, it is also likely to recede
relatively slowly. There remains considerable slack
in the labour market. However, it is manifesting
itself in the form of under employment rather than
unemployment. Employers are carrying some of this
slack through their labour hoarding with a resulting
deterioration in productivity. There has been a sharp
increase in the number of people in work, both parttime and full-time, reporting that they would like to
work more hours. There could be as many as 200,000
people ‘under employed’ in the East of England.

The service sector now accounts for four out of
every five jobs in the East of England and this is
set to increase with the business services sector
forecast to be the key engine of employment
growth in the future. The underlying shift from
lower skilled to higher skilled jobs is expected to
continue. However, growth in emerging service
sector industries will also generate employment
growth in intermediate occupations such as caring
personal services, sales and customer services. In
fact, natural turnover in the labour market will ensure
there are new employment opportunities across all
occupations, even those in long-term decline.

Growth in employment and the commensurate growth
in skills accounted for a little over a quarter of GVA
growth in the East of England between 2002-08.
This was a slightly lower contribution than nationally,
reflecting the region’s comparatively poor skills
base. However, the East of England compensates
for its weak skills base through internationally
recognised strengths in its R&D assets. The East
of England is a leading European region across a
broad range of innovation related indicators.

The East of England’s weak skills base manifests
itself in the form of a range of skill shortages
and gaps
Skills shortages (recruitment difficulties caused by a
shortage of skills) have eased with the recession and
there are currently less than 10,000 across the East of
England labour market – though the region still suffers
disproportionately to other regions. However, skill gaps
(skills deficiencies in the existing workforce) have been
exacerbated as employers come under pressure to
cut costs and improve productivity in the challenging
economic climate. There are approximately 160,000
employees in the East of England with skill gaps to be
addressed. This is just a fraction of the employees that
will need training to update and develop new skills.

Labour force growth has also been stunted by the
economic conditions. Long-term growth in the working
age population has recently been out-weighed by
falling economic activity rates. Whilst ‘normal service’
is forecast to resume as the economy recovers,
virtually all of the growth in the economically active
population will be accounted for by the over 45s. The
labour force will age significantly. Economic activity
rates vary considerably across the region. In part this
reflects the relative buoyancy of local labour markets.
However, other local factors are also important. For
example, activity rates can be depressed in areas with
high levels of students, older working age people or
some Black and Minority Ethnic groups.
The skills of the labour force continue to be one
of the region’s weak spots. Strong performance
across a range of school age indicators is not
followed through into higher level qualifications
for the labour force. This culminates in low levels
of people qualified to Higher Education level –
 an
essential requirement for many of the key sectors of
the post-recession economy. The reasons for this
are not entirely clear although low levels of public
funding are likely to be one contributory factor.
And is acting as a brake on productivity
and economic participation
However, what is clear is that low skill levels are a
constraint on both economic participation and
productivity. The impact of low skills is magnified
when combined with other factors such as disability
or lone parent status. As a result, the likelihood of not
participating in the labour market is significantly higher
for a range of communities of interest such as lone
parents, some Black and Minority Ethnic groups and
older people. Economic inactivity also has a distinctive
spatial distribution with concentrations in coastal areas,
urban conurbations and peripheral rural hinterlands.

CONTENTS
Skill levels in the East of England are suppressed by
low levels of training activity. Surveys of individuals
and employers consistently and repeatedly show
training levels below, albeit marginally, England and
UK levels. Small firms are particularly prone to a lack
of training with almost half of firms with less than
five employees providing no training at all. Training
participation by individuals is influenced by a range
of characteristics. Generally, those who already have
higher level qualifications are more likely to receive
more training. Only about one in forty of those with
no qualifications will have undertaken any training
recently. Younger people in the East of England, aged
under 25, seem to miss out on training opportunities
relative to their counterparts elsewhere in the country.
Training providers face a real challenge
in responding to changing market
demands in a difficult fiscal climate
There is a need to better understand the factors,
including public funding levels, that are contributing
to low levels of training activity and skills outcomes.
The recession has certainly had an impact. Some
firms have cut back their training budgets, but many
more have responded by demanding more bespoke
support focusing on mandatory training, up-skilling key
individuals and bite-sized learning customised to the
current and future needs of the business. The challenge
for training providers, public and private, is to improve
their responsiveness to this changing marketplace.
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INTRODUCTION:
PURPOSE, CAVEATS
AND FUTURE
RESEARCH NEEDS

The second chapter looks at the demand for labour.
It considers the characteristics of employment, how
these have changed in recent years and how they
might change in the future. Finally, it looks at evidence
of market failure in the form of skill shortages and gaps.

PURPOSE

Chapter four concludes with an analysis of the training
market. It looks at volumes of training activity and
identifies how the likelihood to participate in training
varies by type of business and individual. The impact
of the recession on training activity is reviewed.

This report is an analysis of the East of England
labour market. It reviews the available evidence to:
+

describe the main characteristics of
the labour market and how these differ
from other regions and the UK

+

identify the key issues facing the labour
market including evidence of market failure

+

consider how the labour market and the
demand for skills might change in the future.

The report provides a starting point for developing
a better understanding of the skills challenges faced
by the East of England. It doesn’t attempt to answer
every question. It simply pulls together the existing
evidence to ‘tell a story’ and identify where our
knowledge is incomplete. As such, it answers many of
the simpler questions about the East of England labour
market and provides a platform for further research.

REPORT STRUCTURE
The report is structured consistently with a ‘traditional’
labour market assessment format. It is also consistent
with an approach agreed by the RDA Data and
Information working group and seeks to answer a
number of questions about the labour market.
The first chapter sets out the economic context
and considers the relationships between
the economy and the labour market.

Chapter three assesses the labour force. Again, it
looks at key characteristics including skill levels and
reviews evidence of market failure with a focus on
economic inactivity and its associated factors.

SOME CAVEATS
It is important to be clear about the
limitations of the report:
+

the report is essentially a desk study and
as such is constrained by the available
evidence. Where insufficient material has
been found to address specific issues this
has been flagged as a research issue

+

some analysis of primary data sets has
been undertaken. However, this is on a scale
consistent with the style of this report. Where
data sets could be analysed more thoroughly,
and this is considered worthwhile, it has
again been flagged as a research issue

+

many datasets are updated monthly and
views on the economy can change with equal
frequency. This report, and its conclusions,
is based on the most up to date information
available when it was drafted in April 2010

+

the focus of this report is the regional scale.
Some sub-regional analysis is presented where
this is considered essential to developing
an understanding of the East of England.
However, it is recognised that much of the data
could be presented at a lower geographical
scale and aid local decision making

+

this report presents an important but partial
analysis of the East of England labour market. It
provides a thorough review of published studies
and a more limited analysis of the available
data sets. It does not address in any detail:
– a mapping of policy and resources
– a review of ‘what works?’ in the form of
evaluations of existing labour market
interventions and programmes.

RESEARCH ISSUES
The report identifies a number of research issues.
These are not exhaustive. However, they will
form the basis for a discussion with partners,
EEDA and our own Advisory Board to develop
an Insight East skills and labour market research
programme over the next 12 to 24 months.
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Despite being the longest since records
began, the recent recession has been less
severe than first feared. The recovery
will be trade and investment led.
Prospects for the East of England are relatively
good due to the mix of its manufacturing sector
and lesser dependence on public services.
Unemployment has risen sharply but not as
much as in previous recessions. There is some
evidence that the ‘unemployment legacy’ from
the current recession will be weaker. However,
unemployment needs to be seen alongside rising
levels of under employment and a significant
level of economically inactive people. There
is considerable slack in the labour market.
Productivity has fallen, nationally and regionally,
as employment reductions have lagged reductions
in output. However, the East of England retains a
productivity advantage over the UK across most
sectors. This edge has widened in recent years.
Employment growth and skills development
accounted for about one-third of GVA growth
in the East of England between 2002 and 2008.
Already high employment rates have not acted
as a break on GVA growth as strongly performing
sub-regions appear to have been able to attract
more workers through population growth
(including migrant workers) or commuting.

Of the other drivers of productivity, the East of
England’s strength lies in its innovative capability.
The East of England accounts for over a quarter of
business R&D expenditure in the UK. The region’s
Achilles’ heel is its skills base. Promising results on
school age indicators are not sustained as young
people move into older, and working age, cohorts.
A similar story emerges when the East of
England is benchmarked globally. The region’s
status as a leading innovative economy shines
through even on a world stage across a range
of indicators. However, its skills base is little
better than average on EU terms and trails
many of its key competitor and comparator
regions from Europe and the United States.

The UK finally came out of recession in 2009 Q4,
achieving growth in GDP of 0.4 per cent. This followed
six successive quarters of falling output, the longest
recession since records began in 1955. Between 2008
Q1 and 2009 Q3 output fell by six per cent. Despite
this, the UK suffered less than originally anticipated.
The crisis in financial markets was expected to hit
the UK particularly hard – the financial services
sector accounts for ten per cent of GVA. Although
the UK did perform more poorly than the US, it
fared better than many of its other competitors.

muted for some time. The scarcity of credit and a
weak labour market will act as a drag on consumers.
The need to restore more order to public finances
means that a tighter fiscal policy is inevitable.
Instead, the recovery will initially be led by trade
with strong growth in exports benefitting from the
global economic recovery and the relatively low
value of sterling. The 10.4 per cent decline in exports
in 2009 will be reversed in 2010 with growth of 2.7
per cent before peaking at 7.9 per cent in 2012.
Fixed investment will return to growth in 2011 (1.4 per
cent) with stronger growth in 2012 (4.4 per cent).
Subdued domestic demand coupled with a
weak labour market means that the Consumer
Price Index is forecast to remain below two per
cent over the next few years as there will be
little inflationary pressure in the economy.

As the economy emerges from recession GDP growth
is forecast to be both weak and fragile. The economy
is forecast to grow by less than one per cent in 2010,
rising gradually to 3.1 per cent in 2012. Consumer
and government spending are expected to remain
Figure 1.1: UK GDP and consumer spending
GDP
GDP

Percentage change per year

1: THE ECONOMIC CONTEXT

ECONOMIC PERFORMANCE

Consumer
spending spending
Consumer

10

Forecast

8
6
4
2
0
-2
-4
-6
1986

1989

1992

1995

1998

2001

2004

2007

2010

2013

Source: Oxford Economics

Prospects for the East of England are relatively
good. GVA growth is forecast to grow by an average
of 3.2 per cent per annum over the period 2011 to
2021, although this average rate of growth won’t be
reached in a single year until 2012. This optimistic
outlook is based both on historic performance and
the ability of the economy to take advantage of future
opportunities. Between 1990 and 2007 the East of
England out-performed the UK economy in 11 out
of 18 years. Furthermore, it has been argued that:

1 ‘East of England Recession Impact, Insight East’, EEDA (September 2009).

“The region’s diverse economy and lesser reliance
on traditional manufacturing means that the
East of England entered the recession in a less
vulnerable position with a strong presence in
sectors that are more likely to survive in the
recession or to recover in the short-term1.”
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Figure 1.2: GVA growth in the East of England, 1992 - 2021

Figure 1.3: Quarterly UK GVA growth rates and unemployment rates since 1971
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Population growth is forecast to continue, albeit at
lower rates than recently achieved. This will provide
an important stimulus to consumption. It will also
place increasing pressure on public services.

THE RELATIONSHIP BETWEEN
THE ECONOMY AND THE
LABOUR MARKET
The obvious relationship between the economy
and the labour market is that weakening economic
performance has a negative effect on the labour
market, most clearly demonstrated through a rise
in unemployment. However, the relationship is not
straightforward. Historically there has been a time
lag. Recruiting and shedding labour is an expensive
business and employers will often look to more
flexible options first, such as reducing hours or other
cost cutting measures, before making redundancies.
Equally, they will seek to reverse these measures before
expanding their workforce in response to any recovery
in demand for their goods and services. Figure 1.3 shows
that previous recessions have left a legacy of high
unemployment that has not fallen significantly until
some years after the economy has started its recovery.

Source: ONS Time Series Data

There is some evidence to suggest that the
‘unemployment legacy’ will not be as great as in
previous recessions. Certainly the rise in unemployment
has not been as severe as first feared and there are
already some signals that employment is starting to
recover. However, unemployment is still not expected
to return to pre-recession levels during any time in
the near future.

There is evidence that some of the expected increase
in unemployment has been replaced by rising ‘under
employment’. Under employment is the amount
of additional hours work that people already in
employment would ideally like to do. The number of
people working part-time because they have been
unable to find full-time employment has been rising
since 2005. However, this does not paint the full
picture as it does not include people working full-time
who would like to work even more hours. This could
include, for example, people who have had their hours
reduced in response to employers experiencing a
reduction in demand for their goods and services.
It is estimated that there were 2.8 million people
under employed in 2009 Q3 (nine per cent of the
economically active population) who collectively
were seeking an additional 31.6 million hours of work
during the quarter. The number of people under

employed was almost 600,000 higher than a year
ago. A crude estimate of under employment in the
East of England would be about 200,000 people2.
The relationship between economic performance and
unemployment is also dependent upon changes in
economic activity trends. Every month there are large
gross flows between employment, unemployment
and economic inactivity. For example, over the
period October to December 2009, 535,000 people
moved from employment to economically inactive
status whilst 415,000 moved from employment to
unemployment3. In fact, more people have moved
from employment to economically inactive status than
to unemployment every quarter since 2003, with the
exception of 2009 Q1 and 2009 Q2 – in the midst of
the recession. ONS plan to publish further analysis of
the effect of the recession on gross labour market flows
later in 20104.

2 This is derived by applying the ration of under employed to unemployed at the national level to the level of unemployment in the region.
3 These estimates of labour market flows are, in part, experimental statistics. They do not have National Statistics status.
4 A preliminary analysis of the methodology is published in ‘Economic & Labour Market Review’, ONS (February 2010).

12

13

The number of working age economically inactive
people has remained fairly steady in recent years.
There were 626,000 for the period July 2008 - June

2009. The majority (378,000) are women. There
is a significant difference in the age distribution
of the economically inactive by gender.

Figure 1.4: Economic inactivity by gender in the East of England
Men
Men

Women
Women
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PRODUCTIVITY
Another key relationship between economic
performance and the labour market is productivity.
Labour productivity tends to fall in recessionary
periods as employment reductions lag reductions in

output. However, output per hour worked has fallen
less than output per worker, reflecting the larger
fall in hours worked than total number of workers.

Figure 1.6: Regional productivity by industry
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The 35-49 age group is the largest group for
women. This is allied to the high proportion of
women that are economically inactive because
they are ‘looking after family/home’. For men,
the 50-64 age group is the most significant.
This is related to the high proportions of men who are
economically inactive because they are classed as
‘retired’ or ‘long-term sick’. One in four of the working
age economically inactive (162,000) do want a job.
Whilst these may not all be available to start work
immediately, they do provide another indication of
the amount of slack currently in the labour market.
Coupled with the unemployed and under employed
they constitute a considerable under-utilised resource.

Figure
1.5: Reasons
for economic
inactivity:
Reasons
for Economic
Inactivity:
East of England
East of England
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Note: Regional all-industry GVA = 100 represents the productivity of the given industry indexed such that aggregate productivity in the
East of England = 100. The productivity growth differential represents the difference, in percentage points, between the percentage growth
of a given industry productivity in the East of England minus the average productivity growth in the region over the 1996-2007 period. UK
industry GVA per hour worked = 100 represents productivity of the given industry such that average productivity of the same industry in the
UK = 100. The productivity growth differential represents the difference, in percentage points, between the percentage growth of a given
industry productivity in the East of England minus the average productivity growth in the same industry in the UK over the 1996-2007 period.
Source: table adapted from ‘Regional economic indicators with a focus on industries in the UK regions’ (November 2009)

Productivity rates tend to be highest where there
is a high capital to labour input ratio such as in
the energy industries or financial services. Sectors
with a high dependence on lower skilled or manual
jobs tend to have lower productivity levels. These
patterns have remained largely unchanged over
the last ten years. In fact, some of the industries
with the highest productivity rates have seen
their relative advantage deteriorate slightly.

The East of England has high productivity rates
across most sectors compared to the UK. This relative
advantage has improved over the last ten years.
Productivity growth has under-performed the UK in
only three sectors – agriculture; electricity, gas and
water supply; and, marginally, business services.
Output is a function of the number of people producing
goods and services and the productivity of these

workers. Productivity, in turn, is a function of five
drivers: skills; enterprise; investment; innovation; and,
competition5. It has been estimated that between
2002 and 2008 employment growth contributed
0.59 percentage points of the 2.3 per cent per

annum GVA growth achieved in the East of England6.
This was a marginally lower proportion than in the UK.
The remainder of GVA growth is therefore accounted
for by changes in the amount of capital and total
factor productivity7.

Figure 1.7: Contributions to GVA growth of employment growth by industrial sector
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Employment and skills can also only partially account
for sub-regional variations in GVA performance.
There is only a weak correlation between employment
and GVA growth which disappears if the two outliers
(Peterborough and Southend) are removed.

Bedfordshire and Cambridgeshire) were able to
achieve the highest employment growth over
2002-08. This suggests that ‘high-employment’
regions were able to attract additional workers,
either through population growth or commuting8.”

“It appears that high employment rates did not
act as a constraint to employment growth during
2002-08. Some of the sub-regions with the
highest employment rates in 2002 (Peterborough,

This serves as a useful reminder that labour markets,
like other markets, do not operate along administrative
boundaries and will, in fact, change over time.

Figure 1.8: Chart 2.1: Sub-regional GVA and
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Figure 1.9 Chart 2.2: Sub-regional employment rate
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In order to understand how total factor
productivity is contributing to GVA growth in the
East of England it is necessary to assess the five
drivers of productivity: innovation; enterprise;
competition; investment; and skills9.
The East of England’s key competitive advantage
appears to lie in its strength as an innovative
region. Innovation is most commonly measured
at the regional level by business expenditure on
Research and Development (R&D) activity. In the
East of England business expenditure on R&D was
over £4,000 million in 2008. At 3.7 per cent of GVA
this was almost double that achieved in the next
highest regions (South East and North West at 1.9
per cent). The East of England accounted for 26 per
cent of all business expenditure on R&D in the UK.

A more comprehensive analysis of innovation
related indicators confirms this view.
“The East of England is successful at innovation,
and is one of the top three performers amongst
the 12 UK regions for 21 out of 36 measures of
innovation performance. Of these measures,
the region has the best performance of all
UK regions for nine measures of innovation
performance, including the highest level of
business innovation expenditure, business
R&D intensity, R&D personnel, investment in
intangibles (machinery equipment and software
linked to innovation activities), broadband
access, cooperation agreements, collaborative
articles, innovation-active enterprises, and firms
introducing existing product innovations10.”

5 See HM Treasury ‘Productivity in the UK’ series for further details.
6 ‘Components of Growth Study – a draft final report submitted to Insight East’, Cambridge Econometrics (February 2010).
7 This approach captures the contribution of skills within the employment component through its focus on compensation per job. However, it will not capture

8 ‘Components of Growth Study – a draft final report submitted to Insight East’, Cambridge Econometrics (February 2010).

the contribution of management and leadership skills and their influence on the effectiveness of capital and other productivity drivers through investment
decisions or business strategies.

9 Although investment is a key driver of productivity there is currently no robust data set on regional investment.
10 ‘Innovation Insight – The innovation performance of the East of England’, Insight East and the Work Foundation (March 2009).
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Figure 1.10: Expenditure on Research and Development, 2007
Highereducation
educationinstitutions
institutions
Higher

Government
Government

There were 26,000 ‘business births’ in the East of
England in 2008. At a rate of 11.1 per cent (as a
percentage of the stock of enterprises at the start
of 2008) this was slightly lower than in the UK.
‘Business deaths’ were in line with national trends
(9.3 per cent compared with 9.4 per cent).

BusinessesBusinesses

6,000

5,000

The region does perform relatively well in terms
of survival rates. Of the 26,140 enterprises
started in 2003, 49.1 per cent of them were still
trading in 2008. This compares with a five year
survival rate of 46.6 per cent in the UK.
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Source: ONS (Regional Trends Online, Table 3.22)

The East of England is nearer to the ‘norm’ when it comes to enterprise. Enterprise is most commonly measured
at the regional (and sub-regional) level by analysing births, deaths and survival rates of enterprises.
Figure 1.11: Business births and deaths by UK region, 2008
Active (000s)

Births (000s)

Deaths (000s)

Count

Rate (%)

Count

Rate (%)

North East

63

8

12.2

6

9.9

North West

235

28

11.8

23

9.8

Yorkshire and The Humber

167

19

11.3

17

10.2

East Midlands

158

17

10.7

15

9.3

West Midlands

191

21

10.8

18

9.3

East of England

236

26

11.1

22

9.3

London

393

59

15.0

40

10.3

South East

373

41

10.9

33

9.0

South West

207

21

10.2

18

8.8

92

9

10.1

9

9.5

149

16

11.0

13

8.7

Wales
Scotland
Northern Ireland
UK

60

6

9.5

4

7.3

2,326

270

11.6

219

9.4

There is some sub-regional variation in survival rates
across the region. The highest five year survival rate
is in Uttlesford (55.8 per cent). The lowest survival
rates are commonly found in the urban areas
including some of the new or expanded towns. In
2008 the lowest rates were in: Forest Heath (39.3
per cent); Southend (40.8 per cent); Luton (42.9
per cent); Basildon (43.0 per cent); Norwich (44.0
per cent); and Harlow (44.8 per cent). However,
high failure rates can often be a reflection of high
levels of entrepreneurial activity, rather than any
underpinning structural weakness in the local economy.
2008 data does not capture the full impact of the
recession on businesses. However, the stock of
businesses did decline by over 4,000 in the East of
England during the year. This was a less severe fall than
nationally. Data for 2009, when published, is likely to
show greater losses. Norfolk and Suffolk appear to have
escaped relatively unscathed to date, but there have
been significant losses across the rest of the region.
Competition is considered to be an important driver
of productivity because it creates incentives to
innovate and ensures that resources are allocated
to the most efficient firms. The volume of exports
provides an indication of how international
regions are in their outlook and their degree
of exposure to international competition11.

The value of total export goods from the East of
England is about 20 per cent of GVA. This is about
the same as the UK average and suggests the
region therefore has about average exposure to
global economic forces. The region has a slightly
greater dependence on EU export markets than
the UK as a whole, which is not surprising given
its geographic location. The East of England’s
dependence on exports relative to the UK
has increased between 2000 and 2008.
A recent study has measured the importance of
service sector exports in the East of England12. By
2008, services accounted for 34 per cent of total
exports from the region. The export of services has
grown much more quickly than the export of goods.
The impact of recession on export levels can be
more clearly seen in the 2009 data published to
date. UK exports were nine per cent down in the year
up to 2009 Q3, compared with one year earlier.
Exports from the East of England were even harder
hit, falling by 11.8 per cent over the same period.
This is perhaps not unexpected given the East’s
higher exposure to EU markets which have generally
performed more weakly than the global economy
during the recession. Nationally, exports did in fact
fall more heavily in EU markets than elsewhere.
International markets are becoming increasingly
volatile. Faltering growth in the East of England’s
main markets (the Eurozone, USA and Japan)
contrasts with better prospects in the ‘developing
countries’ led by China and India. However, these
stronger markets will be less receptive to the
depreciation in sterling and are potentially difficult
markets in which to protect Intellectual Property
Rights (IPR) for the region’s high tech companies.

Note: Business death counts are provisional
Source: ‘Business demography 2008 – Enterprise births, deaths and survival’, ONS (November 2009)

11 Regional data is only available for trade in goods which by definition excludes trade in intangibles and services.
12 ‘EEDA: International Tradeable Economy Study’ (draft report), Kinetic Cubed Ltd (January 2010).
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Figure 1.12: UK regional trade in goods – statistical value of exports, 2008
£ million

Percentages

Percentage of UK
Export trade

All export
trade

To
the EU*

To
outside
the EU

To
the EU*

To
outside
the EU

All export
trade

To
the EU*

To
outside
the EU

248,752

140,637

108,115

56.5

43.5

100.0

100.0

100.0

  
United Kingdom

Skill levels across the working age population
are distinctly less impressive. The proportion of
people aged 19 to state pension age who are
qualified to Level 2, Level 3 or Level 4 is significantly
below the national average. The East of England
is even further behind its normal comparator
regions – South East, South West and London.

These weaknesses are substantiated by employer
focused indicators. Employers are less likely to have
a business or training plan, or a training budget, and
their staff are more likely to have a skills gap and
less likely to have participated in training recently.

Figure 1.13: Skills outcome indicators
England

180,078

94,215

85,863

52.3

47.7

72.4

67.0

79.4

North East

11,293

6,324

4,969

56.0

44.0

4.5

4.5

4.6

North West

23,746

12,689

11,056

53.4

46.6

9.6

9.0

10.2

Yorkshire and
The Humber

13,950

7,369

6,582

52.8

47.2

5.6

5.2

6.1

East Midlands

15,918

8,232

7,686

51.7

48.3

6.4

5.9

7.1

West Midlands

16,839

9,041

7,798

53.7

46.3

6.8

6.4

7.2

22,220

13,026

9,194

58.6

41.4

8.9

9.3

8.5

London

24,149

9,969

14,180

41.3

58.7

9.7

7.1

13.1

South East

40,031

20,543

19,488

51.3

48.7

16.1

14.6

18.0

South West

11,932

7,023

4,909

58.9

41.1

4.8

5.0

4.5

Wales

10,638

6,084

4,553

57.2

42.8

4.3

4.3

4.2

Scotland

14,266

6,039

8,226

42.3

57.7

5.7

4.3

7.6

6,187

3,564

2,622

57.6

42.4

2.5

2.5

2.4

37,584

30,734

6,850

81.8

18.2

15.1

21.9

6.3

East

Northern Ireland
Unallocatable
trade

Note: *Data relates to European Union of 27 Member States
Source: UK Regional trade in Goods Statistics, HM Revenue & Customs

The final driver to be considered is skills. The skills
base of the region’s labour force, and potential
labour force, will be considered in more detail
in a later section of this report. However, figure
1.13 summarises some of the key indicators used
to assess skills in regional labour markets.
The indicators paint a mixed picture of the region’s
skills base. School-age indicators are generally
positive and the percentage of Key Stage 4 pupils
achieving five or more A*-C grades including English
and Maths is comfortably above the national
average. In fact, the East of England achieves

the third highest score after the South East and
London. Other indicators focused on young people
are also generally favourable for the region.
There is, however, some evidence of a sting in the tail.
The number of 19 year olds in the East of England
who have achieved a Level 2 qualification is only
marginally above the national average, suggesting
that relatively few people in the region who did not
achieve a Level 2 qualification at 16 have done so
by 19. This view is corroborated by the relatively
low level of 17 year olds who are still in education
or some other form of work-based learning.

Skills outcome indicators

Time period

East of
England

England

2007/08

50.3

47.6

End-2007

77.0

78.0

% of 19 year olds qualified to Level 2 or above

2008

77.0

76.7

% of 19 year olds qualified to Level 3 or above

2008

52.4

49.8

% of 19 to state pension age with Level 2+

2008

67.6

69.4

% of 19 to state pension age with Level 3+

2008

46.5

49.5

% of 19 to state pension age with Level 4+

2008

27.8

30.5

% of 19 to state pension age with no qualifications

2008

11.5

11.9

% of working-age population who undertook job-related training in
last 13 weeks

2008

18.7

20.0

% of staff with skill gaps

2007

7.8

6.1

Skill shortage vacancies as % of all vacancies

2007

19.6

20.9

% of employers with business or training plan, or budget for training

2007

67.3

69.1

% of KS4 pupils achieving 5+ A* to C GCSE (incl. English and Maths)
% of 17 year olds in education or work-based learning

Source: ‘Regional Economic Indicators’ Table 3, Economic & Labour Market Review, ONS (February 2010)

AN INTERNATIONAL
PERSPECTIVE: BENCHMARKING
THE EAST OF ENGLAND
The increasing globalisation of economic competition
means that it is important to be able to benchmark the
East of England’s economic assets on an international
basis. It is no longer sufficient to be competitive on
UK terms alone. Such an assessment demonstrates
that some of the region’s assets are indeed world
class. However, the region also falls well short of the
leading international regions on many indicators.
‘International Insight’ provides a comprehensive
benchmarking of the East of England against a
series of comparator regions from the EU and

further afield using 23 measures of international
competitiveness across six outcomes and
drivers of economic performance13.
“With an economic output worth €142 billion in
2005, and an average annual per capita growth
of 4.9 per cent in economic output between 1995
and 2005, the East of England has performed
particularly strongly relative to other regions
in Europe and the rest of the world14.”
The East of England scores well in terms of economic
growth and employment rates. The region is
less impressive in terms of labour productivity.
It ranks 29th out of 97 EU regions for economic
output per capita and 49th for economic output
per workers. And the EU tends to lag many of
the US regions in terms of productivity.

13, 14 ‘International Insight – How the East of England economy compares’, Insight East (December 2009).
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Figure 1.14: Economic output per worker (GDP PPP), 2005
Comparator region

Figure 1.15: Proportion of the adult population with their highest level of
skills attainment at Higher Level Skills (ISCED 5–6), 2007

Value
(Euro PPP)

Score (EU NUTS1
average = 100)

Rank (EU NUTS1)

Massachusetts/Rhode Island

85,199

172.4

n/a

Virginia

82,917

167.8

n/a

Comparator region

Value (per cent)

Score (EU15 average = 100)

Rank (EU NUTS1)

Massachusetts/Rhode Island†

33.9

177.3

n/a

Tokai**

32.8

171.4

n/a

31.7

165.5

n/a

30.5

159.6

n/a
16

North Carolina

75,080

151.9

n/a

South Netherlands

72,357

146.4

7

Victoria+
Virginia†

Flanders

67,269

136.1

11

Flanders

24.4

127.5

Hessen

62,891

127.3

14

Western Finland

24.2

126.6

9

East Central France

60,176

121.8

19

South Sweden

24.1

126.1

17

Victoria

58,285

118.0

n/a

23.7

124.1

18

Baden-Württemberg

57,292

115.9

26

South East of England
North Carolina†

23.4

122.5

n/a

Tokai

54,074

109.4

n/a

South Netherlands

22.2

116.2

23

South East of England

53,637

108.5

37

East Central France

21.3

111.3

31

South Sweden

53,264

107.8

38

East of England

20.3

106.0

38

Western Finland

52,510

106.3

29

Baden-Württemberg

20.2

105.5

40

Quebec

49,865

100.9

n/a

Hessen

19.9

104.0

42

East of England

49,703

100.6

49

EU15 average

19.1

100.0

n/a

49,415

100.0

n/a

Quebec*

17.2

89.9

n/a

EU NUTS1 average

Note: As a result of some inconsistencies in the UK employment data from Eurostat after 2000,
the data has been extrapolated using growth rates derived from the UK Annual Population Survey
Source: Table taken from ‘International Insight – How the East of England economy compares’

Note: US and Australian regions are not strictly comparable in terms of population definitions. *2001 data. **2000 national data.
†calculated as a proportion of the population aged 18 years and over. +in Victoria, the attainment rate has been based on the population
aged 15–64 years. See ‘International Insight – How the East of England economy compares’ for further details
Source: Table taken from ‘International Insight – How the East of England economy compares’

Given that the East of England ranks below average on
a UK basis in terms of many skills indicators, it is not
surprising that the region compares poorly with many
of its comparator regions from further afield. The East
of England is ranked 38th out of 96 EU regions in terms
of the proportion of the population aged 15 and over
with their highest qualification held at ISCED Level 5-6
(an international classification of approximately degree
level qualification). Even allowing for data limitations in
international comparisons the East of England is a long
way behind some of its comparator regions in the US.

Figure 1.16: R&D expenditure as a percentage of GDP by sector, 2005

The East of England is a leading player in R&D on
any playing field. Expenditure on R&D in 2005 (3.9
per cent of GDP) was more than double the EU
average (1.8 per cent). In fact the East of England
had the second highest proportion of R&D spend in
the EU after Baden-Württemberg (five per cent of
GDP). Looking across comparator regions beyond
the EU only Massachusetts/ Rhode Island (home
to Harvard University and MIT) scored higher.

Business
Business

Government
Government

HigherHigher
education
education

Massachusetts/Rhode Island
South Sweden
Baden-Württemberg
East of England
Western Finland
South Netherlands
Quebec
Hessen
South East of England
East Central France
Victoria
Flanders
North Carolina
EU15
Virginia
0.00

1.00

2.00

3.00

4.00

Note: Data for South Sweden is national data due to unavailibility of regional data
Source: Table taken from ‘International Insight – How the East of England economy compares’

5.00

6.00
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A number of indicators suggest the East of England
has a substantive knowledge economy. Levels of
employment in knowledge intensive services and high

tech manufacturing are both above the EU average. In
2004 the region ranked seventh out of 15 comparator
regions in terms of venture capital investment.

Figure 1.17: Venture capital investment per capita (US$), 2004 or latest year available
Massachusetts/Rhode Island

Although difficult to measure, quality of life is
normally associated with economically successful
regions. Economic success generates wealth and
a high quality environment is an important factor
in attracting and retaining skilled workers. Strong
population growth is one indication that the East of

England is seen as an attractive place to live. There
is also evidence to suggest that inequality, while
certainly evident in the region, is no more marked
than elsewhere. Variations in GDP per capita are
generally lower in the East of England than in its
comparator regions in Germany and England.

$390

South East of England

$158

Quebec

Figure 1.19: Deviation of GDP per capita (NUTS3 areas) – high, low and median
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Source: Table taken from ‘International Insight – How the East of England economy compares’

Figure 1.18: European benchmarking – air and maritime transport as a proportion of the population,
2006 or latest available year
Comparator region

Value (ratio)

Score (EU NUTS1 average = 100)

Rank (EU NUTS1)

8.6

191.5

10

7.1

159.1

14

South East of England

6.8

151.4

17

East of England

6.3

140.3

20

EU NUTS1 average

4.5

100.0

n/a

Flanders

Hessen
South Sweden

2.9

64.1

38

East Central France

1.1

24.2

62

Baden-Württemberg

1.1

23.9

64

Western Finland

1.0

22.8

26

South Netherlands

0.4

9.1

78

Source: Table taken from ‘International Insight – How the East of England economy compares’
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million passengers in 2006. Physical accessibility
within the region is less impressive. Access to major
economic centres is generally poor across the region.
Despite the proximity of London, only Hertfordshire
ranks better than the UK average although Essex,
Southend and Thurrock are broadly in line with it.

Ba

The East of England also scores well on a number of
connectivity indicators. Broadband coverage is strong
with the number of households using a broadband
connection and individuals ordering goods and services
over the internet well above the EU average. The
region benefits from its international gateways – the
airports and ports of the East of England handled 35

s

–
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2: THE DEMAND FOR LABOUR

RESEARCH ISSUES
+

+

+

employers have been able to retain more of their
workforce than expected during the recession.
What are the implications for new employment
opportunities as the economy recovers? Should
labour market policy interventions focus on
unemployment or under employment?
tightening labour markets have not acted
as a constraint to economic growth in the
strongest sub-regional economies. Are
neighbouring weaker sub-regional economies
helped or hindered by this growth?
the East of England achieves relatively high
productivity rates despite a comparatively
poor skills base. Are qualification indicators

undervaluing the regional skills base?
What skills improvements would have the
biggest impact on productivity levels?
+

existing measures paint a very broad
picture of productivity trends across the
region. Can more detailed spatial and
sectoral weaknesses be identified?

+

what can we learn from comparator regions?

+

what does the East of England knowledge
economy look like? Is it a discrete entity,
focused on specific sectors and localities?
How can public policy support it?

The East of England economy sustains 2,752,000
jobs. These are taking an increasingly flexible
form with growing numbers of part-time and
temporary employees, and self-employed.
The East of England is in fact a series of local
overlapping labour markets which will differ for
each industry and occupation. The majority of
employment is concentrated in the south of the
region reflecting economic and population drivers.
The complex nature of local labour markets
is highlighted by the region’s continued
use of migrant workers to address a range
of skills needs whilst net out-commuting,
particularly to London, has increased.
The recession has impacted on employment levels
less severely than first feared. However, certain
groups have experienced disproportionately
high job losses, for example, men, young people
and the production sectors. The impact has
reached all corners of the region but there is
some evidence to suggest that employment
losses have been greatest in the south.
Improving business confidence is feeding
into employers’ employment expectations
but the 2008 employment peak is not
expected to be recovered until 2014.
Employment is dominated by the service
sector – now accounting for four out of every
five jobs. However, the East of England has
employment generating specialisms in both
high and low value added activities across
the production and service sectors.

Business services will drive future employment
growth. This is a broad ranging sector
encompassing, for example, professional
services (eg lawyers, accountants, architects),
R&D, property related services, recruitment
agencies, cleaning companies, call centres,
marketing and travel agencies.
The diverse nature of East of England ‘specialist’
sectors is reflected in the region’s occupational
structure of demand for employment. Traditional
gender occupational divides are still very evident
in this profile and are changing very slowly.
Continued employment growth is forecast
across management, professional and
associate professional roles. Manual trades
and lesser skilled roles are being replaced by
new service sector ‘intermediate skilled’ jobs.
Skill shortages vacancies (SSVs) have reduced
considerably during the recession to about 8,000
in the East of England in 2009. However, SSVs
are more prevalent than in most other regions.
In contrast, skills gaps have grown and affect
160,000 employees in the region. Relative
to employment, skill gaps are most frequent
among sales and elementary occupations.
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EMPLOYMENT – THE BASICS:
SCALE, CHARACTERISTICS
AND GEOGRAPHY

Full-time employment remains the most popular length
of working, out-numbering part-time workers by nearly
3:1. However, this ratio continues to fall. A minority
of workers (113,000) hold down two jobs. A similar
number (135,000) are in temporary employment.

The East of England economy sustains 2,752,000
jobs15. The majority of jobs (84 per cent) are held
by employees. However, there is also a significant
minority (435,000/16 per cent) of self employment
in the region16. About 10,000 people work as unpaid
family workers and an even smaller number
participate in government supported training
and employment programmes.

The gender balance of employment continues to
shift towards women. The latest figures show that
women now account for 46 per cent of employment
in the East of England. Women are more likely to work
part-time, hold down two jobs and be in temporary
employment. They are less likely to be self employed.

Although commuting distances have grown over
time, the majority of people still travel relatively short
distances to work. Map 1 shows the East of England
Travel to Work Areas. These represent a best attempt
at defining self contained labour markets across the
region19. Overall, the East of England is a net exporter
of labour with about 262,000 more people commuting

These characteristics of the regional workforce
largely reflect the national picture.

Figure 2.1: The employment structure of the East of England
Total

Employees

Self
employed

Unpaid
family
workers

Government
supported
training and
employment
programmes

Full-time
workers

Part-time
workers

Workers
with
second
jobs

Temporary
employees

People

2,793

2,392

385

10

*

2,053

735

121

133

Change
on year

-15

10

-24

*

*

-12

-6

6

8

Change
(%)

-0.5

0.4

-5.8

*

*

-0.6

-0.8

4.9

6.4

Men

The migrant workforce is considerably larger
than this. It is estimated that there were 620,000
foreign-born people in the East of England at the
end of 2007 and these made up 12 per cent of
the regional workforce18.This number more than
doubled over the previous ten years. The East of
England has experienced a relatively strong growth
in migrant workers from Eastern Europe since the
accession to the EU of their home states in 2004.

1,510

1,224

278

*

*

1,344

163

53

61

Change
on year

-24

1

-25

*

*

-22

-3

5

6

Change
(%)

-1.6

0.1

-8.1

*

*

-1.6

-1.7

10.3

11.2

Women

1,283

1,168

107

*

*

709

571

67

72

Change
on year

9

9

1

*

*

10

-3

1

2

Change
(%)

0.7

0.7

0.8

*

*

1.4

-0.5

1.0

2.7

out of the region, than into it20. The majority of this net
loss is accounted for by London. Net out-commuting
from the region has grown despite an increase in
migrant workers.
Employment, generally, is located in the south
reflecting the economic and demographic profile of
the region. Almost half of total employment (47 per
cent) is found in Hertfordshire, Essex, Southend and
Thurrock. Despite this, the largest concentrations
of employment at a local authority district level are
in Peterborough (112,000) and Norwich (108,000)
reflecting their local ‘capital city’ roles servicing
large rural hinterlands. The shaded pattern in
the map illustrates the major concentrations of
employment at a local authority district level.

Note: * = less than 10,000
Source: Labour Market Statistics: East, Table 3, ONS, February 2010

More than nine in ten of employed residents in the East
of England are classified as White. This is slightly higher
than the UK average. Of the seven per cent that are

Non-white about two-thirds (126,000) were
born outside of the UK and one-third (58,000)
were born in the UK17.

18 ‘Migrant Worker Availability in the East of England: An economic risk assessment’, IPPR for EEDA (March 2009).
19 The fundamental criteria is that of the resident economically active population, at least 67 per cent actually work in the area and also, that of everyone
15 Civilian workforce jobs, September 2009 (Source: Labour Market Statistics: East, ONS (February 2010)).
16 People are counted twice when they hold two jobs.
17 Annual average over the period July 2008-June 2009, Annual Population Survey, ONS.

working in the area, at least 67 per cent actually live in the area. All TTWAs should have a working population of least 25,000 although many are much larger.
The smallest TTWA in the East of England is Cromer and Sheringham with an economically active population of 32,000.
20 East of England Forecasting Model (Autumn 2009 baseline forecast), EEDA.
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Whilst the majority of workplaces are small, the
distribution of employees across different sizes of
workplaces is more evenly distributed21. For example,
whilst workplaces employing one to ten employees
account for 86 per cent of all workplaces in the East
of England, they only account for 23 per cent of
employees. In contrast, only 0.5 per cent of workplaces
in the region have more than 200 employees, but
these account for 28 per cent of total employees.
The East of England has a slightly higher proportion
of one to ten employee workplaces and employees
working within these than the national average.

There is some evidence of a polarisation of
workplace size in recent years. Between 2003
and 2008 the number of employees in both one
to ten and 200+ workplaces increased with a
commensurate reduction in the number of employees
in workplaces with 11-199 employees. This trend
was apparent both regionally and nationally.

Figure 2.2: Employees by size of workplace in East of England and Great Britain
Eastofof
England
East
England

Great Britain
Great Britain

35.0

30.0
Per cent of employees by size of workplace

Map 1: Employment density and travel to work areas in the East of England
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25.0

20.0

15.0

10.0

5.0

0.0
1-10 employees

11-49 employees

50-199 employees

200 or more employees

Source: Annual Business Inquiry 2008 workplace analysis (NOMIS)

Small businesses/workplaces are an important focus
for public policy because they tend to be less likely
to have a business or training plan and are more
likely to experience skills shortages and gaps.
Public services and financial and business services
account for the majority of 200+ workplaces.
Energy and utilities, although a smaller sector, is also

heavily dependent on large workplaces. Distribution,
hotels and restaurants are disproportionately
represented in the 11-199 workplace category.
Construction, distribution, hotels and restaurants,
financial and business services and other services
all have a relatively high proportion of one to ten
workplaces and employees within these workplaces.

21 Workplaces are the best proxy for size of business. However, they are not the same.

For example, each individual supermarket is treated as a separate workplace.

30

31
lower pay settlements and pay freezes so as to
reduce wage costs, and/or labour hoarding by
firms in order to retain key workers and skills22.”

Nationally, the labour market has withstood the impact
of the recession better than many commentators
anticipated. Historically there has been a lag between
the end of a recession and a recovery in employment
levels. However, the latest recession appears to
be associated with both a relatively shallow fall
and quick recovery in employment. A number of
theories have been put forward for this including:
“an adjustment in hours as workers accept a
shorter working week to remain in employment,

Recent falls in employment also need to be seen in
the context of a steady growth in employment over a
longer period of time. The East of England experienced
a contraction in employment of 64,000 in the 12
months up to September 2009. In the previous nine
years the region expanded by 266,000 jobs. The
recession appears to have impacted on the East
of England labour market later than elsewhere in
the country. Comparing each quarter with the same
quarter in the previous year to avoid any seasonal
influences suggests that employment did not begin to
fall until March 2009. Employment had begun to fall
by September 2008 across Great Britain as a whole.

Figure 2.3: Civilian workforce jobs in the East of England
Male
Male

Female
Female

Total Total

3,000,000

2,500,000

England remained constant for the first nine months
of the recession whilst there were significant falls
elsewhere23. By the period October-December 2009,
the East of England employment rate (76.2 per cent)
was significantly higher than the UK rate (72.4 per cent)
and second only to the South East rate (77 per cent).
Whilst the overall impact of the recession on
employment levels has been weaker than first feared,

certain groups of the population have been less
sheltered than others. Men have generally fared
worse than women. Employee jobs have declined
whilst self-employment has remained fairly steady.
Resident employment data confirms this shift towards
more flexible forms of employment with small gains in
both people with second jobs and temporary work.

Figure 2.4: Redundancy trends
UK
UK

East
Eastof
ofEngland
England

16.0
14.0
Redundancies per 1,000 employees

RECENT TRENDS IN
EMPLOYMENT: THE
IMPACT OF RECESSION
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Note: No data for East of England for 2008 Q2 due to small sample size
Source: ONS Labour Force Survey
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Source: Civilian workforce job series, NOMIS

Redundancy trends confirm this view to an extent.
Nationally the increase in redundancy levels in 2008
Q3 matches the timing of the fall in employment.
Redundancies increased in the East of England
at the same time. In fact, redundancy levels in
the East of England peaked a quarter later than
nationally, in 2009 Q2, and at a higher rate – 14.9

22 P9, ‘Economic & Labour Market Review’, Vol 4 No 2, ONS (February 2010).

Gender differences appear to be largely explained by
industrial trends in employment. Sectors employing
a relatively high proportion of men – construction,
manufacturing and agriculture – have experienced

proportionately greater job losses. Job losses in
distribution, transport and finance and business
services have actually matched these losses.

per 1,000 employees. However, the tail off was also
quicker with redundancy levels below the national
average at 5.9 per 1,000 employees by 2009 Q4.
The recession has also impacted on employment
rates less dramatically in the East of England than
elsewhere. In fact, employment rates in the East of

23 ‘The labour market across the UK in the current recession’, ONS (November 2009).
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Figure 2.5: East of England employment change by age
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Figure 2.6: Employment change as reported by businesses

Source: Annual Population Survey – Workplace Analysis (NOMIS)

Year/month

However, as a proportion of total employment in
the sector they have been much less significant.
The area of the economy to continue growing
its employment base during the recession to
date – education, health, public administration
and other services – is dominated by women (69
per cent of total employment in the sector).
Younger people have also been more severely affected
by the downturn in employment with a reduction in jobs
for those aged under 25. Reductions in employment
have been particularly significant for 16-19 year olds.
It seems likely that many young people are choosing
to delay their entry to the labour market by staying
in education and waiting for employment prospects
to improve. Also, labour hoarding by employers
has probably been matched by an increasing
cautiousness among employees about changing
jobs in an uncertain job market. The resulting slow
down in labour turnover reduces the opportunities
for new entrants to enter the labour market.

Sub-regional short term employment trends are
difficult to discern due to limitations in the data.
However, using the unemployment claimant count
as a proxy suggests that all parts of the region have
seen employment opportunities diminish with some
of the largest impacts in the south of the region.

SHORT TERM PROSPECTS
A key message from the various economic
barometer surveys is that employment prospects
are improving. The most regular survey, the monthly
Purchasing Managers’ Index, reported a 21st
successive monthly fall in employment in January
201024. However, the decline has been reducing in
recent months and is now only marginal. In fact, the
manufacturing sector which headed into recession
first, has already started to report a small expansion
in employment. The East of England has out-scored
the UK in seven out of the last nine months.

Source: East of England PMI Report, January 2010

The Institute of Chartered Accountants in England
and Wales Business Confidence Monitor report is
somewhat more bullish in its economic outlook. 2010
Q1 results ranked the East of England as the UK’s
most confident region. The number of employees
in the East of England is forecast to grow by 1.1 per
cent over the next 12 months compared to a loss
of 1.4 per cent employees over the last year. The
survey argues that the East of England’s industrial
structure will play an important role in its recovery.
“The regional economy of London – along
with the South East and East of England – is
less reliant than others on the public sector.
These regions will be relatively immune to the
expected cutbacks in public spending25.”
The British Chambers of Commerce Quarterly
Economic Survey also predicts employment in
the East of England growing at a faster rate than
the UK as a whole in both the manufacturing and
service sectors. Furthermore, the survey suggests
that employment growth should not be too heavily
constrained, initially at least, by recruitment difficulties.
Recruitment difficulties are broadly in line with
national trends and appear to be less significant
than in the rest of the Greater South East.

However, the National Business Survey issues a note
of caution to this tide of optimism26. Whilst it broadly
echoes the growing business confidence in the region
it does highlight that 70 per cent of businesses are
currently working below full capacity. This is a feature
across all sectors of the economy. Many businesses
have minimised the need to reduce staff numbers
during the recession by cutting working hours and
offering unpaid leave. This supports other evidence
that employers have, to an extent, hoarded labour
during the recession. Therefore, it is likely that the
initial reaction of many businesses to an increase in
economic activity will be to increase the utilisation
of their existing workforce. Growth in employment
over the coming 12 months is likely to be slow.
Notwithstanding this caution, the improved
employment expectations of employers are already
feeding through into vacancy levels. In the last 12
months vacancies notified to Job Centres have
doubled to over 20,000 in January 2010. This
is slightly stronger than the growth experienced
nationally. Local trends are difficult to identify but
the improvement seems to have benefited most
parts of the region. However, Thames Gateway
does stand out as having experienced much weaker
growth in vacancies than the rest of the region.

25 ‘UK Business Confidence Monitor Report, Q1 2010’, ICAEW (2010).
24 ‘East of England PMI: January 2010’, Markit Economics (8 February 2010).

26 ‘The National Business Survey – East of England report – November 2009 results’, IPSOS MORI (February 2010).
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2015, employment will grow by about 150,000 reaching
a new high of 2,902,100. Self employment is expected
to grow slightly faster than employees in employment.
Residence employment is forecast to increase
slightly faster than workplace employment meaning
that net out commuting will continue to increase. By
2015 it is forecast that net out-commuting will have
reached 270,000.

LONGER TERM FORECASTS
Employment is not forecast to surpass its 2008 peak
of 2,839,200 until 2014. The rate of annual growth will
peak at 1.7 per cent in 2013 before falling back to below
one per cent by 2017. Over the five year period 2010-

Employment is expected to grow more strongly in the
East of England over the next five years than nationally.
However, the big unknown is the impact of anticipated
public expenditure cutbacks on employment.

Figure 2.8: Forecast change in employment by sub-region in the East of England
Forecast change in employment by sub-region in the East of England
10
9

% change in employment, 2010-2015

The growth in notified vacancies suggests
that employment prospects are picking up
across all parts of the economy including
manufacturing and construction. However, the
biggest increases have occurred in business
services, retail and health and social work.
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Figure 2.7: Change in total employment in the East of England
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The service sector now accounts for more than four
in five employees in the East of England economy
(82 per cent). Wholesale and retail distribution
is the biggest individual sector accounting for
almost one in five employees (19 per cent).
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Source: East of England Forecasting Model (2009 Autumn baseline forecast), EEDA

Employment growth, to some extent, is forecast in
all sub-regions of the East of England. The strongest
growth is forecast in the Cambridge sub-region
where an additional 30,000 jobs (9.1 per cent) are
expected over the 2010-2015 period. In contrast, the

Great Yarmouth and Waveney sub-region is forecast
to grow by less than 2,000 jobs (1.8 per cent). The
underlying factors driving these spatial variations
are past performance and sectoral differences in
the composition of sub-regional economies.

Public services as a whole contribute a further 25 per
cent of employees. Manufacturing, despite a long-term
decline in jobs, also remains a significant employer with
ten per cent of employees. However, manufacturing is a
broad category which, in practice, covers a wide range
of industries.
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Figure 2.9: Industrial structure of employees in the East of England

S : Other service activities
2%

A : Agriculture, forestry
and fishing
1%

R : Arts, entertainment
and recreation
2%
Q : Human health and social
work activities
11%

Figure 2.10: Differences Differences
in employeeinstructure
East
of England
Greatand
Britain
employeebetween
structure
between
East ofand
England
Great Britain

E : Water supply; sewerage,
waste management and
remediation activities
1%
F : Construction
6%
G : Wholesale and retail trade;
repair of motor vehicles and
motorcycles
19%

H : Transportation and storage
5%

In order to identify more specific specialisms
within the regional economy, it is necessary to
analyse employee data at a finer grain of industrial
structure28. For example, the overall proportion
of employees in manufacturing is consistent with
the national average, but this masks a number

F : Construction
G : Wholesale and retail trade; repair of motor vehicles and motorcycles
H : Transportation and storage
I : Accommodation and food service activities
J : Information and communication
K : Financial and insurance activities
L : Real estate activities
M : Professional, scientific and technical activities
N : Administrative and support service activities
O : Public administration and defence; compulsory social security
P : Education
R : Arts, entertainment and recreation
S : Other service activities
0.00

I : Accommodation and food
service activities
6%
J : Information and
communication
3%

Note: Exclusion of self employment impacts disproportionately on sectors such as agriculture and construction
Source: Annual Business Inquiry 2008

In broad terms this structure matches the national
employee structure. The region has higher
concentrations of employees in agriculture,
construction, distribution and some other, generally
low value added, service sector activities27. It has
lower concentrations of employees in public and most
private sector services including financial and business
services, information and communication services
and accommodation and food service activities.

E : Water supply; sewerage, waste management and remediation activities

Q : Human health and social work activities

N : Administrative and support
service activities
9%

K : Financial and insurance
activities
3%

C : Manufacturing
D : Electricity, gas, steam and air conditioning supply

D : Electricity, gas, steam
and air conditioning supply
0%

O : Public administration and
defence; compulsory social
security
4%

L : Real estate activities
1%

B : Mining and quarrying

C : Manufacturing
10%

P : Education
10%

M : Professional, scientific and
technical activities
7%

A : Agriculture, forestry and fishing

B : Mining and quarrying
0%

of specialisms within the region including: food
processing; printing; pharmaceuticals; plastics;
computing and electronics; agricultural machinery;
and, aircraft maintenance. The East of England also
has a concentration of employees in civil engineering
and other specialised construction activities
including roofing.
Within the service sector the most significant
specialisms include: wholesaling and warehousing; wired
telecommunications activities; technical testing and
analysis; and, scientific research and development.
Against an overall under-concentration of employment
in public services there are specialisms in pre-primary
education and residential care activities for the elderly
and disabled.

27 Care must be taken in interpreting data for agriculture and construction due the exclusion of the self-employed and mining, energy and water industries

due the low numbers involved.
28 High LQs can be achieved for small sectors by the presence of one or two large employers. Small sample sizes mean that the data is also prone to error.
However, the data does provide a useful starting point for identifying distinctive regional sectors.
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Figure 2.11: Employee concentrations in the East of England
Sector

Employees

percent

Location Quotient
(Benchmark = GB)

28,339

1.18

1.51

101 : Processing and preserving of meat and production of meat products

12,156

0.51

1.87

103 : Processing and preserving of fruit and vegetables

4,425

0.18

1.51

01 : Crop and animal production, hunting and related service activities

109 : Manufacture of prepared animal feeds

2,581

0.11

2.22

1721 : Manufacture of corrugated paper and paperboard and of containers of paper
and paperboard

2,780

0.12

1.24

15,262

0.64

1.23

21 : Manufacture of basic pharmaceutical products and pharmaceutical preparations

6,348

0.27

1.68

2222 : Manufacture of plastic packing goods

3,922

0.16

2.05

2229 : Manufacture of other plastic products

4,938

0.21

1.22

18 : Printing and reproduction of recorded media

254 : Manufacture of weapons and ammunition

Employment growth over the next five years is
forecast to be dominated by business services. This
is a broad ranging sector encompassing, for example,
professional services (eg. lawyers, accountants,
architects), R&D, property related services, recruitment
agencies, cleaning companies, call centres, marketing
and travel agencies. The sector is anticipated to
account for over half the net employment growth
across the region between 2010 and 2015. Growth
in employment is expected across most parts of the
service sector with retail and hotels and restaurants
responsible for the next largest shares of new jobs.

2,508

0.10

2.06

0.93

1.78

27 : Manufacture of electrical equipment

9,638

0.40

1.25

281 : Manufacture of general purpose machinery

6,256

0.26

1.38

282 : Manufacture of other general-purpose machinery

10,252

0.43

1.36

283 : Manufacture of agricultural and forestry machinery

2,149

0.09

4.50

Chemicals & process industries

2896 : Manufacture of plastics and rubber machinery

2,058

0.09

1.55

Other and recycling

291 : Manufacture of motor vehicles

7,669

0.32

1.23

Electricity, gas & water

3312 : Repair of machinery

3,351

0.14

1.22

Constructions

3316 : Repair and maintenance of aircraft and spacecraft

2,921

0.12

1.59

Distribution

36 : Water collection, treatment and supply

3,199

0.13

1.22

29,007

1.21

1.31

439 : Other specialised construction activities n.e.c.

16,557

0.69

1.22

45 : Wholesale and retail trade and repair of motor vehicles and motorcycles

51,723

2.16

1.21

120,013

5.02

1.20

10,187

0.43

1.32

39,897

1.67

1.21

552 : Holiday and other short stay accommodation

3,747

0.16

1.30

553 : Camping grounds, recreational vehicle parks and trailer parks

2,848

0.12

1.33

611 : Wired telecommunications activities

2,725

0.11

4.80

712 : Technical testing and analysis

5,255

0.22

1.44

20,854

0.87

2.08

75 : Veterinary activities

4,308

0.18

1.26

772 : Renting and leasing of personal and household goods

2,760

0.12

1.31

42 : Civil engineering

46 : Wholesale trade, except of motor vehicles and motorcycles
479 : Retail trade not in stores, stalls or markets
52 : Warehousing and support activities for transportation

72 : Scientific research and development

7912 : Tour operator activities

4,019

0.17

1.61

811 : Combined facilities support activities

6,956

0.29

1.20

813 : Landscape service activities

5,862

0.24

1.34

851 : Pre-primary education

9,481

0.40

1.92

25,632

1.07

1.27

9104 : Botanical and zoological gardens and nature reserve activities

2,221

0.09

1.52

9319 : Other sports activities

3,515

0.15

1.54

873 : Residential care activities for the elderly and disabled

Note: All industries included where East of England has more than 2,000 employees and a location quotient of more than 1.20 (Benchmark =
Great Britain). All industries have been grouped to the highest level where the location quotient still achieves a score of 1.20
Source: Annual Business Inquiry 2008 (NOMIS)

The construction sector is forecast to regain most of
the jobs lost during the recession. However, job losses
in manufacturing are expected to continue. A further
20,000 losses are expected over the next five years
with engineering accounting for the lion’s share.

Figure 2.12: East of England forecast employment change, 2010-2015
East of England forecast employment change, 2010-2015

22,195

26 : Manufacture of computer, electronic and optical products

Forecast growth in public services may be optimistic as
no account has been taken of likely forthcoming public
expenditure constraints. However, a growing population
is likely to place increasing demands on public services.
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OCCUPATIONS

services. The proportion of women employed in
health related occupations reduces dramatically at
the higher end of the sector: caring personal service
occupations (89 per cent); health and social welfare
associate professionals (87 per cent); and, health
and social welfare professionals (43 per cent).

The occupational structure of employment in the East
of England very closely matches the national structure
at the 25 ‘Sub-major group’ level. Within the higher
skilled occupations, the East of England has a slightly
lower proportion of people employed in business and
public service professions and associate professions.
The region also has a slightly higher proportion of
people employed in several lower skilled occupations.

It is the jobs that tend to be dominated by women that
have the highest proportion of part-time employment
– administration, sales and caring personal service
occupations. The use of flexible forms of working
(seasonal, fixed term contracts, agency temping
and casual type work) is polarised with the highest
proportions found amongst professionals (ten per
cent) and elementary occupations (eight per cent).

Gender differences between occupations are still split
across traditional lines, with men more likely to be
employed in roles such as managerial and professional
jobs and skilled trades. Women are more likely to be
employed in roles such as secretaries and customer
Figure 2.13: Occupational structure of employment
East
of England UK
East
of England

UK

providing a service to the public such as
caring personal services and sales. Administrative
and secretarial, skilled trades and elementary
occupations are all expected to continue, or
re-commence, longer term falls in employment.

In contrast the region lost about 20,000 jobs in
administrative and secretarial roles over the same
period with a further 20,000 job losses in skilled
trades – mainly construction related. Further
job losses were experienced in sales, process,
plant and machine operatives and transport
and mobile machines drivers and operatives.

The need to replace people retiring and changing
jobs means that the net recruitment requirement
for all occupations is positive. Replacement demand
will be largest for corporate managers (131,000),
administrative and clerical occupations (93,000),
caring personal service occupations (84,000)
and clerical and service related elementary
occupations (74,000). Interestingly, two of these
occupational groups will actually experience a fall
in net employment which highlights the importance
of taking a broader view of labour market change
in considering future training and skill needs.

To a large extent, forecasts of occupational change
reflect an extension of historic trends. Between 2008
and 2018 there will be growth across most higher order
occupations. Lesser skilled jobs that are also expected
to experience growth are largely focused on roles

Corporate managers
Managers and proprietors in agriculture and services
Science and technology professionals
Health professionals
Teaching and research professionals
Business and public service professionals
Science and technology associate professionals
Health and social welfare associate professionals
Protective service occupations
Culture, media and sports occupations
Business and public service associate professionals
Administrative occupations
Secretarial and related occupations
Skilled agricultural trades
Skilled metal and electronic trades
Skilled construction and building trades
Textiles, printing and other skilled trades
Caring personal service occupations
Leisure and other personal service occupations
Sales occupations
Customer service occupations
Process, plant and machine operatives
Transport and mobile machine drivers and operatives
Elementary trades, plant and storage related occupations
Elementary administration and service occupations

0.0

There have been some significant changes in the
occupational structure of employment in the region
in recent years. Between the period July 2005 - June
2006 to July 2008 - June 2009, the region saw
steady growth across most managerial, professional
and associate professional roles. It is likely that
much of this growth has occurred in public services.
There was also growth in other lesser skilled roles.
Leisure and other personal services grew by about
19,000 jobs. There was also growth in elementary
occupations – both manual and administrative.

It is actually recent short-term occupational trends
that have diverted from the ‘norm’. Job losses in
science and technology professionals and sales can
probably be largely explained by the recession. Job
growth in elementary occupations is harder to explain.

Figure 2.14: Employment change by occupation, 2008-2018
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Source: Annual Poplulation Survey – Workplace Analysis, July 2008-June 2009 (NOMIS)
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LABOUR DEMAND – MARKET FAILURE
Measurement of skills deficiencies: a note on terminology

Figure 2.15: Vacancies, hard to fill vacancies (HtFVs) and skills shortage vacancies (SSVs) by region
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The most common measures used to assess reported skills deficiencies are skills shortage vacancies (SSVs) and skills
gaps. These are the measures used in the National Employer Skills Surveys which is the key source used in this report.
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SSVs are vacancies that are hard to fill for skills-related reasons, such as a lack of experience or lack of qualifications
held by the available pool of labour. Hard to fill vacancies (HtFVs) are vacancies that are hard to fill for any reason
whether related to skills or other factors.
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Skills gaps relate to a lack of proficiency in the existing workforce.
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The Leitch Review emphasised that such reports of skills deficiencies should not be regarded as indicators of employer
demand for skills, per se. These measures are products of the way employers recruit and use skills in the workplace, and
do not show the full extent of demand for skills.
In addition to perceived skill gaps some employers may also suffer from ‘latent skill gaps’ (Bosworth et al, 2004). Such
gaps exist where employers do not realise the skills they need to sustain their businesses in the long term.
Source: ‘UK Employment and Skills Almanac, 2009’ UKCES (February 2010). (Adapted from the Leith Review, Interim Report.)

The previous section has looked at employer demand
for labour as expressed by the characteristics of the
regional workforce. However, this approach describes
the demand for labour in terms of who employers
have been able to recruit rather than the workforce
they would have in an ‘ideal’ world. This gap between
the workforce that employers want, and the workforce
they actually have, can be considered as a form of
market failure. It is most commonly measured by
recruitment difficulties, skills shortages and skill gaps.

SKILLS SHORTAGES
Skills shortage vacancies (SSVs) have eased
considerably in the recession. Nationally there
were 150,000 SSVs in 2007. This corresponded

to six for every 1,000 employees. By 2009
SSVs had fallen to 63,000 or 2.7 per 1,000
employees. SSVs affected only three per cent of
establishments, with three in four SSVs occurring
in establishments with less than 25 staff.
SSVs are disproportionately high in the East
of England (and London). The East of England
accounts for ten per cent of all employment in
England and 11 per cent of vacancies, but 13 per
cent of SSVs. Nevertheless, this only amounts to
about 8,000 SSVs which is quite small in a labour
market supporting 2.7 million jobs. Even before the
recession, in 2007, SSVs only totalled 12,500.

Source: National Employer Skills Survey, 2009

Nationally, SSVs are most prevalent in three
occupational areas: associate professionals (7.4
SSVs per 1,000 employees); skilled trades (5.5)
and personal services (5.1). In terms of sectors, the
highest SSVs densities are found in: agriculture;
electricity, gas and water; hotels and catering;
health and social work; and, other services.
More detailed analysis of the National Employer Skills
Survey 2009, recently published, should provide
a clearer picture of SSVs in the East of England.

SKILLS GAPS
Whereas SSVs have receded in response to the
recession, skills gaps have increased. This may be due
to pressures to cut costs and improve productivity in a
challenging economic climate. Nationally, the number
of establishments reporting any skills gaps grew from
15 per cent in 2007 to 19 per cent in 2009. Skills gaps
are disproportionately high in larger workplaces.
In the East of England the increase was less severe,
rising only from 15 per cent to 17 per cent. This implies
about 160,000 employees in the region have a skills
gap, ie are not fully proficient in their job. Clearly,
skills gaps affect a much greater proportion of the
workforce, or potential workforce, than SSVs.
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Figure 2.16: Skills gaps by region

Figure 2.17: Skills gaps by occupation in the East of England
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Employers identify a broad range of skills gaps
among their workforce. However, the pattern of
skills lacking in the East of England is very similar
to the national picture. The most commonly cited
skills gap is in technical and practical skills (64 per
cent) followed by team working (53 per cent), oral
communication (51 per cent), problem solving (51
per cent) and customer handling (50 per cent).
Again, the distribution of skills gaps across occupations
broadly matches the national picture. The most

% share
of employment
% share
of employment

significant departure from the national trend is a
relatively low level of skills gaps among professionals.
The highest proportions of skills gaps are in sales
and elementary occupations both in terms of
total skills gaps and relative to the size of their
respective workforces. This pattern remains largely
unchanged from 2007 suggesting that employers
and the ‘educational infrastructure’ have yet to
find successful solutions for addressing these.
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Source: National Employer Skills Survey 2009

RESEARCH ISSUES
+

there is some evidence that employers are
using more flexible forms of employment such
as part-time, temporary or self-employment.
Are these trends being driven by the recession
or are they likely to be a longer term feature of
the labour market? What are the implications
for training and workforce development?

+

are training and business support
services adequately tailored to the
needs of small businesses?

+

young people have been disproportionately
affected by the recession. They have
responded by staying in full-time education
to delay their entry into the labour market.
Where are the new employment opportunities
for young people likely to emerge?

+

+

public services employment will come under
pressure from expected public expenditure cuts.
Which parts of the region are most vulnerable
to potential job losses in this sector?
official data cannot easily identify emerging or
highly specific sectors such as low carbon goods

and services and advanced manufacturing. How
do we ensure we can fully understand the skills
and employment needs of these sectors?
+

how appropriate are sectors as a vehicle for
skills interventions given that many of the
major skills challenges are cross sectoral?

+

the demand for lower and intermediate skills
is changing. There is an increasing demand
for service related occupations. These jobs
will provide important entry and progression
routes for the labour market. Which
occupations provide the greatest potential
for supporting labour market policies?

+

do SSVs and skills gaps adequately measure
market failure in terms of the demand for
employment and skills? What other measures
are available at a regional/sub-regional level?

+

which aspects of market failure can public
policy most effectively address and which
have the biggest impact on productivity?
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3: THE LABOUR FORCE
The East of England labour force is growing
but it is also getting older. Growth is being
fuelled by population growth rather than
an increase in economic activity rates,
though female rates are rising.
Activity rates may rise in the longer term but
they have been stalled in the short-term by the
recession. Activity rates vary considerably across
the region. The demand for labour is a key driver of
activity rates but local factors (such as high levels
of students or some Black and Minority Ethnic
(BME) groups) are also important determinants.
There are about the same number of
economically inactive people seeking
work as there are unemployed.
Skills are a key constraint to economic
participation and productivity.

Low levels of qualification attainment are most
debilitating when combined with other factors.
Other factors that increase the likelihood
of economic inactivity include disability,
lone parent status, being aged over 50 and
being a member of a BME group. These
factors are mutually re-inforcing and the
more factors each person experiences the
greater their chance of non-employment.
The spatial distribution of economic disadvantage
has changed little in recent years with
concentrations in the Fens and parts of the coast
and Thames Gateway, alongside many of the
major urban centres. Educational deprivation
has a similar spatial pattern but is generally
more deep seated with a larger footprint.

LABOUR FORCE – THE BASICS:
SCALE, CHARACTERISTICS
AND GEOGRAPHY
Growth in the East of England labour force in recent
years has been fuelled by population growth rather
than an increase in economic activity rates. The East
of England population grew by 328,000 between
2001 and 2008, a rate of 6.1 per cent compared
with 3.8 per cent across the UK29. Growth has
outpaced the UK average across all age groups,
although the difference for the 20-34 age group
was marginal. Growth was significantly higher for
the 65+ age group and, in fact, population growth
across the 50+ age group accounted for over
half the total population growth in the region.

Figure 3.1: Economic activity rate (EAR) trends in the East of England
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ageage
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The East of England performs well on most school
age indicators but falls down on qualifications
attainment across the working age population,
particularly higher level qualifications. There
is evidence to suggest that this may, in part,
be explained by low levels of public funding
for education in the East of England.
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However, it is unclear to what extent low levels of
qualification attainment are genuinely measuring
a skills deficiency. What is clear is the importance
of low qualifications on economic participation.

Over the period July 2005-June 2006 to July
2008-June 2009 the total economically active
population rose from 2,866,500 to 2,964,600 – an
increase of nearly 100,000 people. The majority of
these (79,000) were of working age with the remainder
aged over 59/64. About three in five of the additional
economically active were women. However, the
economic activity rate for all aged over 16 rose only
marginally from 64.7 per cent to 64.8 per cent over
the same period. There was a slightly larger increase
in the working age economic activity rate – from
81.1 per cent to 81.8 per cent. A small fall in activity
rates for men has been counter-balanced by a
slightly larger increase in activity rates for women.
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Source: Annual Population Survey (NOMIS)

29 Mid year population estimates (NOMIS), ONS.
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Activity rates for the under 25s have been broadly
static over the last few years. There is an expectation
that more recent data, when it emerges, will actually
show a fall in activity for younger people as many
choose to delay entering the labour market by staying
in education until employment prospects improve.
During the period July 2008-June 2009 there were
157,000 people inactive because they were a student.
This represented 25 per cent of the working age
economically inactive population. At the other end
of the spectrum, activity rates have risen fastest
for the over 50s, particularly among women. The
largest category of inactive people are those ‘looking
after family/home’ (200,000 people). The majority
of these are women. The third largest category is
the ‘long term sick’. These stood at 125,000 during
the period July 2008-June 2009, although their
numbers have declined over the last two years.
The only data available for economic activity trends
beyond the July 2008-June 2009 period is the
‘all-age’ data. This more recent data, for the quarter
November 2009-January 2010, does suggest that
the recession has had a depressing effect on activity
rates and the economically active population. A
continued rise in the working age population coupled
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with declining employment opportunities has pushed
both unemployment and inactivity upwards. Both
numbers and rates of economic inactivity have
risen more steeply for men than women. This is in
contrast to unemployment trends which have seen
women more harshly affected than men. We will
need to wait for the lagging, more detailed, data on
reasons for inactivity to explain these differences.
However, forecasts suggest a return to recent
trends in the longer term. Virtually all of the growth
in economically active population between 2001
and 2021 is expected to occur among those aged
over 45 with the strongest growth in the 55-64
cohort30. The economically active population is
forecast to decline for the 30-44 age group.
During the period July 2008-June 2009, 26 per cent of
the working age economically inactive stated that they
did want a job. This is 162,000 out of a total 626,000
and provides another useful indicator of the spare
capacity in the labour market. There are more inactive
women wanting a job (92,000) than men (70,000) and
they also constitute a far higher proportion relative
to the number of unemployed in each gender.

30 ‘The regional economic strategy for the East of England 2008-2031 evidence base’, (Figure 8-4, p146), EEDA (2008).

Map 2: East of England Economic Activity Rate. Per cent of working age population July 2008 to June 2009
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Economic activity rates also vary considerably across
the region. Compared with an East of England rate of
81.8 per cent, the highest rate is in St Edmundsbury
(89.9 per cent) and the lowest rate is in Cambridge
(75.1 per cent). It is difficult to discern general
sub-regional trends as many local variations are the
result of local issues. For example, the low economic
activity rate in Cambridge is explained by the high
proportion of students. Low rates in Watford and
Luton are likely to be linked to low activity rates for
women in some Black and Minority Ethnic (BME)
groups. And the low activity rate in North Norfolk
is probably explained by the relatively elderly age
profile of the population, even among the working age
population. High activity rates tend to be associated
with strong labour markets and high employment
rates. However, many of the highest rates (for
example, Uttlesford, East Cambridgeshire and Suffolk
Coastal) are in districts that sustain high employment
rates through strong levels of out-commuting.
The spatial distribution of BME groups does have a
particularly significant impact on economic activity
rates across the region given their concentration in
particular localities. About one in four people from BME
groups, whether born in the UK or not, are inactive.
This figure falls to 19.1 per cent of the white population
born outside of the UK and 17.4 per cent of the white
population born within the UK. However, these figures
can mask wide differences across different BME groups.
Activity rates for Indians and Black or Black British
are very similar to the rate for the White population.
In contrast, rates for the Pakistani/Bangladeshi
population are much lower, especially among women.
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THE SKILLS BASE
Measuring the skills of the labour force is notoriously
difficult. Most methods rely on qualification based
or related indicators. Despite the limitations of this
approach, it does at least provide a set of measures
that can be benchmarked against comparative areas.

COMPARING QUALIFICATIONS
There are a multitude of qualifications available at a range of levels. Therefore, benchmarking people by
qualification can be difficult. This is most commonly addressed by reference to the National Qualification
Framework (NQF) or National Vocational Qualifications (NVQs).
The National Qualifications Framework (NQF) sets out the level at which a qualification can be recognised in
England, Northern Ireland and Wales. Only qualifications that have been accredited by the three regulators
for England, Wales and Northern Ireland can be included in the NQF. This ensures that all qualifications within
the framework are of high quality, and meet the needs of learners and employers. The NQF levels range from
Entry level to Level 8. Levels 4-8 can be considered as Higher Education level qualifications. In fact, there is a
separate Framework for Higher Education Qualifications (FHEQ) which operates at Levels 4-8.
Some data series still compare qualification levels by reference to ‘NVQ equivalent’. NVQs are competence
based qualifications. They are based on national standards for various occupations. They are available at
Levels 1-5 which are again consistent with the NQF. This means that other qualifications can be compared to
NVQs, hence, the reference to NVQ equivalent. For example, people are considered to be NVQ 2 equivalent if
they hold five or more GCSEs at A*-C and NVQ 3 equivalent if they hold two or more GCE A levels at A-E.
School age performance is measured through the National Curriculum teacher assessments and Key Stage
tests. The Key Stages are measured at ages 7, 11, 14 and 16. Key Stages 1 (aged 7) and 2 (aged 11) are focused
on English, Maths and Science. A broader range of subjects are assessed at Key Stage 3 (aged 14). A common
success measure used at Key Stage 4 is the proportion of 16 year olds achieving five or more GCSEs at A*-C
including Maths and English.

The East of England performs reasonably well on a
range of school age indicators. In 2008 the region
matched the England average at both Key Stages 1
and 2 and pulled ahead of the England average at
Key Stage 3 in English, Science and Maths. In fact,

at Key Stage 3 the region achieved the highest
level of pupils achieving the required standard
in Science (80 per cent) and the joint highest in
English (79 per cent) and Maths (81 per cent).
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Figure 3.3: 16-18 year olds not in education, employment or training (NEET)
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Although this advantage is not retained at Key Stage
4, the region still achieves above average results.
There is, however, considerable variation within the
region. Three local education authorities achieve below
the England average and the difference between the
best performing area (Hertfordshire) and the worst
(Peterborough) is more than 20 percentage points.
Progression routes from Key Stage 4 are reasonable.
The East of England has the same level of 16 year
olds (84 per cent) and 17 year olds (72 per cent)
participating in post compulsory education or training
as the England average. The region does have a slightly
lower proportion of 16 and 17 year olds participating
in Further Education part-time or government
supported training programmes, suggesting there

may be less young people participating in work
related training. Of the 179,000 students studying
in Further Education colleges, a higher proportion
than in England are studying at Level 3+ with a
correspondingly lower proportion studying at Level 1.
The East of England also has a relatively low proportion
of 16-18 year olds not in education, employment
or training (NEET). In 2007 the proportion of 16-18
year olds in the region classified as NEET was 5.8 per
cent – down from 6.9 per cent in 2006. Again, the
region’s performance is slightly better than the England
average. Rates do vary across the region with almost
double the proportion of young people classified as
NEET in Peterborough and Luton as in Hertfordshire.

By age 19 any marginal advantage the region
appeared to hold at Level 2 had disappeared. However,
the region does keep slightly ahead of the pack at
Level 3. Only the South East (57 per cent) achieves a
higher proportion of 19 year olds achieving a

Level 3 qualification than the East of England
(52 per cent). The East of England’s
marginal advantage over the England
average applies to both genders.
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Figure 3.4: Progress towards achieving National Targets1 for England for young people, 2008
19 year olds2 qualified to at
least NVQ Level 2

Figure 3.5: Population of working age1: by level of highest qualification2, 2009 Q23
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1 See Notes and Definitions for details of the targets
2 Those aged 19 in 2008
3 Figures used to measure this target are from matched administrative data (see Statistical First Release 04/2009, on the DCSF Research
and Statistics Gateway)
Source: Department for Children, Schools and Families; Department for Innovation, Universities and Skills (taken from Regional Trends
Online table 4.15)

There is a significant deterioration in the region’s
performance when working age skills indicators are
introduced. When compared against England or the
UK, the East of England has slightly fewer people with
no qualifications and about the same proportion
with a highest qualification below NQF Level 2.
The East of England fares much worse in terms
of higher level skills. Only 26.8 per cent of the
working age population are qualified to NQF Level
4 compared to 30 per cent in both England and the
UK. The region is well behind the other ‘Southern’
regions. However, the issue appears to be initially
related to progression from Level 2 to Level 3. The
proportion of working age people qualified to NQF

Percentages

19 year olds2 qualified to at
least Level 33

Level 2 (70.7 per cent) almost matches the UK
average (71.1 per cent). However, a three percentage
point gap opens up by NQF Level 3 (46.4 per cent
in the East of England compared with 49.4 per cent
in the UK). This gap is maintained at NQF Level 4.
The reasons behind this are unclear. Migration
flows are unlikely to explain the shortfall given that
higher skilled people are generally more mobile and
the region is a net importer of migrants. In fact, a
workplace analysis would probably exacerbate the
region’s deficiency given that higher skilled people
have a higher propensity to commute and the region
experiences significant out-commuting to London.

NQF Level 4
and above

NQF
Level 34,5

NQF
Level 24,5

Below NQF
Level 25

No
qualifications

United Kingdom

30.0

19.4

21.7

17.0

11.8

England

30.0

19.3

21.9

17.7

11.2

North East

24.3

20.5

24.1

16.8

14.4

North West

27.7

19.3

22.9

17.2

12.8

Yorkshire and The Humber

28.1

20.0

21.9

18.6

11.5

East Midlands

26.5

21.4

22.4

18.0

11.7

West Midlands

25.5

19.1

22.9

18.0

14.5

East

26.8

19.6

24.3

19.1

10.2

London

39.4

15.2

17.3

16.3

11.8

South East

32.1

20.2

21.8

17.5

8.4

South West

29.9

21.1

22.8

18.2

8.1

28.1
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21.5

16.1

14.3

Scotland

33.4

20.8
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12.8

13.0

Northern Ireland
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11.8
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Wales

1 Males aged 16 to 64 and females aged 16 to 59
2 For information on the National Qualifications Framework (NQF) equivalent level qualifications see Notes and Definitions
3 See Labour Market Notes and Definitions
4 Trade apprenticeships have been assigned 50:50 to Levels 2 and 3
5 Other qualifications have been apportioned 10:35:55 to Levels 3 : 2 : below 2
Source: Department for Business Innovation and Skills, from the Labour Force Survey, Office for National Statistics (taken from Regional
Trends Online table 4.14)

Poor progression from NQF Level 2 onwards or a more
general lack of training across the East of England
workforce are possible explanations, but require further
investigation. Given that most people achieve their
qualifications in the relatively early stages of their
career, the learning experiences of people aged 16-25
is probably a good place to start. Training activity from
the perspectives of both employers and individuals
is analysed in section 4: The Training Market.
Analysis of skills outcomes in the East of England
has pointed to one possible explanation31. The study
highlights the low levels of public expenditure on

education compared with elsewhere. In 2008/09
the East of England has the joint lowest level of total
spending per head (with the South West) and the
outright lowest level of spending on post secondary
education per head. Whilst the study finds no statistical
correlation between funding levels in the most recent
year and the ‘base’ levels of qualifications in a region,
this was perhaps not surprising as the impact is more
likely to be a gradual one developed over a number of
years. In fact the study did find a definite correlation
between spending levels over the period 2003-08 and
changes in skill levels over the same period of time.

31 ‘Analysis of Skills Outcomes in the East of England’, East of England Strategic Authority Leaders, January 2010.

The study also put forward a number of other factors
which could help to explain the region’s poor outcomes:
+

poor retention of graduates and post-graduates
due to proximity of the East of England to London

+

the rurality of the region and associated
access issues

+

a lack of ambition and willingness to travel
to employment and training opportunities,
specifically in the more deprived coastal areas

+

a lack of physical premises (at a local authority
level) to teach vocational courses, which is
having a real impact on course uptake.

Some of these explanations do potentially relate to
spatial differences in skill levels across the region. The
lowest levels of working age people holding a NQF
Level 4 qualification are generally found along the
coast, within the Thames Gateway and in the rural
northern parts of the region, specifically the Fens.
Deficiencies at NQF Level 4 also reflect patterns in
demand for skills from employers and the spatial
distribution of Higher Education provision. In fact,
Higher Education Institutes in the East of England
confer fewer degrees (6.3 per 1,000 population) than
any other region or devolved nation in the UK32.
The indicators assessed above provide a rather
depressing picture of the East of England skills base.
However, as stated earlier, measures of ‘highest
qualification’ provide a limited assessment of skills
and the analysis of the East of England’s performance
does not sit wholly comfortably with its relatively
strong position, in UK terms, with regard to productivity.
The impact of skills on productivity is influenced not
only by the level of skills available but also by the
way in which they are used. There is a growing body
of research literature on skills utilisation, sometimes
referred to as ‘high performance working practices’.
This agenda is clearly linked to management and
leadership issues and there is a need to assess if
existing research resources can shed any light on
whether skills utilisation can help to explain the
apparent anomaly between the East of England’s
performance on skills and productivity measures.
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LABOUR SUPPLY –
MARKET FAILURE

Figure 3.6: Employment rates of working age people with a disability, 2008

Low levels of economic participation can be
seen as a form of market failure. They act as a
constraint on the capacity of the labour market
and, ultimately, the economy. Whilst the East of
England generally experiences high economic
participation there are cohorts and localities
where participation could be improved33.

Per cent
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Low levels of skills are clearly one of the key factors in
explaining non-participation. They also act as a brake
on productivity of those in employment. Low skill levels
have already been explored in the previous section.
This section considers some of the other barriers to
economic participation. However, as will be seen from
the analysis, these barriers are not mutually exclusive.
In fact, they tend to be reinforcing with the likelihood
of non-employment increasing significantly for those
people experiencing multiple forms of disadvantage34.
The employment rate for people with a disability is well
below the ‘all people’ rate. In 2008, the rates were 58
per cent and 77 per cent respectively. However, the
East of England rate was significantly higher than the
England rate for people with disabilities (51 per cent).
Rates do vary by type of disability. Rates tend to be
lowest for those with a learning difficulty or mental
illness. These are also the largest cohort accounting
for 42 per cent of all incapacity benefit claimants.
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Source: Annual Population Survey (taken from ‘East of England Economic Participation Study’)

People with disabilities also tend to have relatively low
skill levels. Nearly 45 per cent of people with disabilities
have low skills or qualifications. Those with higher skills
have a much higher chance of being in employment35.
The low level of economic participation by BME groups
has already been noted. However, a more detailed
understanding of BME groups is required if their issues

are to be better addressed. In 2008 the non-white
working age population stood at 273,400 (eight per
cent of the total population). This represented an
increase of 108,000 since 2003 and an increase
in the proportion from five per cent. However, this
is still a significantly smaller proportion of the total
population than the England average (13 per cent).

People with disabilities make up a significant proportion
of the working age population. In 2008 there were
605,000 working age residents in the East of England
with a disability. However, at 18 per cent this was the
third lowest proportion in England. There appears
to be a relationship between low levels of disability
and relatively strong labour markets. This is certainly
reflected in the East of England with proportions
of people with a disability lowest in Hertfordshire
and highest in Norfolk, Southend and Thurrock.

32 ‘Innovation Insight – The innovation performance of the East of England’, Insight East and the Work Foundation (March 2009).
33 ‘East of England Economic Participation Study’, University of Glasgow (October 2009).
34 ‘Disadvantage, and Multiple Disadvantage, in the East of England’, University of Essex (May 2003).

35 ‘East of England 2004 Labour Market Assessment – Increasing Employment Rates in Disadvantaged Communities’, Step Ahead Research Ltd (2004).
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Map 3: Non-white people aged 16-74 by local authority

Over 40 per cent of the non-white population lives
in five districts in the East of England: Bedford,
Cambridge, Luton, Peterborough and Watford36.
However, the characteristics of these local populations
vary considerably in terms of BME type, skill levels
and other characteristics. For example, a significant
proportion of the Cambridge non-white population
comprises overseas students. Clearly, local
interventions designed to improve participation rates
will need to be sensitive to these characteristics.
Analysis of the 2001 Census does not capture the
large increase in international migration that the
region has experienced in the last ten years. It has
been estimated that migrants make up 12 per cent of
the region’s labour force37. However, this population
is extremely diverse in terms of nationality, length
of residence and skill levels. Skill levels are acting
as a constraint on economic participation for some
groups. However, in some groups high levels of
skills are not being fully utilised. Overall, the skills
base of the migrant population is more polarised
than the East of England’s UK born population.
The numbers of newly-arrived migrants coming
to the East of England slowed in 2008. Whilst the
migrant population is expected to fall over the next
few years, no large-scale exodus is yet evident and
migrant workers will remain an important feature
of the workforce for the foreseeable future.
There remain a significant number of people aged
50-retirement age that are inactive in the labour
market. This figure averaged 183,000 over the period
July 2008-July 2009. Overall, activity rates have
risen for this age cohort over the last three years, and
certainly faster than the very marginal increase for the
entire working age population. However, this masks
a static situation for men (from 79.9 per cent in July
2005-June 2006 to 80.1 per cent in July 2008-June
2009) being counter-balanced by an increase for
women from 72.6 per cent to 77.8 per cent over
the same period.

The largest BME group in the East of England is the
‘Other ethnic group’, which includes the Chinese ethnic
group, accounting for 35 per cent of the non-white
population. Activity rates for ‘Other ethnic groups’,

Indian and ‘Black or Black British’ groups are all broadly
in line with the all population activity rate. The activity
rate for ‘Mixed ethnic groups’ is lower and the rate
for Pakistanis or Bangladeshis significantly lower.

The majority of inactive people in this age cohort are
not looking for employment and have taken voluntary
early retirement. However, this situation varies
considerably by skill level. Those with high level skills
and/or previously worked in managerial or professional

roles are less likely to be inactive and those who are,
are more likely to be so voluntarily. However, more
than half of those aged 50-retirement age not in work
have low skills compared to 40 per cent of those in
employment. The opposing trends in activity rates
for men and women can in part be explained by the
changing structure of the labour market. Many manual
low and semi-skilled jobs that have traditionally been
the domain of men have been in decline while there
has been substantial growth in some lesser skilled
occupational areas in the service sector which are
more commonly associated with female employment.
Inactivity across the 50+ cohort is also influenced
by sickness and disability. One study estimated that
38 per cent of economically inactive men aged over
50 claim Incapacity Benefit or Severe Disablement
Allowance38. This has been an increasing trend with
the number of men aged over 50 claiming Incapacity
Benefit trebling during the 1980s and early 1990s.
This again highlights the mutually reinforcing
nature of many barriers to economic participation.
Inactive older men are more likely to be unskilled
and disabled. The combination of inactivity and
disability can make it more difficult to access training
programmes thereby leading to further de-skilling.
Any attempt to increase activity rates among
older people, particularly men, will need to be
sensitive to the heterogeneous nature of this
cohort, the mutually reinforcing nature of the
barriers they face and the changing nature of the
labour market opportunities that are available.
Lone parents make up a relatively small proportion of
the total economically inactive population. However,
they are an important target group for policy makers
for two reasons. Firstly, activity rates are relatively
low (58 per cent) and secondly, a high proportion
do state that they want to work (38 per cent). In
fact, one study found that being a lone parent had
the most significant impact on increasing the risk of
non-employment for people in the East of England
and that unlike other factors it had a greater impact
in the East of England than nationally39. Perhaps not
surprisingly, a higher proportion of lone parents tend
to be women and in relatively young age groups (about
75 per cent are aged under 40) compared with other

36 ‘Ethnicity - Part 1: Economic Activity - East of England 2001 Census’, Cambridgeshire County Council (November 2003) .
37 ‘Migrant Worker Availability in the East of England: An economic risk assessment’, IPPR (March 2009).
38 ‘Routes from Inactivity to Sustained Employment’ Step Ahead Research Ltd (March 2004).
39 ‘Disadvantage, and Multiple Disadvantage, in the East of England’, University of Essex, (May 2003).
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inactive groups. They also tend to be relatively low
skilled with almost half being qualified to NQF Level
1 or lower. This is reflected in their usual occupation
with more than one in four working in elementary
occupations and only one in ten working in managerial,
professional or associate professional occupations.
It is the younger lone parents who are most likely
to want to return to work but there is a relatively
high level of interest compared to other inactive
groups for all ages up to 60. However, the barriers
are perhaps more substantial than for some groups.
Jobcentre Plus has found that parents in their 30s
with children aged between ten and 16 are the most
difficult to engage in work or learning as they have
been away from the labour market for longer. This
also affects their confidence. Many are in vulnerable
positions and have suffered a loss of self-esteem
through the breakdown of relationships or a loss of
stability in their lives. However, the most commonly
cited barriers to economic participation are related
to finance and childcare. Many lone parents are
confused about the implications of working, particularly
part-time, on their benefit entitlements. There are
also financial implications of childcare for those
who don’t have access to family who can provide
this support. More though are concerned about
the quality of childcare and are uncomfortable with
leaving their children with people they do not know40.
To date, we have looked at evidence focusing on
economic inactivity and low skills, age, ethnicity,
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disability and lone parent status. Gender is clearly
another important factor though there are many
dimensions to this. There are also smaller groups that
face equally challenging, or perhaps greater, barriers
such as carers, ex-offenders, substance abusers,
homeless people and refugees. These groups need
to be monitored in the aftermath of the recession
to see if they are particularly adversely affected.

Map 4: Index of Multiple Deprivation 2007 – East of
England. Rank of Employment score by Lower Super
Output Area

Map 5: Index of Multiple Deprivation 2007 – East of
England. Rank of Education, Skills and Training score by
Lower Super Output Area

However, as already stated, the key to understanding
employment disadvantage is understanding its
multi-faceted nature and its spatial distribution.
“No group of people should be thought
of as an undifferentiated category, with a
common probability of non employment41.”
The Index of Deprivation captures the spatial impact
of economic disadvantage across the East of England.
Map 4 plots employment deprivation. It illustrates the
particular challenges facing the Fens, Thames Gateway
and parts of the coast alongside the key urban centres.
Map 5 plots education deprivation and highlights
the low level of skills evident within the region. The
educationally ‘deprived’ areas, while following similar
spatial patterns, are significantly larger. It is often
argued that official data under-estimates the true
level of deprivation in rural areas because deprivation
is hidden by low population densities. The extent of
this is debatable. However, even without this caveat
it is clear that parts of rural East of England face
significant challenges in upskilling their labour force.

40 ‘Routes from Inactivity to Sustained Employment’ Step Ahead Research Ltd (March 2004).
41 ‘Multiple Disadvantage in Employment: A Quantitative Analysis’, R. Berthoud (2003).

RESEARCH ISSUES
+

2011 Census will provide a key opportunity to
analyse disadvantaged groups across the region

+

why does the East of England perform poorly
on working age qualification indicators? A more
detailed analysis of qualification attainment
is needed to explain this. A longitudinal study
could focus on young people and qualification
attainment up to, say, 25. A breakdown of
qualification levels by industry and occupation
could highlight structural issues in the economy

+

are there alternatives to qualification
based indicators which could be used to
benchmark skills in the East of England?

+

does current research on skills utilisation and
high performance working practices tell us
anything about skills in the East of England?

+

there is a need to better understand
the multi-faceted nature of economic
disadvantage in the East of England and the
most appropriate policy interventions.
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4: THE TRAINING MARKET
Both employer and individual indicators
suggest that there is less training occurring
in the East of England than elsewhere.
Training levels vary considerably by type
of firm, particularly by size. Almost half of
employers with less than five employees
provide no training for their staff.
The likelihood of individuals participating in
training also varies significantly according to
their characteristics. The under 25s seem to be
particularly disadvantaged in the East of England.
Recent national trends in training activity have
arguably been more beneficial to the social
inclusion agenda than the competitiveness
agenda. A higher proportion of training
is now focused on people with lower skill
levels. However, this has been achieved by a
reduction in training activity among the higher
qualified and most productive workers.
The recession has had damaging consequences
for training levels. It has also fuelled the trend of
employers seeking more bespoke training solutions.

Low levels of public funding in the East of England
for education and training are particularly
significant for post 16 learning, including adult
provision and Higher Education. The East of
England has the lowest proportion of Higher
Education students staying ‘in-region’ to study
and the highest net outflow of students to
other regions.
Like elsewhere in the UK, the majority of
training for the existing workforce is paid for
by employers. Employers are generally happy
with the provision they purchase across all
types of providers. However, they are more
likely to purchase training from, and be most
satisfied with, private training providers.
The shift away from nationally recognised
qualifications in favour of more flexible forms
of learning, combined with many larger
employers making training procurement
decisions on a national scale, pose real
challenges for public training providers
in achieving employer engagement.

TRAINING – POLICY
CONTEXT, TERMINOLOGY
AND DATA LIMITATIONS
The previous sections of this report have illustrated
how a lack of skills can have consequences for both
economic competitiveness and social inclusion. Market
failure from an employer perspective – skills shortages
and gaps – can affect productivity and ultimately
the ability of firms and organisations to compete or
deliver public services. Market failure from an individual
perspective – low levels of skills and economic
participation – can lead to deprivation. Deprivation
tends to be concentrated either spatially or among
certain cohorts of the population. Government
policy uses training to tackle both agendas.
Training takes many forms. For example, it can
be ‘on-the-job’ or ‘off-the-job’. Some training is
accredited and can lead to a formal qualification.
Much training is informal. The term ‘training’ is often
used interchangeably with the term ‘learning’. This
introduces a range of other ways of improving skills
and knowledge such as mentoring, coaching or
knowledge networks. As a result, measuring training
activity can be difficult and analysing the following
survey results must be undertaken in this context.
Regardless of the difficulties in measuring training
activity there is little doubt that there is an increasing
demand for skills. Seven drivers of the future demand
for, and supply of, skills have been identified:
+

+

regulation and multi-level governance
– can have an important influence on skills
supply because it may affect labour supply
through controlling entry to, and exit from,
education and the labour market and can
influence skills demands through setting of
either training, product or service standards
demographic and population change – can
be an important influence in skills needs because
it can affect labour supply through population
change and location of different sources of
labour. Population change in itself can lead to
increases and decreases in consumer demand for
different kinds of goods and services, leading to
expansion and contraction in related job volumes

+

environmental change – may lead to skills needs
as a result of government policy and investment
to tackle climate change through stimulating
the development of a low carbon economy

+

economics and globalisation – economic growth
in developing economies may create pressure on
the UK to move into higher value-added markets,
which may lead to increasing demands for higher
level skills in some jobs, and place demands on
capacity to adapt to the requirements of
emerging overseas markets

+

technological change – may create demands
for skills at higher levels in R&D, and at lower
levels in manufacturing new products, while
there may also be skills needs in supporting
consumers to use new technologies

+

changing values and identities – will include
attitudes to work and may therefore affect
labour supply through influencing choices
about type and conditions of work

+

changing consumer demand – the development
of niche consumer markets, consumer
preferences for tailored goods and services
and rising consumer expectations about
service quality may lead to skills needs within a
variety of segments of the service sector42.

Quantifying the impact of these drivers is impossible.
There are many interdependencies between them which
may reinforce or mitigate their cumulative impact.
However, the overriding implication is that the demand
for skills will increase. The demand for skills will increase
because of the forecast occupational change towards
higher skilled jobs. However, this analysis emphasises
that skill levels will also increase within many job roles.
“In understanding needs and demand, whether
at sectoral level or occupational level, existing
labour market analysis often concentrates on
attempting to forecast volumes of skills needed,
rather than generating insight into such issues43.”
Skills have been identified as one of the key drivers
of productivity. However, it is not just the level of skills
that is important but the way they are used. There has
been an increasing focus within research literature
on ‘high performance working’ (HPW) practices

42 ‘Skills for Jobs: Today and Tomorrow – The National Strategic Skills Audit for England 2010 – Volume 2: The Evidence report’, UKCES (2010).
43 ‘Fresh thinking for learning and skills’, Centre for Innovation in Learning, Learning and Skills Network (2010).
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“a general approach to managing organisations
that aims to stimulate more effective
employee involvement and commitment to
achieve high levels of performance44.”
This can embrace a range of activities such as human
resource management, work organisation, leadership
and organisational development. Training can be seen
as one part of this broader approach. However, it is
difficult to be precise about the optimal combination of
activities which will improve performance. Activities, and
combinations of activities, need to be context specific
and shaped to suit each individual organisation. Further
work is underway to develop better measures of HPW
activity and effectiveness. However, for the time being,
training activity indicators remain a key measure of
the extent to which the East of England is upskilling its
labour force notwithstanding the caveats outlined.

TRAINING ACTIVITY IN THE
EAST OF ENGLAND
Although far from conclusive, the available
evidence suggests that training activity in the
East of England tends to be lower than elsewhere
in the UK. Surveys of individuals and employers
consistently and repeatedly show training levels
below, albeit marginally, England or UK levels.
The proportion of working age people who participated
in work related training in the last four weeks (11.6
per cent) was lower than the UK average (12.9
per cent)45. In fact, the East of England had fewer
people participating than every region/devolved
nation except for Northern Ireland (7.3 per cent).
The proportion of employers in the East of England
(66 per cent) providing training for their workforce in
the last 12 months is the joint second lowest in England
alongside London and slightly ahead of the West
Midlands (65 per cent)46. East of England employers
provided training for 55 per cent of their collective
workforce, again, the second lowest in England, this
time after the West Midlands (53 per cent). Although
low compared to other regions, this still means that
about 1.3 million employees in the East of England
participated in training activity in the last 12 months.

Figure 4.1: Participation by people of working age in job-related training in the last four weeks
UKUK

East East

Low levels of training activity appear to be linked
to a low commitment to training in the East of
England. The proportions of employers with a
training plan (41 per cent) or training budget (35
per cent) – like so many other training related
indicators – are amongst the lowest in the country.

Training activity is also related to size of employer.
Almost half (47 per cent) of employers with less
than five employees in the East of England provide
no training for their staff. One in five (21 per cent)
of employers with five to 24 employees provide no
training. In contrast, very few firms with 25+ employees
provide no training. Smaller firms are also much more
likely to rely exclusively on on-the-job training. This is
likely to be delivered in-house, be non-accredited
and of short duration.

The likelihood of individuals participating in training
is clearly linked to a number of socio-economic
criteria. These relationships hold true at both the
UK and East of England level. Employees are the
most likely to receive training. The self-employed
are the least likely to receive training – even less
than the unemployed and economically inactive.

Figure 4.2: Training provided by East of England employers by size of employer
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44 ‘High Performance Working: A Synthesis of Key Literature’, UKCES (August 2009).
45 Labour Force Survey Q2 – taken from ‘Education and Training Statistics for the UK: 2009’, DSCF (November 2009).
46 ‘National Employer Skills Survey for England: 2009’, UKCES (March 2010).

Among the employees group there are even greater
differences. Women are more likely to receive training
than men. Younger people are also more likely to
receive training with significant break points at about
25 and 50 years of age. The difference between the
UK and the East of England is most marked within the
under 25 cohort where people in the East of England
are significantly less likely to undertake training.

100 to 199

200 to 499

Note: 500+ employees category excluded due to small sample size

The difference in likelihood to undertake training is
perhaps most marked in terms of existing qualification
levels. Almost one in five people in the East of England
with a Degree (18.2 per cent) or other Higher Education
qualification (18.7 per cent) have undertaken
training in the last four weeks. This compares with
just 2.7 per cent of people with no qualification.
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These differences in likelihood to receive training
by qualification level are reflected in occupational
trends. Occupations with the highest levels of workers
qualified to Higher Education level – professionals
and associate professionals – have the highest
proportions of employees receiving training. Nationally,
personal services employees are also relatively likely
to have received training, presumably due to the high
levels of direct contact with customers. However, this
trend is much less apparent in the East of England.

Training levels also vary by sector. Public services staff
are the most likely to have received training followed
by the energy and water industries, business and other
services. Employees in the East of England are less
likely to have received training across most sectors.
Energy and water is the notable exception to this rule.

TRAINING AND THE RECESSION
There is no doubt that the recession has had damaging
consequences for training activity. Whilst the majority
of employers report that the recession has made no
difference to their training and development activity,
there are more who have cutback than expanded their
activities. The cutbacks can be seen both in terms of

Figure 4.4: The impact of recession on training and development activity in the East of England

Figure 4.3: Participation by people of working age in job-related training in the last four weeks
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These trends have been supported by a review of
Sector Skills Councils47. This found that employers
are managing down their training budgets by
focusing on very specific business needs:
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Initiatives such as the Qualifications and Credit
Framework, which aim to provide more flexibility in
training provision, are likely to become increasingly
important as employers respond to tightening budgets
by demanding more tailored and bespoke training
solutions. The influence of Sector Skills Council
and other sector skills bodies will increase as only
vocational qualifications recommended for approval by
them will be eligible for public funding.
The review also found that many employers have
reduced their number of apprentices. This will
clearly impact on the employment prospects
of young people who are already suffering
disproportionately from the weak labour market.

47 ‘The impact of the economic downturn on business and skills in England’, Alliance of Sector Skills Council (May 2009).
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Recent reductions in training activity can in fact
be seen as part of a longer term decline.
“Across the workforce as a whole, average levels of
job-related training have declined through much of
the 2000s and have now returned to 1993 levels48.”
Furthermore, this study argues that whilst there
has been a narrowing of the gap in training activity
between highly and lowly qualified people, this has been
achieved by a process of levelling down rather than
levelling up.

PUBLICLY FUNDED
TRAINING PROVISION IN
THE EAST OF ENGLAND

education in the East of England is the joint second
lowest in the UK, alongside the South East and
marginally ahead of the South West49. In 2008/09 the
region scored 88 against a UK index of 100. In terms of
post secondary education the region fares even worse,
scoring 74 against a UK index of 100. This was by far the
lowest score with the next most disadvantaged regions
– South East and South West – both scoring 83.

Figure 4.6: Profile of learning commissioned by the Learning and Skills Council in the East of England
Measure
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An analysis of Learning and Skills Council expenditure
reveals that the East of England fares relatively
poorly across most programmes. However, it fares
particularly poorly on post 19 and adult programmes.
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Figure 4.5: Post 16 public skills expenditure in the East of England
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48 ‘Adult Training, Skills Updating and Recession in the UK: The Implications for Competitiveness and Social Inclusion’,

LLAKES Research Paper 10, Mason, G. and Bishop, K. (2010).
49 ‘Analysis of Skills Outcomes in the East of England’, East of England Strategic Authority Leaders (January 2010).

Learners with learning difficulties and/ or disabilities (LLDD) – young people & adults
Total number of LLDD learners supported

40,000

52,300

53,800

Source: ‘Learning and Skills Council East of England Regional Commissioning Plan 2008/09’, LSC (January 2008)

The ‘Learning and Skills Council East of England
Regional Commissioning Plan 2008/09’ provides
an indication of the scale of provision funded by the
LSC. In 2006/07 the LSC funded 381,850 learners.

about publicly funded provision need to take this
into account. Most employers are happy with the
training they purchase and it is the role of publicly
funded provision to address areas of market failure.

Much of the provision is supporting full-time
students – in school sixth forms, Sixth Form Colleges
or Further Education. Therefore, it can be deduced
that LSC funded provision only covers a minority
of the estimated 1.3 million employees receiving
training each year. Employers purchase much of their
training from private providers and any decisions

In fact the number of adults benefiting from LSC
funded provision fell in recent years reflecting a shift
in funding priorities towards courses that lead to a
recognised qualification. Falls in adult learners have
been offset by an increase in 16-18 year old learners.
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Higher Education capacity has increased in the region
in recent years. In proportional terms the strongest
increases have been in postgraduates and part-time
undergraduates. However, student numbers remain
well below other regions. In 2005 there were 19,900
Higher Education students accepted by East of
England universities and colleges – an increase of 12.1
per cent since 200151. However, this level was the joint
lowest alongside the North East. Only 19 per cent of
young students from the East of England remained
‘in-region’ to study. Again this was the lowest rate in
England with even the second lowest – South West –
achieving over 30 per cent. This correlates with the
high net outflow of students from the East of England.
There are over 10,000 more students leaving the
East of England than entering the region to study.
Alongside London (net outflow of less than 5,000)
it is the only region to experience a net outflow52.
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There is a need to develop a more detailed
understanding of publicly funded post-16 training
provision in the East of England, and how this
relates to the changing requirements of the
regional economy and evidence of market failure in
the training market. This is beyond the scope of this
report. As an interim measure this report highlights
key findings from previous analyses with a health
warning that some of the data needs updating.

BARRIERS TO TRAINING
Employers who don’t use Further Education colleges
tend to cite concerns over the appropriateness or
quality of provision. The extent to which these views
are based on out of date experiences is debatable.
However, the message is clear – colleges need to
work hard to persuade employers that they can meet
their needs. More generally, employers cite relatively
few barriers to training. The majority of those who
do not provide training simply feel that they have no
need for it (66 per cent – workforce fully proficient;
learning on the job; very small organisation) with a
further nine per cent stating ‘no particular reason’.
Expense (nine per cent), time issues (seven per cent)
and training supply issues (five per cent) seem to only
concern a small minority. Perhaps of more interest are
the 13 per cent who cite ‘other issues’. These include
a lack of awareness of what is available and a lack of
control over decision making as training is arranged by
head office. Given that ‘other issues’ are much more
likely to be raised by larger employers – 31 per cent
of non training employers with 100+ employees – it
seems likely that lack of control over decision making
is an important factor. This has serious implications for
local Higher Education and Further Education colleges
as it suggests that a substantial part of the training
market may operate on a national level, making
local employer engagement even more difficult.

Figure 4.7: Satisfaction levels with training providers
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The East of England also suffers from low levels of
Higher Education funding. The East of England’s
share of the Higher Education Funding Council for
England’s (HEFCE) Higher Education teaching and
research budget was the lowest per head of population
and per person without a NVQ Level 4 equivalent
qualification of all English regions in 2008/0950.
HEFCE uses formulae to allocate funding across
Higher Education Institutes and the East of England’s
low share is undoubtedly, in part, a reflection of the
low level of Higher Education places in the region.

Satisfaction levels with training provision are
generally high, although a little lower in the East of
England than nationally, across all types of provider.
However, more than eight out of ten employers are
‘very satisfied’ or ‘quite satisfied’ with all types of
training providers in the East of England. Within both
the East of England and England there is a clear
hierarchy with employers ranking ‘other external’
providers most highly followed by universities
and, lastly, the Further Education colleges.
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Public services are facing up to the challenge of ‘doing
more with less’ across all areas of delivery. This is no
less an issue in the field of economic development
and skills. Employers are tightening training budgets
and demanding increasingly customised services.
And public finances are likely to be constrained at a
time when programmes to develop the skills needed
for economic recovery are having to compete
for resources with other priorities such as:
+

tackling long-term unemployment

+

ensuring the recently unemployed don’t become further detached from the labour market

+

RESEARCH ISSUES
+

why is training activity in the East of
England lower than elsewhere in the UK? Are
employers compensating by using other
measures to address skills utilisation?

+

what does training provision in the East of
England look like in terms of scale, geography,
subjects, providers, beneficiaries etc?
–
–

helping young people to enter the
labour market for the first time54.

A better understanding of the training market,
including new market opportunities and evidence
of market failure, will be a prerequisite for
making substantial progress across both the
competitiveness and social inclusion agendas.

–

how does provision relate to existing skill gaps 		
and forecast employment growth?
are there any spatial trends in the quality and 		
quantity of provision?
is additional training provision needed to 		
support new and emerging sectors?

+

can we identify training provider good
practice in addressing employer needs?

+

what lessons can be learnt from recent training
programmes delivered in the region?

50 ‘Barnett Formula and the East of England’, EEDA (2010).
51 ‘Higher Education in the East of England’, EESCP (February 2007).
52 A more up to date profile of Higher Education students will be available when HEFCE publish their updated regional profiles.
53 At the time of drafting this report a ‘Review of East of England ESF and mainstream worklessness funding’ was about to be published. Whilst a draft report

was available the findings have not been discussed here as some of the data may change before final publication. The report will, however, provide some
important insights into training and other support for those not in employment.
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54 ‘Employment recovery – Local solutions for a national challenge’, SQW Consulting (October 2009).
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