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Foreword

The UK Commission for Employment and Skills aims to raise UK prosperity and opportunity
by improving employment and skills levels across the UK, benefitting individuals, employers,
government and society. The UK Commission provides independent advice to the highest
levels of the UK Government and Devolved Administrations on how improved employment and
skills systems, participation and attainment can help the UK become a world class leader in
productivity, in employment and in having a fair and inclusive society.

Research and policy analysis plays a fundamental role in the work of the UK Commission and

is central to its advisory function. In fulfilling this role, the Research and Policy Directorate of the
UK Commission is charged with delivering a number of the core activities of the UK Commission
and has a crucial role to play in:

+ Assessing progress towards making the UK a world-class leader in employment and skills
by 2020

+ Advising Ministers on the strategies and policies needed to increase employment, skills and
productivity

+  Examining how employment and skills services can be improved to increase employment
retention and progression, skills and productivities

+  Promoting employer investment in people and the better use of skills.

We produce research of the highest quality to provide an authoritative evidence base; we
review best practice and offer policy innovations to the system; we undertake international
benchmarking and analysis and we draw on panels of experts, in the UK and internationally,
to inform our analysis.

Sharing the findings of our research and policy analysis and engaging with our audience is
very important to the UK Commission. Our Evidence Reports are our chief means of reporting
our detailed analytical work. Our other products include summaries of these reports; Briefing
Papers; Thinkpieces and seminars. All our outputs are accessible in the Research and Policy
pages at http://www.ukces.org.uk/our-work/research-and-policy.
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This Evidence report follows the National Employer Skills Survey for England 2009: Key
findings report which was published in March 2010. It presents a fuller picture of the results from
the National Employer Skills Survey for England 2009 (NESS09), covering (i) the incidence,
extent and nature of skills problems facing employers, in terms of skill-shortage vacancies,
skills gaps and the likelihood that employees will need upskilling, (ii) employer training activity
and training spend and (iii) employers’ product market strategies. The context of recession, in
which the fieldwork for this project was carried out, is reflected in analysis of questions asking
employers how they were impacted by the economic downturn. This report includes a large
variety of findings analysed by the key cross-breaks of size of organisation; sector, defined by
both Standard Industrial Classification and Sector Skills Council footprint; and English region,
as well as drawing out the cross-cutting themes that run through the extensive analysis covered
in the report.

We hope you find this report useful and informative. It is an important component of the
evidence we need to inform our on-going policy advice to achieve a more prosperous and
inclusive society.

PROFESSOR MIKE CAMPBELL
DIRECTOR OF RESEARCH AND POLICY

LESLEY GILES
DEPUTY DIRECTOR OF RESEARCH AND POLICY
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Glossary

Hard-to-fill vacancies Those vacancies classified by respondents as hard-to-fill.
(HtFVs)

Skill-shortage vacancies A subset of hard-to-fill vacancies where the reason given for
(SSVs) the difficulty filling the position is a low number of applicants

with the required skills, work experience or qualifications.

Skills gaps These exist when the employer indicates that staff at the
establishment are not fully proficient at their jobs. NESS
records only whether staff are fully proficient or not.

Upskilling An employer is described as having upskilling needs where
they say that any of their staff need to acquire new skills or
knowledge over the next 12 months, for example to keep
up-to-date with legislative requirements or as a result of the
development of new products/services.

Off-the-job training Training away from the individual’s immediate work position,
whether on the establishment’s premises or elsewhere.

On-the-job training Informal training and development activities that would be
recognised as training by staff, but not the sort of learning
by experience which could take place all the time.

SIC/SSC Sector Please refer to Annex A for full details.

Employer-based measures These are survey results which are based on the proportion
of employers responding in a particular way (e.g. the
proportion of employers providing training for their staff).

Employment-based measures These are survey results which are based on the number of
staff (e.g. the proportion of staff for whom training has been
provided).

Weighting Weighting ensures that the survey results are representative
of the entire population of employers. Weighting of this
survey involved grossing-up the survey results to population
estimates. Different weights are applied for employer and
employment measures.

Unweighted base This refers to the number of respondents on which a survey
result is based.
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Executive Summary

The aim of the National Employer Skills Survey (NESS) is to provide the UK Commission

for Employment and Skills (UKCES) and partners with robust and reliable information from
employers in England on skills deficiencies and workforce development to serve as a common
basis to develop policy and assess the impact of skills initiatives. NESS09 incorporates
responses from just over 79,000 employers.

From education to employment

Reflecting the fact that the country was in recession at the time of the 2009 fieldwork, the
proportion of employers recruiting staff aged 16 to 24 over the previous 12 months was lower in
2009 (23 per cent) than when the previous NESS survey was conducted in 2007 (26 per cent).

The perceived readiness for work of those recruited directly from education, whether 16-year-
old school leavers, 17- or 18-year-old school or college leavers, or those from higher education
aged 24 or under, has remained relatively unchanged. Two-thirds of employers (66 per cent)
that had recruited a young person who had completed only compulsory education found them to
be well or very well prepared for work, as did almost three-quarters (74 per cent) of employers
that had recruited 17- or 18-year-old college or school leavers, and 85 per cent of employers
that had recruited HE leavers into their first job. That is to say, the longer people stay on in
education, the more work ready they are perceived to be.

Recruitment problems

The proportions of employers reporting vacancies (12 per cent), hard-to-fill vacancies (three per
cent) and skill-shortage vacancies (three per cent) have all fallen in 2009 compared to the levels
found in previous NESS studies from 2003 to 2007.

The number of skill-shortage vacancies is far lower than found for previous NESS surveys: the
number reported for NESS09 (approximately 63,000, equivalent to three per thousand workers)
is just under half the number reported for NESS07.

This lower number of skill-shortage vacancies in 2009 reflects both reduced recruitment
activity but also the fact that the proportion of vacancies where skill shortages are making them
hard-to-fill is at its lowest level (16 per cent) since the NESS series began in 2003. Not only
are employers less likely to be recruiting, but they are having fewer problems caused by skill
shortages in filling these vacancies.
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Skills gaps

The proportion of employers with any staff at their establishment not fully proficient at their
jobs (i.e. experiencing skills gaps) fell in the period 2003 to 2007 (from 22 per cent to 15 per
cent) but has risen for the first time in the series, to 19 per cent in 2009. The proportion of the
workforce lacking full proficiency has remained relatively consistent (seven per cent in 2009,
close to the six per cent reported in both 2005 and 2007).

Skills gaps are more common in ‘lower level’ occupations both in absolute terms and in terms
of the proportion of those occupations lacking proficiency — nine per cent of elementary staff
and 10 per cent of sales and customer service staff are described by their employers as lacking
proficiency. By contrast, just six per cent of managers and professionals have skills gaps.

Training and workforce development

As in 2007, just over two-thirds of employers (68 per cent) had provided any training or
development in the previous 12 months. The pattern of training practice is changing, however,
with fewer employers delivering all of their training on-the-job and more combining on-the-job
with off-the-job training: the proportion delivering only on-the-job training has fallen from 21 per
cent in 2007 to 17 per cent in 2009, while the proportion of employers delivering both off- and
on-the-job training has increased from 33 per cent in 2005 and 2007 to 38 per cent in 2009.

There has also been a decrease in the number and proportion of staff receiving training, from
14.0 million workers (63 per cent of the workforce) in 2007 to 12.8 million workers (56 per cent
of the workforce) in 2009, and a slight decrease in the number of days of training provided per
head of the workforce.

Total employer expenditure on training is estimated to have been £39.2bn over the course of the
12 months prior to NESS09, an increase of just over £500m or 1.3 per cent since 2007. After
inflation, this is equivalent to a decrease in real terms of five per cent. The labour costs of those
receiving, delivering and managing training form the bulk of this employer training expenditure.

Although fewer staff are receiving training than in 2007, more is being spent on each person
trained. The average annual investment in training per trainee is £3,050, a three per cent
increase in real terms on the 2007 figure of £2,775.

Size and sector are key determinants of training activity. Larger establishments and those in
sectors dominated by public sector services or finance report higher levels of training activity.
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Government training initiatives

Awareness of Government-funded Apprenticeships was high (91 per cent of establishments
had heard of them), although awareness of the different categories of Apprenticeship
(Advanced, Higher and adult) was much lower, with Higher Apprenticeships the least well
recognised (16 per cent). Overall, eight per cent of employers offer Apprenticeships, though
only four per cent actually had any staff currently undertaking an Apprenticeship at the time
of the survey.

Around three in five employers (61 per cent) were aware of Train to Gain, a large increase from
the 2007 figure of 28 per cent. One in nine (11 per cent) reported having been actively involved
with Train to Gain, for example through dealings with a Skills Broker (up from four per cent in
2007).

In comparison, awareness of the Skills Pledge (27 per cent) and National Skills Academies
(36 per cent) was considerably lower. Similarly, involvement with these Government initiatives
was also lower than with Train to Gain, with just four per cent of employers having made the
Skills Pledge and two per cent having engaged with a National Skills Academy.
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1 Introduction

Background

The National Employer Skills Survey 2009 (NESS09) provides data trends on skills issues.

It incorporates responses from 79,152 employers and thus represents by far the largest and
most comprehensive source of information on current skills issues affecting employers in
England. Its importance to policy-makers charged with raising the country’s skill levels lies not
just with its scale, but also in that:

« ltis a key source of labour market information on skill-shortage vacancies, skills gaps and
workforce development activity, and is a crucial part of the evidence to inform
skills policy.

« The partnership approach developed by the UK Commission for Employment and Skills,
LSC, the Alliance of Sector Skills Councils and BIS allows the key agencies involved in skills
policy to develop a shared understanding of skill deficiencies and workforce development
issues through the use of one survey with widely accepted terminology and definitions.

This study complements previous waves of the survey undertaken in 2003 (NESS03), 2004
(NESS04), 2005 (NESS05) and 2007 (NESS07) by the Learning and Skills Council which
explored skills shortages and workforce development activity among employers across
England. These built upon previous series of employer surveys designed to assess and monitor
skills issues which included the Employers Skill Survey (ESS) commissioned by the DfES in
1999, 2001 and 2002.

1.1 Aims and objectives

The aim of NESS is to provide the UK Commission for Employment and Skills, Skills Funding
Agency, BIS, the Alliance of Sector Skills Councils and their partners with robust and reliable
information from employers in England on skills deficiencies and workforce development to
serve as a common basis to develop policy and assess the impact of skills initiatives.
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Against this aim, NESS09 has been designed specifically to provide robust measures, by sector
and geography, of:

+ the recruitment and quality of young people taken on straight from education (school, college
or higher education).

+ how many employers have difficulty finding suitably skilled recruits to fill vacant positions;
how many vacancies remain unfilled because of skill shortages among applicants in each
of the major occupational categories; and which skills are in short supply.

+ how many employers face skills deficiencies among their workforce; how many (and which)
employees are affected; and the nature of the skills challenges they face.

+ whether employers expect any of their employees to need to acquire new skills or knowledge
(‘upskill’) over the next 12 months and the specific skills that particular occupations need
improving or updating.

- the extent to which employers develop the skills and assess the skills needs of their
workforce; and the extent to which such activities are a feature of wider strategic planning.

+ employer use of (and satisfaction with) FE colleges, Higher Education Institutions and other
providers of training and workforce development.

« employer expenditure on training and development (these data are gained through a follow-
up survey with a subset of employers who participated in the initial NESS interview).

+ employer awareness, current and future usage of and attitudes towards Government training
initiatives, specifically Apprenticeships, Train to Gain, National Skills Academies and the
Skills Pledge.
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1.2 The scope of the survey

The survey was designed to incorporate employers across all sectors of business activity in
England. ‘Employers’ were defined as establishments (individual sites) rather than enterprises.
Some enterprises may therefore be represented in the survey by more than one of their sites.
The sample for the survey was drawn from Experian’s National Business Database.

All establishments with at least two people working in them were within the scope of the sample,
but single-person establishments were excluded.

Data measuring this population was established through the Office of National Statistics (ONS),
based on the Inter-departmental Business Register (IDBR) counts for March 2009. These
indicated a total population of 1.49 million employers, with 22.98 million people working within
them.

1.3 Key methodological details

The sample design was created using a three-dimensional grid defined by SSC sector of
business activity and size of establishment within region, with a non-interlocking LEA grid
running in parallel. A target number of interviews were distributed between regions in proportion
to the number of establishments within each region. Within each region, the allocated target
number of interviews was divided between sectors as defined by the SSC footprints (described
in more detail in Annex C), half in proportion to the number of establishments within each sector,
and half evenly across each sector. Then the targets within each sector were distributed across
six size bands in proportion to the number of people working in establishments of that size
within that sector.

The population targets set, as described above, were subject to a final check against the
available Experian sample. Where the initial target number of interviews exceeded the available
sample, the target was adjusted down accordingly.

The overall response rate achieved from the sample was 41 per cent, slightly lower than for
NESS05 and NESS03 (43 per cent and 42 per cent respectively) though an improvement on
NESSO07 (35 per cent). For each of these surveys, the sample size was between 72,000 and
79,000 interviews.
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1.4 Survey fieldwork

For the main NESS fieldwork, 79,152 interviews were conducted. Interviews were undertaken
using computer-aided telephone interviewing (CATI) technology.

Interviews were sought with the most senior person at the site with responsibility for human
resource and personnel issues.

Fieldwork took place between March and July 2009. The survey questionnaire is included as
Annex A of this report.

In addition to the main NESS09 survey a separate follow-up survey was conducted with
employers who indicated during the main interview that they provided training to their staff.
The purpose of this research was to estimate the cost to employers of providing training.

Atotal of 7,317 employers provided data for the Cost of Training survey, with the sample selected
such that it was representative of the profile of employers providing training by establishment size,
region, SSC sector and the type of training provided (off-the-job only, on-the-job only, or both).
The main NESS09 survey data was used to derive these population profiles.

Those agreeing to take part were sent a datasheet to complete, detailing their training activity
and costs. A copy of the datasheet questionnaire is included in Annex B. This information was
then collected by IFF Research using CATI technology between April and July 2009.

1.5 Structure of the report

The remainder of this report is in seven chapters:

+  Chapter 2: Employer Population and Business Context

» Chapter 3: From Education to Employment

« Chapter 4: Recruitment Problems

»  Chapter 5: Skills Gaps
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»  Chapter 6: Upskilling

« Chapter 7: Training and Workforce Development

+ Chapter 8: Government Training Initiatives

« Chapter 9: Drawing out cross-cutting themes

» Annex: Technical and methodological information

Chapter 2 contextualises the survey findings by examining the characteristics of employers
that NESS09 covers in terms of size and product market strategy at the national, regional and
sectoral levels. This section also sets the scene by establishing the recessionary backdrop
against which NESS09 data was collected.

Chapter 3 investigates the extent to which employers have recruited young people straight from
education over the past 12 months, and explores employers’ perceptions of the work-readiness
of these recruits and which skills, if any, they were found to be lacking.

Chapter 4 explores the scale and nature of recruitment problems facing employers, and looks at
the causes of recruitment difficulties, with particular focus on the incidence, number, distribution
and density of vacancies caused at least in part by a lack of skills, experience or qualifications
among those applying (skill-shortage vacancies (SSVs)). This analysis looks at skill-shortage
vacancies overall, and their distribution by occupation as well as by size of establishment,
sector and region of employer. It also examines the impact of hard-to-fill vacancies (HtFVs)

and how these employers experiencing recruitment difficulties have tried to overcome them.

Chapter 5 examines the incidence of skills gaps within the workforce, both in terms of the
frequency with which employers have staff that are not fully proficient at their job, and the
proportion of staff described as lacking proficiency. The incidence and density of skills gaps
are analysed overall and by occupation and other demographic variables. This chapter
also explores employer perceptions of the main causes of skills gaps and the skills that are
described as lacking among the workforce in England.
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Chapter 6 explores whether employers expect any of their employees will need to acquire
new skills or knowledge (‘upskill’) over the next 12 months, and if so why, the occupational
groups that will be most affected by the need for upskilling, and the specific skills that these
occupational groups will need to improve or update.

Chapter 7 turns to training and development, and explores the extent, nature and volume of
training and workforce development activity, including: the proportion of establishments that
provide on- and off-the-job training; the number and occupation of staff for whom on- or off-
the-job training has been provided; the amount of training provided in terms of training days;
the subject areas in which training has been provided; and the extent of engagement and
satisfaction with FE colleges, Higher Education Institutions and other training providers. The
section also explores the extent to which employers plan and budget for training, and examines
the factors that influence training activity. The reasons employers give for not providing training
are also discussed. This chapter also examines employer expenditure on training, breaking
down the various costs that employers face in providing or arranging training, including indirect
costs (e.g. trainee and trainer labour costs) as well as direct costs (e.g. fees to external
providers and the costs of in-house training facilities).

Chapter 8 looks at awareness of and engagement with government training initiatives,
specifically Apprenticeships, Train to Gain, the Skills Pledge, and National Skills Academies.

Chapter 9 discusses cross-cutting themes which run through a number of the research topics,
to emphasise their collective importance.

Through each of these sections, the focus is first on the 2009 picture nationally and how this
compares with any trend data that exist, going back to the first NESS in 2003. The reporting
then describes differences and trends against key variables, in particular size of establishment,
region, sector, product market strategy and occupation. Statistical reliability for analysis is
presented in Annex E.

Significance testing has been undertaken on changes in the headline findings from 2007 to
2009. Where it is indicated that there is a significant difference in 2009 from 2007 figures, the
data has been tested at the 95 per cent confidence level.
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At various places in the report, we use occupational-level data. The occupational structure for
each establishment is described as part of the survey process, and it is not a demographic
variable in the same sense as region, size or sector.

There is no population data available for occupational employment that lends itself to structuring
or weighting an employer survey such as NESS. While the Labour Force Survey (LFS) may be
considered the principal source for ascertaining the occupational profile of the workforce, LFS
data comes from information supplied directly by individuals about their jobs. This could not

be expected to match the occupational profile derived through an employer survey for several
reasons:

» For reasons of simplicity within the questionnaire, rather than recording the occupations
employed verbatim, respondents to NESS are asked to classify their workforce into nine
(one-digit) Standard Occupational Classification (SOC) categories. Any system requiring
respondents to make such classifications will yield differences compared with one in which
this classification is carried out post-interview, based on verbatim information on job role.

+ LFS data covers the entire workforce including temporary workers and the self-employed,
whilst NESS deals only with establishments with at least two staff.

+ In larger establishments, the NESS survey respondent is unlikely to know the exact detail
of all jobs within that site.

10
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2 The Employer Population and Response to the
Recession

NESS is designed to measure and report on the training practices and skills deficiencies
of establishments in England in which at least two people are employed. This population
comprises approximately 1.49 million establishments, with 22.98 million people working
within them".

Beyond reporting at overall national level, this report explores how experiences differ among
and between different groups of employers. To give some context to this analysis, this
chapter describes the population of establishments in terms of their size, sector, and regional
distribution, and in terms of the product market strategies that they adopt.

The chapter also explores the extent to which the employer population has changed since the
last NESS study in 2007. This analysis is particularly important for the 2009 survey since it is the
first in the series to be conducted during a recession. It also more directly explores employers’
views and experiences of the impact of the downturn.

2.1 Size

The employer landscape is dominated by small establishments. Over half of establishments
(53 per cent) are very small, with two to four people on the payroll including any working
proprietors. A further 37 per cent have between five and 24 staff, meaning that nine in ten
establishments (89 per cent) employ fewer than 25 people. This is shown in Figure 2.1.

Figure 2.1 also shows the distribution of employment by establishment size. Although nine in
ten establishments have fewer than 25 staff, only a third (32 per cent) of the workforce works for
these smaller establishments. By contrast, although only two per cent of establishments employ
100 or more staff, these workplaces employ more than two-fifths of the workforce.

' Population figures are derived from the Inter-Departmental Business Register (IDBR) for March 2009.

11
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Figure 2.1: Distribution of establishment size and employment
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It is important to note that the IDBR population figures which underpin the survey date from
March 2009 and therefore do not show the impact of the continuing economic downturn and job
layoffs since that date. At that stage official figures were not suggesting any change in the size
distribution of the employer base.

2.2 Sector

There are many different ways of understanding and describing the range of activities in which
employers engage. In this report, business sector is principally described in two ways: by
classification into 14 SIC sectors (these are listed in the Annex in Table C.1) and on the basis
of Sector Skills Councils (SSCs — these are listed in the Annex in Table C.2)2.

2 The 2003 version of SIC codes are used, rather than the more recently introduced 2007 version of the typology.

12
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Standard Industrial Classification codes are a means of describing the type of industry an
employer operates in. The typology works through five levels, from relatively broad 2-digit SIC
codes, such as 65 representing Financial Intermediation activities, to extremely specific five-
digit SIC codes, such as 65.23/5 representing establishments whose activities focus specifically
on venture and development capital. NESS09 sampled establishments at the four digit level

of detail but — to marry the opposing demands of statistical rigour on the one hand, and detail
of the analysis on the other — the broader two-digit SIC ranges are used for the purposes of
analysis in this report.

Table 2.1 details the broad SIC groupings that have been used and shows the percentage share
of establishments and employment that each SIC group accounts for. The SIC sector groups are
very uneven in size, with particularly large volumes of establishments in the Business Services
and in the Retail & Wholesale sectors (24 per cent and 22 per cent respectively) although both
of these sectors clearly tend towards smaller establishments as they account for a considerably
lower share of all employment (19 per cent and 17 per cent respectively).

Hotels & Catering (a sector which accounts for nine per cent of all establishments),
Manufacturing (seven per cent), Other Services (eight per cent) and Health & Social

Work (seven per cent) are all medium-sized SIC sectors in terms of their employer base.
Manufacturing and Health & Social Work have larger than average sizes of establishments,
whereas the others tend to small establishments.

The other SIC sectors are all relatively small in establishment terms, although the Education
sector has a lot of large establishments and overall accounts for nine per cent of employment.
Mining & Quarrying and Electricity, Gas & Water are very small sectors and little rigorous
analysis can be derived from them.

13
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Table 2.1: Employers and employment by sector

2009
Share of Share of
establishments employment

% %
Overall 100 100
Agriculture 5 1
Mining & Quarrying * *
Manufacturing 7 10
Electricity, Gas & Water * *
Construction 9 5
Retail & Wholesale 22 17
Hotels & Catering 6
Transport, Storage & Communications 6
Financial Intermediation 4
Business Services 24 19
Public Administration & Defence 1 5
Education 3 9
Health & Social Work 7 12
Other Services 8 5

Source: IDBR March 2009.

Base: First column all employers, second column, all employment.
Note: “*” indicates figures below 0.5% but greater than zero.

14
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Sector Skills Councils are responsible for increasing the skills of the workforce and boosting
productivity in their industries. At the time of the survey, there were 25 Sector Skills Councils
in the UK, which cover 82 per cent of establishments and a similar share (81 per cent) of
employment. (Data on the remaining industries — which span “pockets” of the entire SIC
spectrum — is tabulated under a category of ‘non-SSC employers’.) Details of the industries
each SSC covers are presented in Appendix C along with how each SSC is defined in terms
of the footprint of SIC codes it covers.

Table 2.2 provides a breakdown of establishments according to SSC. Skillsmart Retail (retail
industry) is the SSC covering the largest population, with 12 per cent of establishments and
10 per cent of employment, followed by People 1st (hospitality, leisure, travel and tourism;
10 per cent and seven per cent respectively) and ConstructionSkills (nine per cent and

five per cent).

Where a sector accounts for a greater percentage of establishments than it does employees,
this indicates that this sector tends towards smaller average establishment size. This is the case
for Lantra (environment and land-based industries), ConstructionSkills (construction), People 1st
(hospitality, leisure, travel and tourism) and Asset Skills (property and facilities management).

In contrast other sectors account for more employees than they do establishments, indicating

a tendency towards larger establishments. This is the case for employers covered by Skills

for Health (healthcare), Lifelong Learning UK (16+ education and skills), Government Skills
(central government), Financial Services and SEMTA (science, engineering and manufacturing
technologies) SSCs.

There have been few changes in the distribution of employers and employment by SSC
between 2007 and 2009. A greater proportion of establishments have come under the remit
of an SSC, from 75 per cent in 2007 to 82 per cent in 2009 as a result of an expansion of the
range of SIC codes that some SSCs cover. The Skills for Logistics SSC sector has expanded
the most, rising from two per cent of establishments and three per cent of employment in
2007 to seven per cent of each in 2009. No other SSC has seen movement of more than
one percentage point in their share of either employers or employment.

15
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Table 2.2: Employers and employment by sector skills council

2009
Share of Share of
establishments employment

% %
Overall 100 100
Lantra (land-based) 6 2
Cogent (chemicals/nuclear/oil/gas) 1 1
Proskills (extractives/building products) 2 2
Improve (food/drink) 1 1
Skillfast-UK (clothing/textile) 1 1
SEMTA (science/engineering) 3 5
Energy and Ultility Skills (electricity/gas/waste * 1
management)
ConstructionSkills (built environment) 5
SummitSkills (building services engineering) 2 1
IMI (retail motor industry) 3 2
Skillsmart Retail (retail) 12 10
People 1st (hospitality) 10 7
GoSkills (passenger transport) 1 1
Skills for Logistics (freight logistics) 7 7
Financial Services (finance) 2 4
Asset Skills (property/housing/facilities management) 6 4
e-Skills UK (IT/telecoms/contact centres) 3 3
Government Skills (Central Government) * 2
Skills for Justice (justice/police) * 1
Lifelong Learning UK (learning/development) 2 5
Skills for Health (NHS/health organisations) 3 7
Skills for Care and Development (social care) 4 4
Skillset (audio-visual) 1 1
Creative and Cultural (arts/heritage) 1 1
SkillsActive (sport/recreation) 1 1
Non-SSC employers (various) 18 19

Source: IDBR March 2009.
Base: Two first columns all employers, two second columns all employment.
Note: “*” indicates figures below 0.5% but greater than zero.

16
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The report also groups employers according to whether they are commercial “for profit”
businesses, part of the charity or voluntary sector, or whether they are public sector
organisations funded by local or national government®.

The great majority (88 per cent) of establishments described themselves as ‘for profit’,
commercial businesses. The charity and voluntary sector accounts for six per cent of
establishments, and the public sector five per cent — with most of the latter (four per cent
overall) local government funded, and the rest (one per cent overall) central government funded.

Figure 2.2 shows that different sectors have quite different distributions of establishment size.
Commercial businesses and charity organisations are broadly similar in their distribution of
employers by size, with each having around half of their establishments in the two to four staff
‘micro-establishment’ size-band. Public sector organisations tend to be larger, particularly those
which are central government funded. Overall 13 per cent of public sector establishments have
100 or more staff, compared to just two per cent of commercial ‘for profit’ establishments.

3 The distribution of establishments within SSC and SIC sectors was obtained externally from IDBR data representing the whole
employer population. In contrast, information on broad sector type (commercial/charity/public sectors) was generated through
the NESSO09 survey itself.

17
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Figure 2.2: Establishment size by organisation type
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2.3 Regional characteristics

The number of establishments in each region varies considerably. The South East has the
highest numbers with nearly 260,000 establishments, followed by London with 236,000.
Subsequent chapters will show regional differences in recruitment difficulties and training,
so it is helpful here to understand the different profiles of establishments in each region.

In Figure 2.3 establishment numbers are plotted against employment for each region. The
relationship between the two is not entirely linear: e.g. the South East accounts for more
establishments but fewer employees than London. For each region the relationship between
the proportion of employers and the proportion of employment that it represents is consistent
in 2009 with that of 2007.

18
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Figure 2.3: Employers and employment across the regions
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There is some variation between the regions regarding the proportion of establishments and
employment falling within the commercial, charity/voluntary, and public sectors. The differences
appear quite small (in percentage point terms) in terms of the proportion of establishments
they account for, but are more apparent in terms of employment. The North East stands out for
having the lowest levels of employment in the commercial ‘for profit’ sector: at 69 per cent this
is five percentage points below the national average; almost a quarter of employment (24 per
cent) in the region is through central or local government. The North West and West Midlands
share a similar pattern, with below-average levels of commercial employment made up for with
higher-than-average public sector employment. The West Midlands has a particularly high level
of local government employment, at 17 per cent of the workforce.
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The distribution of SSC sectors also varies by region. London has a higher level of non-SSC
employers (at 22 per cent of establishments, against an average of 18 per cent), and also a
higher proportion of establishments than average that fall within Asset Skills, Financial Services,
Skillset and Creative and Cultural Skills, reflecting the fact that it has a higher density of
financial, business and media service orientated establishments than in the rest of England.

By contrast, Lantra represent only one per cent of employers in London, against an average

of six per cent nationally and 11 per cent of employers in the South West.

Other variations include higher proportions of retail and personal services establishments
in the North East, and e-skills UK having a greater presence in the South East than in other
regions (five per cent of establishments against an average of three per cent), reflecting the
concentration of the IT industry around Reading and the “M4 corridor”.

2.4 Product market strategies

NESSO09 incorporated questions on product market strategies, i.e. where and how an
establishment positions the products they produce or the services they supply in relation to
others within their industry. So, for example, whether they produce a small number of bespoke
products or a large volume of low cost products. Questions were previously asked in the
Employer Skills Survey 2001 (a precursor to the NESS series) about the characteristics of
employers’ product market strategies and analysis showed a correlation between product
market strategies and skill levels within establishments*. The relationship between an
establishment’s product market strategy and the skills levels of its staff will be explored in a
simple way here through cross-tabulations and descriptive analysis.

The analysis of product market strategies is based on a series of questions to commercial
employers about how their product market strategies compare with others in their industry in
terms of: the quality and the range/volume of their offer; the extent to which it is price dependent
and whether they lead the way within their sector in terms of developing new products, services
or techniques. Findings are shown in Figure 2.4.

In terms of price dependency, commercial employers were asked to position their offer on a
scale from wholly price dependent to not at all price dependent. Just short of two-fifths placed
themselves at the mid-point with roughly even proportion describing their products or service
as not price dependent (33 per cent) and as price dependent (28 per cent).

4 Geoff Mason: Enterprise Product Strategies and Employer Demand for Skills in Britain: Evidence from the Employers Skill
Survey (2004).

20



National Employer Skills Survey for England 2009: Main report

Nearly two-thirds (65 per cent) consider their goods or services to be high quality (with 37 per
cent thinking they are premium quality); only 11 per cent consider their offer to be more basic.
Almost a quarter (23 per cent) consider that they provide a limited range of services or low
volume of products, compared to just over half (52 per cent) who consider they provide a high
volume of products or wide range of services.

More employers see themselves as leaders than as followers: 42 per cent consider that they
often or sometimes lead the way in their sector, with 32 per cent saying they very rarely or
rarely do.

Figure 2.4: Product market strategy measures, overall
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Base: All commercial “for profit” employers giving definite answer (excluding those who answered

‘Don’t Know’ to any product market strategy question).

Quality: 1 = standard or basic quality, 5 = premium quality.

Range/volume: 1 = high volume/wide range, 5 = one-off/limited range. It should be noted, however, that
in the survey questionnaire these scales were inverted to aid respondent understanding (i.e. 1 relating to
one-off/limited range and 5 to high volume/wide range).

Leading the way: 1 = very rarely lead the way, 5 = often lead the way.

Price dependence: 1 = wholly price dependent, 5 = not at all price dependent.
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The volume/range of products or services on offer, and how far the establishment considers itself
to lead the way is strongly linked with the size of establishment: larger establishments are very
much more likely to consider that they offer high volume/a wide range of products or services
and that they often lead the way. The quality of products or services was linked to size but less
strongly, and the price dependence of goods or services was not at all linked to size.

This report looks at how the product market strategy of an establishment relates to an it’s skills
position and training practices. It combines three of the product market strategy variables (the
extent to which their goods or services are price dependent, premium quality, and whether the
establishment leads the way in the sector or not) into one ‘composite quality’ variable. This
composite measure is then used to indicate the overall quality of an establishment’s product
market strategy. The ‘composite quality’ variable was created by combining response categories
across the three constituent variables®.

Where the combined “score” across the three was 7 or less, the quality of an establishment’s
product market strategy is described as low (with a score of 3-5 described as “very low”); where
the combined score was between 8 and 10 the quality of their strategy is described as medium
and where it was between 11 and 15 the quality of their product market strategy is described as
high (with a score of 13-15 described as “very high”).

Using this composite measure, 45 percent of commercial employers believed they were
operating a ‘high quality’ product market strategy, and 18 percent a ‘low quality’ strategy.

Using the ‘composite quality’ measure, larger establishments are considerably more likely to
register as having a high quality product market strategy than smaller establishments, with

64 per cent of the largest establishments (with 500+ staff) classified as having a ‘high quality’
product market strategy, and only 41 per cent of the smallest establishment registering as such
using the ‘composite quality’ measure.

5 The three indicators combined to form the ‘composite quality’ variable have a significant positive correlation with each other,
which is why they have been combined.
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Figure 2.5: Quality of product market strategy by establishment size
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Base: All commercial “for profit” employers giving definite answer (excluding those who answered
‘Don’t Know’ to any product market strategy question).

Note: ‘Quality’ refers to the overall quality of an establishment’s product market strategy rather than
purely the quality of their products and services.

Using the ‘composite quality’ measure outlined above, establishments working in Agriculture,
hunting and forestry and fishing, and Construction are most likely to be have a ‘low quality’
product market strategy, 33 per cent and 30 per cent respectively (compared to 18 per cent
nationally). Conversely, establishments in Education and Health & Social Work were most likely
to believe they operate a ‘high quality’ product market strategy, 65 per cent and 59 per cent
(compared to 45 per cent nationally)®.

6 Please note that only commercial establishments in these sectors were asked the questions used to form the ‘composite quality’
variable.
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This is reflected in SSC sectors, for which — again using the ‘composite quality’ measure

— Lantra, Summitskills and ConstructionSkills employers most likely to be operating at the

lower end of the product market strategy spectrum (28 per cent, 28 per cent and 24 per cent
respectively with ‘low’ or ‘very low’ scores). Conversely, employers covered by Lifelong Learning
UK, Skills for Care & Development and Skills for Health are shown to be most likely to be
operating at the higher end of the product market strategy spectrum (with 65 per cent,

64 per cent and 62 per cent with ‘high’ or ‘very high’ scores) .

Regional variation in product market strategy was less marked than variation by size of
establishment, but there are some disparities between the regions (see Figures 2.6).
Commercial establishments in London and the South East are more likely than average to
come out as having a high quality product market strategy as defined by the ‘composite quality’
measure, whilst those in the East Midlands and Yorkshire and the Humber are more likely to
come out as having a low quality product market strategy.

Figure 2.6: Quality of product market strategy by region
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Base: All commercial “for profit” employers giving definite answer (excluding those who answered
‘Don’t Know’ to any product market strategy question).

Note: ‘Quality’ refers to the overall quality of an establishment’s product market strategy rather than
purely the quality of their products and services.
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2.5 The recession

The National Employer Skills Survey 2009 was conducted between March and July 2009 and
is being reported against a backdrop of a recession which started in September 2008’. Official
estimates of the size of the employer and employee populations show an increase between
March 2007 and March 2009 and the survey findings have been weighted and grossed up to
represent these populations for March 20098,

NESSO09 asked employers directly whether the recession had impacted on staffing levels.
Overall, a quarter of employers had decreased their headcount (24 per cent), although most
had stayed at the same size (65 per cent) and one in twelve had increased in size (eight per
cent). As Figure 2.7 shows, large employers with 100 or more staff were more likely to have
reduced staff numbers because of the recession than smaller organisations: 37 per cent of
establishments with 200-499 staff have made reductions in staffing because of the recession,
as have over a third of those with 100-199 staff (35 per cent) and 500+ staff (34 per cent).
Those with fewer than five staff were the most likely to have been unaffected in terms of their
headcount.

It is worth noting, however, that measures of the impact of the recession on employer behaviour
do not offer insight into the volumes of staff affected by these changes.

7 ONS reported that Gross Domestic Product fell by 1.5% in the last three months of 2008 after a 0.6% drop in the previous
quarter.
8 These population estimates were taken from the Office for National Statistics’ Inter-Departmental Business Register (IDBR).
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Figure 2.7: Effect of the recession on the number of staff employed at establishment
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Staffing levels have been particularly affected by the recession in the commercial sector:

26 per cent of commercial “for profit” businesses report a reduction in staffing levels as

a consequence of the downturn, compared with eight per cent that had increased staff.

The voluntary/charity sector and the public sector were much less likely to have decreased
staffing levels. Subsequent chapters of the report will explore how these differences impact
on employers’ skills issues and engagement in training. Where employers have reduced the
number of people they employ because of the recession, one might expect them to have a
different experience of skills deficiencies and to approach training differently.

The report also includes analysis of other questions framed directly around the recession and its
impact: changes to training behaviour as a result of the recession are analysed in the Training
and Development chapter, and issues relating to recruitment are discussed in the next chapter
(From Education to Employment).
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3 From Education to Employment

e )
Chapter summary

In the 12 months prior to NESS09 fieldwork, just under a quarter of employers (23 per
cent) had recruited a young person aged under 24 to their first job on leaving education,
significantly fewer than in 2007 (26 per cent).

Employers were more likely to have taken on 17- or 18-year-olds straight from school or
college (11 per cent) and under 24s from Higher Education (10 per cent) than 16 year
olds straight from school (six per cent). There has been little change in the proportion of
employers recruiting each of these groups since the 2007 survey.

Employers that had taken on young recruits direct from education were asked about their
work-readiness. Two-thirds of employers recruiting 16-year-olds (66 per cent) found them
to be well or very well prepared for work. Almost three-quarters (74 per cent) thought

17- or 18-year-old college or school leaver recruits were well prepared for work. Recruits
from university or other HE institutions are considered the most work-ready of the three
groups, with 84 per cent of employers recruiting recent graduates finding them to be well
prepared.

The minority of employers believing their young recruits to be poorly prepared for work
more often put this down to a lack of working world, life experience or maturity, or to poor
attitude, personality or a lack of motivation, than to a lack of specific skills. However,
among HE graduates, as many as 44 per cent of employers who found their recruits

L poorly prepared put this down to a lack of required skills or competencies.
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3.1 Introduction

This chapter looks specifically at the recruitment and skill levels of young people. It discusses
the proportion of employers that have recruited 16- to 24-year-olds into their first job on leaving
education (looking specifically at three groups: 16 year-olds from school, 17-18 year old school
or college leavers, and under 24s entering employment straight from Higher Education). It also
examines employers’ perceptions of these new recruits in terms of their readiness for work
and their skills. Throughout the chapter comparisons are made with the 2005 and 2007 NESS
surveys. Comparable questions were not included in the 2003 survey.

3.2 Proportion of employers recruiting young people into their first jobs

Almost a quarter of employers (23 per cent) had recruited at least one young person under 24
to their first job on leaving education in the last 12 months. This represents a small decrease
from 2007 (26 per cent).

As in 2005 and 2007, more employers have taken on school and FE leavers aged 17 or 18
(11 per cent) and HE leavers (10 per cent) in the last 12 months, than 16-year olds straight from
school (six per cent).
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Table 3.1: Incidence of recruitment of young people straight from education in the last

12 months
2005 2007 2009

Unweighted 74,835 79,018 79,152
Weighted 1,390,155 1,451,507 1,492,367

% % %
Any. under 24-year-qlds recruited 21 26 23
straight from education
16-year-olds recruited straight from

7 7 6
school
17- or 18-year-olds recruited straight

11 12 11
from school or college
Under 24-year-olds recruited straight 9 10 10

from HE

Base: All employers.

Notes: Where the change from 2007 to 2009 is statistically significant, the 2009 figure is emboldened.

Figure 3.1 shows the proportion of employers in the last 12 months taking on young people

straight from education in one, two or three of the age categories considered.

Among those that had recruited under 24s straight from education in the last 12 months:

* Most had recruited from just one of the three specific groups considered (73 per cent);
this proportion has increased compared with 2007 (70 per cent).

« Just over one in five had recruited from two of the three groups (22 per cent). Most
commonly this was HE graduates and 17- or 18-year-olds (11 per cent) or 16 year old school
leavers and 17- or 18-year-olds (10 per cent). Very few recruiters of young people had taken

on both 16-year-old school leavers and young HE graduates (one per cent).

« Arelatively small proportion had recruited from all three groups (six per cent, equivalent to

one per cent of all employers).
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Figure 3.1: Employer recruitment of young people direct from education

17- or 18-year-old
school/college
leavers

158,000 employers

28%

82,500
employers

Base: All employers who have recruited under 24s to their first job on leaving school, college or HE in the
last 12 months (weighted=291,211; unweighted=20,625).

Note: Volume figures rounded to the nearest 500.

Note: The relative size of each circle/overlapping area is not to scale.

Matching the trend seen in recruitment activity generally, the recruitment of young, new labour
market entrants straight from education increases with the size of the establishment.

As in 2007, those with 100 or more staff were more likely to recruit graduates from HE than they
were to recruit school or college leavers aged 16 to 18. In contrast, those with between 25 and
99 employees were equally likely to have recruited graduates from HE and 17- to 18 year-olds,
while establishments with fewer than 25 employees were more likely to have recruited 17- or
18-year-olds (nine per cent) than they were to have taken on 16 year olds or recent graduates
(five per cent and seven per cent respectively).
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Figure 3.2: Incidence of recruitment in the last 12 months of 16- to 24-year-old leavers
straight from education into their first jobs by size of establishment
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There is very wide variation in the extent to which employers in different SIC sectors recruit
young people straight from education.

Employers in Education were the most likely to have taken on under 24s from HE (25 per cent),
whilst those in Hotels & Catering had the highest levels of recruitment of 16-year-olds (12 per
cent) and 17-18 year olds (22 per cent).

The sectors least likely to have taken on young people from education in the last 12 months
were Agriculture (15 per cent), Transport, Storage & Communications, Business Services
(both 17 per cent), Construction (18 per cent) and Manufacturing (19 per cent).

Business Services employers were the least likely of any SIC sector to have taken on 16-year-
olds (two per cent) or 17-18 year-olds (five per cent); those in Construction and Agriculture
were the least likely to have recruited under 24s from HE (three per cent and four per cent
respectively).
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Table 3.2: Recruitment of 16- to 24-year-old leavers from education by sector

Unweighted = Weighted =~ Any under 16-year- 17-or Under

base base 24-year- old 18-year- 24-year-
olds school old olds
straight leavers school/ from HE
from college
education leavers
Row
percentages % % % %
Overall 79,152 1,492,367 23 6 11 10
Agriculture 2,350 73,725 15 4 7 4
Mining and 120 1,245 20 4 6 15
quarrying
Manufacturing 9,374 103,135 19 6 9 6
Electricity, gas 231 1,410 34 8 17 18
and water
Construction 5,283 131,115 18 7 9 3
Retail and 15,502 322,700 23 8 13 7
wholesale
Hotels and 5,609 132,815 37 12 22 15
catering
Transport,
storage and 4,501 56,925 17 3 7 7
communications
Financial 2,456 36,435 23 3 9 13
intermediation
Business 13,375 352,890 17 2 5 11
services
Public
administration 1,031 17,200 23 3 8 16
and defence
Education 5,096 44,200 38 4 15 25
Health and social - /g 102,700 23 3 10 11
work
Other services 7,046 115,270 27 8 13 12

Base: All employers.
Note: Table shows row percentages.
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By SSC sector, employers in only three sectors were significantly more likely than average to
recruit straight from education: Skillsactive (37 per cent), People 1st (36 per cent) and Lifelong
Learning (29 per cent); employers covered by SkillsActive and People 1st were the only
examples of SSC sectors in which recruitment of young people from education is higher than
average across all three of the specific groups discussed, suggesting a younger profile of the
workforce in these sectors. This is consistent with findings in 2007.

By contrast, employers covered by the following SSCs were less likely than average to have
recruited young people leaving education:

Asset Skills (13 per cent)

« Skills for Logistics (14 per cent)

+ GoSkills (14 per cent)

« Skillfast-UK (15 per cent)

« Proskills (16 per cent)

+ ConstructionSkills (16 per cent)

» Lantra (17 per cent)
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Recruitment of 16-year-old school leavers is more common than average amongst employers
covered by the following SSCs:

+ SkillsActive (13 per cent)

+ People 1st (11 per cent)

« Skillsmart Retail (10 per cent)

+ IMI (automotive) (8 per cent)

« SummitSkills (8 per cent)

In contrast, recruitment of 16-year-old school leavers is less common than average among
employers covered by the following SSCs. These employers are typically service or public
sector establishments and require a higher initial skill level from their recruits than those in other
industry sectors:

+ Creative and Cultural Skills (2 per cent)

« Asset Skills (2 per cent)

+ e-skills UK (2 per cent)

- Skillset (2 per cent)

«  GoSkills (3 per cent)

« Skills for Logistics (3 per cent)

« Financial Services (3 per cent)

+ Government Skills (3 per cent)

« Skills for Justice (3 per cent)

« Skills for Health (3 per cent)

+ Skills for Care & Development (3 per cent)
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In all eleven of these sectors employers also had below average levels of recruitment of 17-18
year-olds, this being particularly marked for employers covered by Creative and Cultural Skills
(four per cent), Skillset (five per cent), GoSkills and Skills for Logistics (each six per cent). On
the other hand nearly all of these sectors were at least as likely as average to recruit graduates
straight from education, the exceptions being Skills for Logistics, GoSkills and Asset Skills (each
five or six per cent).

Recruitment of young people straight from HE was higher than average amongst employers
covered by:

+ Lifelong Learning UK (20 per cent)

« Government Skills (18 per cent)

« Skillset (18 per cent)

- SkillsActive (16 per cent)

+ Creative and Cultural Skills (15 per cent)

+ People 1st (15 per cent)
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Table 3.3: Recruitment of 16- to 24-year-old leavers from education by SSC

Unweighted Weighted Any 16-year- 17-or Under

base base under 24s old 18-year- 24s from
straight  school old HE
from leavers school/
education college
leavers
Row percentages % % % %
Overall 79,152 1,492,367 23 6 11 10
Lantra 3,665 88,802 17 4 8 5
Cogent 1,588 11,683 22 4 11 9
Proskills 1,949 23,385 16 4 7 5
Improve 1,282 7,565 24 6 12 8
Skillfast-UK 1,850 15,786 15 4 7 5
SEMTA 3,046 47,834 18 6 9 6
grk‘fl’lrsgy & Utility 754 6,443 22 6 9 8
ConstructionSkills 5,059 129,830 16 4 6 7
SummitSkills 2,456 34,367 20 8 10 3
IMI 2,995 49,758 21 8 10 3
Skillsmart Retail 7,740 182,849 27 10 17 10
People 1st 5,991 148,650 36 11 21 15
GoSkills 1,763 10,122 14 3 6 6
Skills for Logistics 4,830 99,743 14 3 6 5
Financial Services 2,456 36,435 23 3 9 13
Asset Skills 3,485 93,595 13 2 5 6
e-skills UK 2,698 49,902 19 2 7 11
Government Skills 371 3,657 24 3 9 18
Skills for Justice 443 3,478 26 3 10 16
'L‘J'I(eb”g Learning 2,629 22,600 29 4 10 20
Skills for Health 2,667 42,947 20 3 8 10
S‘;‘\'}:Ignfea;f & 3,826 56,592 23 3 10 10
Skillset 1,677 15,556 23 2 5 18
Creative and
Cultural Skills 1,800 21,401 20 2 4 15
SkillsActive 1,924 15,001 37 13 23 16
Non SSC employers 10,208 274,387 26 5 10 13

Base: All employers.
Note: Table shows row percentages.
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Figure 3.3 shows the proportion of employers recruiting under 24-year-olds into their first job
from school, college or university in the different regions.

As in 2007, the incidence of recruitment of young people from education varies relatively little
by region, with the exception of London. Employers in London were the least likely in the last
12 months to have recruited either 16-year-olds (three per cent) or 17- or 18-year-olds (seven
per cent), but by far the most likely to have recruited graduates straight from higher education
(14 per cent compared to a national average of 10 per cent).

Figure 3.3: Incidence of recruitment of young people into their first jobs by region
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3.3 Perceived work-readiness of 16- to 24-year-olds leaving education

Employers that had taken on young recruits direct from education in the last 12 months were
asked whether they considered recruits to be very well prepared, well prepared, poorly prepared
or very poorly prepared for work.

Results are presented in Figure 3.4 for 2005, 2007 and 2009. Mean scores are also shown
(using a scale of 100 for ‘very well prepared’, 50 for ‘well prepared’, -50 for ‘poorly prepared’
and -100 for ‘very poorly prepared’).

Employers were far more likely to believe that each of the three specific age groups were well
prepared for work than poorly prepared, and the perceived level of work-readiness increases
with the amount of time recruits had spent in education. More specifically:

»  Two-thirds of employers recruiting 16-year-olds (66 per cent) found them to be well or very
well prepared for work, in line with 2007 findings (67 per cent), though higher than 2005
(60 per cent).

« Almost three-quarters (74 per cent) thought 17- or 18-year-old college or school leaver
recruits were well prepared for work, the same proportion as in 2007, and again slightly
higher than in 2005 (69 per cent).

+ Recruits from university or other HE institutions are considered the most work-ready of the
three groups, with 84 per cent of employers recruiting recent graduates finding them to be
well prepared. Just 12 per cent found them poorly prepared, no change from 2007, though
on balance the mean score has fallen slightly (see Figure 3.4). It is not possible though to
tell from NESS whether recruits from HE are seen as better prepared for work than younger
recruits because of the additional time they have spent in education, because of the more
specialised nature of higher education, or because employers invest more resource in the
recruitment of graduates and are therefore more likely to find individuals that are suitable
for their organisation.
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Differences in work-readiness between graduates and younger education leavers are most
apparent in regard to the proportion of employers who regard each group as very well prepared
for work. Around a quarter of employers recruiting graduates regard them as very well prepared
as compared with around one in six recruiting 16-year-old and 17- to 18-year-old school or
college leavers.

Despite the balance of opinion being generally positive, significant minorities of employers

feel that recruits from school, college or university are poorly prepared for work. Around three
in ten (29 per cent) consider the 16-year-old school leavers they have recruited to have been
poorly prepared for work, as do just over a fifth (21 per cent) of those that have recruited 17- or
18-year-olds, and around one in eight (12 per cent) of those recruiting young people direct from
higher education.

Figure 3.4: Work-readiness of 16- to 24-year-olds recruited straight from education

17- or 18-year-old school University or higher
16-year-old school leavers or college leavers education leavers
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I Very well prepared || Well prepared Poorly prepared [l Very poorly prepared

Base: All employers that have recruited each type of 16- to 24-year-old from education in the previous
12 months.
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In 2007, the smaller the employer, the more likely they were to believe that the young people they
had recruited were poorly prepared for work. This pattern is less clear-cut in 2009, but it remains
the case that the smallest establishments with fewer than five staff are the most likely to believe
their young recruits (16 to 24 year olds) were poorly prepared for work.

Employers with between 100 and 499 staff, particularly those with 100-199 employees, are the
most positive about all three categories of recruit.

This is shown in Table 3.4, which shows the proportion of employers in each size band regarding
young recruits in the last 12 months as poorly prepared for work.

Table 3.4: Proportion of employers recruiting young people from education experiencing
any of these recruits as poorly prepared for work, by size of establishment

Size of 16-year-old school 17- or 18-year-old Under 24-year-olds
establishment leavers school or college from university or HE
leavers institution
Row Unweighted % Unweighted % Unweighted %
percentages base base base
Overall 6,314 29 11,805 21 10,921 12
Size of establishment
2to 4 572 32 954 25 936 17
51024 2,544 29 4,701 21 3,924 11
2510 99 2,187 28 4,259 19 3,957 8
100 to 199 442 20 883 15 981 5
200 to 499 441 26 732 16 800 7
500+ 128 31 276 20 323 6

Base: All employers that have recruited each type of 16- to 24-year-old leavers from education in the
previous 12 months.

Table 3.5 shows the proportion of employers thinking that recruits were poorly prepared by
SIC sector.

Sectors with particular problems with work-readiness of young recruits were:
+ 16 year olds: Manufacturing

+ 17-18 year olds: Manufacturing, Construction

* Under 24s from HE: Agriculture, Construction
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Table 3.6 presents perceived work-readiness of young recruits by SSC sector. For each of the
three age groups considered, the table shows the proportion of employers perceiving their
young recruits to be poorly prepared for work.

There are a number of patterns by SSC sector regarding the perceived work-readiness of young
people recruited from education.

+  Employers covered by Skillsmart Retail, SkillsActive and Lifelong Learning UK SSCs were
more positive than average about the work-readiness of all three categories of young recruit.

« Those covered by Proskills, SEMTA and e-skills UK SSCs were particularly likely to report
16-year-olds to be poorly prepared for work.

< IMI (automotive), ConstructionSkills and SEMTA employers were particularly likely to
consider 17- or 18-year-olds recruited from school or college to be poorly prepared.

«  Employers covered by SummitSkills, IMI and Skills for Logistics SSCs were particularly likely
to report recruits from HE as being poorly prepared for work.
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Table 3.6: Proportion of employers experiencing recruits from education being poorly
prepared for work, by SSC

16-year-old school 17- or 18-year-old Under 24-year-olds
leavers school or college  from university or HE
leavers institution

k: g k: g E 3

< o = o < o ) < o )

S = S = S =
Overall 6,314 83,385 29 11,805 157,793 21 10,921 144,728 12
Lantra 234 3,785 27 414 6,980 21 281 4462 17
Cogent 78 504 29 188 1,254 22 162 1,019 12
Proskills UK 96 947 39 174 1,727 24 120 1,259 15
Improve Ltd 83 472 32 172 930 26 108 589 12
Skillfast-UK 99 688 32 163 1,108 25 115 817 17
SEMTA 267 2,645 38 406 4134 30 314 2,861 9
Energy and Utility Skills 47 380 25 79 609 22 69 526 10
ConstructionSkills 377 5,447 34 587 8,025 27 610 8556 17
SummitSkills 291 2,845 33 332 3,401 23 91 942 24
IMI 321 3,866 35 397 4998 31 138 1,698 18
Skillsmart Retail 1,362 18,000 25 2,148 30,504 18 1,296 18,846 10
People 1st 1,071 16,380 28 1,956 31,0561 21 1,378 21,815 10
GoSkills 67 310 18 118 563 25 102 570 13
Skills for Logistics 204 3,118 31 382 5,738 26 338 5,205 18
gzﬁggiluiiﬁmes 79 1022 23 258 3393 19 369 4,893 12
Asset Skills 85 1,560 27 239 4666 22 293 5529 9
e-skills UK 67 760 37 228 3,261 17 444 5,604 13
Government Skills 1" 110 ! 37 343 8 73 665 5
Skills for Justice 14 105 ! 52 351 9 93 545 5
Lifelong Learning UK 125 981 25 306 2,318 17 581 4,484 5
Skills for Health 100 1,103 24 318 3,393 21 354 4,193 13
g';'\'/':kfgr:ear:te and 138 1,449 26 538 5789 23 500 5744 10
Skillset 46 367 22 112 833 19 328 2,795 14
gﬁf:'ve and Cultural 62 486 28 144 954 20 350 3,144 16
SkillsActive 301 1,908 22 566 3,482 17 404 2,462 8
Non-SSC employers 689 14,597 32 1,491 28,168 20 2,010 35,507 10

Base: All employers that have recruited each type of 16- to 24-year-old leavers from education in previous
12 months. Notes Table shows row percentages.! is used where the base size was under 25. Figures in
italics denote base sizes of 25 to 49 and should be treated with caution.
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Table 3.7 shows for each of the three groups of young recruits the proportion of employers by
region who felt they were poorly prepared for work.

In 2007 employers in the North East and London were the most likely to report all three
categories of young recruits to be poorly prepared for work. In 2009 there is a slightly less clear
cut pattern in the regional findings:

+  Employers in the South East are the most positive about the preparedness of all three
groups, particularly for 16-year-old leavers (just 24 per cent have experienced such recruits
as poorly prepared against the national average of 29 per cent) and 17- or 18-year old school
leavers (18 per cent experiencing poorly prepared such recruits against a national average of
21 per cent).

«  Employers in the West Midlands are also more positive than average about the work-
readiness of 16-year-old school leavers.

- Employers in the North East continue to be more likely than average to believe 16-year-old
and 17- or 18-year-old school or college leavers to be poorly prepared, but the proportion
describing HE leavers as poorly prepared is now in line with the national average.

- Employers in the East Midlands are now above the national average for reporting 16-year-old
school leavers to be poorly prepared.
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Table 3.7: Proportion of employers experiencing young recruits being poorly prepared

for work, by region

16-year-old school

17- or 18-year-old

Under 24-year-olds

leavers school or college from university or
leavers HE institution

% % %
Overall 29 21 12
Eastern 30 22 11
East Midlands 34 21 11
London 31 26 13
North East 33 23 12
North West 32 21 11
South East 24 18 11
South West 28 21 11
West Midlands 24 21 13
\l_(ic:jrrl:lsbr;:e and the 31 29 1

Base: All employers that have recruited each type of 16-to 24-year-old education leaver in the
previous 12 months. Cell sizes vary from (unweighted) 424 (16-year-olds in the North East) to 2,219

(HE graduates in London).
Note: Table shows row percentages.
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3.4 Skills lacking in young recruits

Employers that reported that young people they had recruited were ill prepared for work were
asked what skills were lacking. When comparing the list of skills and attributes lacking across
the three educational groups, it should be borne in mind that employers’ expectations of these
three groups will vary considerably.

In regard to the actual skills that recruits from education have lacked, the key findings are as
follows:

« The skill most commonly felt to be lacking among all three categories of young recruits
(16-24 years olds) was a lack of working world or life experience or maturity (reported by
just over half of those experiencing poorly prepared recruits in each age category);

« Over two in five (44 per cent) perceived their poorly prepared graduates to lack specific skills
or competencies, such as technical or job-specific skills; and almost two in five (38 per cent)
felt their poorly prepared graduates to have poor attitude, personality or a lack of motivation.

+ Poor attitude, personality or a lack of motivation are commonly reported by employers
recruiting poorly prepared 16 to 18-year-olds (an issue for a half these employers). Lack of
specific skills or competencies, such as technical or job-specific skills, is also a relatively
common issue for those recruiting poorly prepared 16-18 year olds from education (reported
by around a third in each case).
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Table 3.8: Skills lacking among poorly prepared young recruits taken on direct from
education in the last 12 months (spontaneous)

17-or 18-year-old

16-year-old University or
school leavers school or college HE leavers
leavers

Unweighted base 1,764 2,380 1,088
Weighted base 24,400 33,560 16,663

% % %
Lack of working world, life
experience or maturity (including 55 54 55
general knowledge)
Poor attitude, personality or lack
of motivation (e.g. poor work ethic, 49 45 38
punctuality, appearance, manners)
Lack of required skills or
competencies (e.g. technical or
job szecific skillé, IQ'I]' skills, problem 30 35 a4
solving skills, team working skills)
Lack of common sense 17 19 17
Literacy/numeracy skills 12 9 5
Poor education 9 8 6
Other 1 1 1

Base: All employers that have recruited each type of 16- to 24-year-old leaver from education in
previous 12 months and who say some of these recruits were poorly prepared.
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4 Recruitment Problems

e )
Chapter summary

In line with the fact that the country was in recession at the time the 2009 data was
collected, there have been substantial decreases in recruitment activity compared with
2003, 2005 and 2007.

The total numbers of vacancies, hard-to-fill vacancies and skill-shortage vacancies
reported have all decreased compared with previous years.

However, where vacancies are proving hard-to-fill (an occurrence which is significantly
less common in 2009 than in 2005 and 2007), the difficulty filling the vacancy is more
likely to be caused by skills shortages than was the case in 2005 or 2007.

The pattern of recruitment difficulties by establishment size remains broadly unchanged
from previous years, with recruitment difficulties caused by skill shortages (skill-shortage
vacancies as a proportion of all vacancies) being felt more acutely among smaller
establishments.

By occupation, volumes of skill-shortage vacancies are highest for associate professional
occupations, whilst skilled trades and professional positions are the occupations where
the highest proportion of vacancies involve skill shortages in applicants

An increased workload for staff is the most common impact of recruitment difficulties,
and was reported by three-quarters (75 per cent) of employers with hard-to-fill vacancies.
Two in five (40 per cent) experiencing recruitment difficulties have suffered delays in
developing new products or services, and around a third report increased operating costs
(36 per cent), a loss of business to competitors (33 per cent), difficulties introducing new
working practices (33 per cent) and difficulties meeting quality standards (32 per cent).

The most common actions taken by employers to overcome recruitment difficulties remain
increasing advertising and recruitment spend (41 per cent) and using new recruitment

methods or channels (25 per cent).
_ J
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4.1 Introduction

This chapter examines the extent to which employers experience difficulty filling vacancies,
and the nature of those difficulties, particularly those caused by a lack of candidates with the
required skills, work experience or qualifications. The chapter explores the incidence, number,
distribution and density of these skill-shortage vacancies, as well as identifying which particular
skills employers are finding in short supply when recruiting.

The section first looks at national trends in recruitment difficulties from 2003 to 2009 and then
investigates what impact these problems are having on employers and what actions are being
taking to overcome them.

Throughout this chapter it should be borne in mind that data on employment, vacancies,
hard-to-fill vacancies and skill-shortage vacancies have been weighted using the March 2009
IDBR employment profiles, the most up-to-date at the time of the survey. These volume figures
will be somewhat inflated as they do not take into account reductions in the size of the overall
workforce since March 2009 brought about by the continuation of the recession.

4.2 Trends in recruitment difficulties since 2003

In line with the fact that the country was in a recession when the NESS09 fieldwork was
conducted, significantly fewer employers in 2009 report any vacancies, hard-to-fill vacancies
or skill-shortage vacancies than in 2003-2007.

Around one in eight employers in 2009 reported any vacancies at the time of interview

(12 per cent), six percentage points lower than in 2007. In line with this, the proportion reporting
hard-to-fill vacancies and skill-shortage vacancies, which had remained static between 2005
and 2007 at 7 per cent and 5 per cent respectively, had fallen to just 3 per cent for both
measures in 2009. The fact that the incidence of hard-to-fill and skill-shortage vacancies is at
parity in 2009 indicates that recruitment difficulties are nearly always ascribed at least in part

to deficiencies in available labour.
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Table 4.1: Trends in incidence of vacancies and recruitment difficulties 2003—2009

2003 2005 2007 2009
Unweighted base (employers) 72,100 74,835 79,018 79,152
Weighted base (employers) 1,915,053 1,390,155 1,451,607 1,492,367
% % % %
Establishments with any vacancies 17 17 18 12
Establishments with any HtFVs 8 7 7 3
Establishments with any SSVs N/A 5 5 3

Source: NESS03, NESS05, NESS07, NESS09.

Base: All employers.

Note: A comparable skills-shortage vacancy figure is not available for 2003.

Note: Where the change from 2007 to 2009 is statistically significant, the 2009 figure is emboldened.

In volume terms, the number of vacancies at the time of the survey has fallen from around
620,000 in 2007 to around 386,000 in 2009. The number of vacancies as a proportion of total
employment has declined sharply from 2.7 per cent in 2005 and 2.8 per cent in 2007 to

1.7 per cent in 2009.

The number of hard-to-fill vacancies has fallen year-on-year since 2003, with a particularly
sharp fall between 2007 and 2009, from around 183,500 to approximately 85,500. In 2009
just over a fifth (22 per cent) of all vacancies were described as hard to fill, much lower than
reported in 2003 (40 per cent), 2005 (35 per cent) or 2007 (30 per cent).

The number of skill-shortage vacancies has been falling year-on-year since 2005, though as
with hard-to-fill vacancies the fall between 2007 and 2009 was particularly steep, from around
130,000 in 2007 to around 63,000 in 2009. In 2009, 16 per cent of all vacancies were hard to fill
because of skill-related reasons (i.e. were skill-shortage vacancies), down from 25 per cent in
2005 and 21 per cent in 2007.

In summary, compared with previous years, in 2009 employers reported fewer vacancies,
hard-to-fill vacancies and skill-shortage vacancies, but also that a lower proportion of current
vacancies are hard-to-fill, or hard to fill because of skill shortages.
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However, the fall in the numbers of hard-to-fill vacancies between 2007 and 2009 has been
more pronounced than the fall in the numbers of skill-shortage vacancies, hence skill-shortage
vacancies form a slightly larger share of all hard-to-fill vacancies (74 per cent) than was the
case in 2007 (71 per cent) and 2005 (70 per cent). Hence where vacancies are proving
hard-to-fill (an occurrence which is significantly less common in 2009 than in 2005 and 2007),
the difficulty filling the vacancy is more likely to be caused by skill shortages than was the case
in 2005 or 2007.

Table 4.2 shows analysis of trends since 2003 in the number and density of vacancies,
hard-to-fill vacancies and skill-shortage vacancies.

Table 4.2: Trends in the number of vacancies and recruitment difficulties 2003-2009

2003 2005 2007 2009
Unweighted base (employers) 72,100 74,835 79,018 79,152
Weighted base (employers) 1,915,053 1,390,155 1,451,507 1,492,367
Vacancies as proportion of all 31% 279 2 .89% 1.7%
employment
HtFVs as a proportion of employment 1.2% 0.9% 0.8% 0.4%
HtFVs as a proportion of vacancies 40% 35% 30% 22%
SSVs as a proportion of employment N/A 0.7% 0.6% 0.3%
SSVs as a proportion of vacancies N/A 25% 21% 16%
SSVs as a proportion of HtFVs N/A 70% 71% 74%
Total employment 21,877,300 21,504,975 22,259,625 22,976,750
Number of vacancies 679,075 573,900 619,675 385,675
Number of HtFVs 271,400 203,550 183,475 85,425
Number of SSVs N/A 143,125 130,000 63,100

Source: NESS03, NESS05, NESS07, NESSO09.

Base: All employers.

Notes: Total employment and vacancy figures rounded to the nearest 25.

Notes: Comparable skill-shortage vacancy figures are not available for 2003.

Notes: Where the change from 2007 to 2009 is statistically significant, the 2009 figure is emboldened.
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4.3 Incidence, number and density of vacancies, hard-to-fill and skill-shortage
vacancies by size of establishment

The fall in the proportion of establishments reporting vacancies, hard-to-fill vacancies and
skill-shortage vacancies between 2007 and 2009 at an overall level is observed across all size
bands. However, the pattern of recruitment difficulties by size remains similar to previous years,
with the incidence of vacancies, hard-to-fill vacancies and skills-shortage vacancies increasing
with establishment size. AImost half (49 per cent) of the largest establishments (with 500+ staff)
reported at least one vacancy at the time of the interview, compared with just seven per cent of
micro establishments (with between two and four staff).

Similarly, 10 per cent of the largest establishments reported at least one vacancy that was
proving hard-to-fill, compared with just two per cent of micro establishments. The incidence of
skill-shortage vacancies follows a similar pattern, as illustrated in Figure 4.1.

Figure 4.1: Incidence of vacancies, hard-to-fill vacancies and skill-shortage vacancies by
establishment size

50 7 49
44
40 1 41
0
30 +
2 27
c
[
[&]
o 20
o
12 14
10 1 . 8 9
6
. E- K
All 2to4 5to 24 25t099 100to 199 200 to 499 500+
Number of employees
Unweighted 79,152 22,535 35,418 16,270 2,676 1,701 552
base
Weighted 1,492,367 788,403 545,654 125,501 19,002 10,248 3,659
base
B Vacancies [ Hard-to-fill vacancies Skill-shortage vacancies

Base: All employers.
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Figure 4.2 shows the number of vacancies, hard-to-fill vacancies and skill-shortage vacancies
by size of establishment.

As in 2007, establishments with fewer than 25 staff account for a disproportionately large share
of all vacancies (50 per cent) when compared with their share of employment (32 per cent).
These smaller establishments account for even larger proportions of all hard-to-fill and skill-
shortage vacancies (64 per cent and 63 per cent respectively). Hence, smaller establishments
continue to experience a disproportionate degree of difficulty when recruiting. This appears

to be increasingly true for the very smallest establishments with two to four staff — their share
of employment has remained the same as in 2007 (nine per cent), but they account for an
increased share of all vacancies (20 per cent, up one percentage point from 2007), hard-to-fill
vacancies (28 per cent, up three percentage points on 2007) and skills-shortage vacancies

(28 per cent, up four percentage points from 2007).

Although establishments with 100 or more staff are more likely to report any vacancies and
recruitment difficulties per se, the actual volume of vacancies, hard-to-fill vacancies and
skill-shortage vacancies experienced by these establishments is low, relative to their share
of employment. This is shown in Figure 4.2.
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Figure 4.2: Number and share of vacancies, hard-to-fill vacancies and skill-shortage
vacancies by size of establishment

Share of
emp|oyment 15% 16%
Share of all
vacancies
Share of all
Sh f all
140,000 +
118,350
120,000 ~
3
g 100,000 T 88,575
g 80,0001 76.000
© 60,000 -
2 41,200
§ 40,000 - o5 150 33,325 28,250
25
20,000 1 17,575 22,175 75 00 50
’ 11,250 900 200 950
0 - : ;
2to 4 5t024 2510 99 100t0 199 200 to 499 500+
Number of employees
Unweighted 2,412 7,968 11,082 4,168 4,955 4,725
base (vacs)
Weighted 75,999 118,347 88,565 33,329 36,385 28,250
base (vacs)
Unweighted 1,676 4,761 4,297 1,059 744 276
base (employers
with vacs) B Vacancies Hard-to-fill vacancies Skill-shortage vacancies

Base: All vacancies (weighted 385,675; unweighted 35,310).

Table 4.3 summarises the volume and density of skill-shortage vacancies by size of
establishment. Two different measures of density are shown. The first shows the percentage
of all vacancies where skill shortages are experienced. This indicates the likelihood of
establishments encountering skills-related difficulties when recruiting. The second shows
the total number of skill-shortage vacancies being experienced per thousand employees,
which indicates how the volume of skill-shortage vacancies relates to total employment.
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The smallest establishments are the most likely to encounter skill shortages when recruiting,
with approaching a quarter (23 per cent) of all vacancies among establishments with two to
four 25 staff described as hard-to-fill because of a lack of skills, experience or qualifications,
compared with one in six (16 per cent) among all employers.

That skill shortages among applicants is a greater problem for smaller establishments than
larger ones is even more apparent when density is examined on an employment base.
Establishments with fewer than five staff experience nine skill-shortage vacancies per 1,000
employees, whereas those establishments with 100 or more staff experience just one SSV
per 1,000 employees.

That said, smaller establishments that are recruiting are less likely to be experiencing skill-
shortage vacancies than was the case in 2007: skill-shortage vacancies as a proportion of

all vacancies have decreased by three percentage points for micro-business (with two to four
staff) and by six percentage points for those with five to 24 staff when compared against 2007.
Establishments with between 100 to 199 staff have seen the greatest decrease in SSV density
since 2007 (nine per cent in 2009, from 17 per cent).

In contrast, the proportion of all vacancies hard to fill for skills-related reasons for
establishments with 200 or more staff has remained stable since 2007, indicating that where
these larger organisations are recruiting they are as likely to experience skill shortages as they
were in 2007.

Table 4.3: Density of skill-shortage vacancies by size of establishment

% of vacancies that SSVs per 1,000

are SSVs employees
Overall 16% 3
2 to 4 employees 23% 9
5 to 24 employees 19% 4
25 to 99 employees 13% 2
100 to 199 employees 9% 1
200 to 499 employees 13% 1
500+ employees 14% 1

Base: All vacancies (weighted 385,675; unweighted 35,310).
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4.4 Incidence and density of vacancies, hard-to-fill and skill-shortage vacancies by

sector

As seen in previous NESS surveys, there is substantial variation in the incidence of vacancies,
hard-to-fill vacancies and skill-shortage vacancies across different SIC sectors. This is shown in
Figure 4.3.

Establishments operating in the Education, Public Administration & Defence, and Health &
Social Work sectors were particularly likely to report vacancies (26 per cent, 23 per cent and
22 per cent respectively). Education and Health & Social Work employers also report above
average levels of hard-to-fill vacancies and skill-shortage vacancies, as do those operating in
Hotels & Catering (six per cent hard-to-fill vacancies and four per cent skill-shortage vacancies
respectively in each case).

Employers in the Electricity, Gas & Water supply sector also have high levels of vacancies
overall (23 per cent), as well as reporting the highest levels of hard-to-fill vacancies (nine per
cent) and skill-shortage vacancies (seven per cent) across all sectors. It should be borne in
mind, however, that the unweighted base size for this sector is relatively small (120 interviews),
hence results should be treated as indicative only.

Figure 4.3: Incidence of vacancies, hard-to-fill vacancies and skill-shortage vacancies by
SIC sector
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In line with the findings by SIC sector, as Figure 4.4 demonstrates, employers in SSC sectors
largely composed of public sector establishments are the most likely to report vacancies,

with around a quarter of establishments covered by Government Skills (27 per cent), Skills

for Justice (26 per cent), Skills for Care & Development (25 per cent) and Lifelong Learning
UK (24 per cent) reporting vacancies. This is consistent with the pattern seen in 2007 and
2005, although the incidence of vacancies has decreased slightly from previous years in these
sectors.

Establishments covered by the Skills for Health SSC also have higher than average levels of
vacancies overall (20 per cent), and report the highest levels of hard-to-fill vacancies (seven
per cent). Employers covered by Skills for Care & Development and GoSkills SSCs also
report levels of hard-to-fill vacancies at twice the national average, with six per cent of these
establishments having vacancies they are finding hard to fill.

These three sectors also report the highest levels of skill-shortage vacancies (four per cent),
along with employers falling within the Lifelong Learning UK and People 1st SSC footprints,
and those employers that do not fall within the scope of any SSC.

Although employers falling within the Skills for Justice SSC footprint have the second highest
incidence of employers reporting overall vacancies, the proportion reporting hard-to-fill
vacancies (three per cent) and skill-shortage vacancies (one per cent) are both below average.

In contrast, in some sectors nearly all employers with recruitment difficulties report these
difficulties as being caused at least in part by skills shortages. This is true for non-SSC
employers, and employers covered by the Financial Services SSC, Improve, Skillfast-UK,
Cogent, Skillsmart Retail, ConstructionSkills and Skills for Logistics SSCs, for whom the
percentage of employers with skill-shortage vacancies is the same as the percentage of
employers with any hard-to-fill vacancies.
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Figure 4.4: Incidence of vacancies, hard-to-fill vacancies and skill-shortage vacancies by
SSC sector
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Base: All employers (weighted=1,492,367; unweighted=79,152).

Table 4.4 presents density measures of recruitment and recruitment difficulties by SIC sector.

The total number of vacancies reported by establishments nationally is equivalent to 1.7 per
cent of total employment. Employers in the following SIC sectors report much higher vacancy
densities: Hotels & Catering (3.0 per cent of employment), Health & Social Work (2.3 per cent)
and “Other Services” (2.3 per cent).

By contrast, vacancies as a proportion of employment was lowest for those employers
involved in Mining & Quarrying (0.8 per cent), Manufacturing (1.0 per cent) and Construction
(1.1 per cent).
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In addition to reporting the highest density of vacancies relative to employment, employers in
Hotels & Catering also report a high density of hard-to-fill vacancies, equating to 0.7 per cent
of employment. Employers in the Agriculture sector also report a particularly high density of
hard-to-fill vacancies (0.7 per cent of employment and 43 per cent of all vacancies).

When skill-shortage vacancies are expressed as a proportion of all vacancies, we again see
that employers in the Agriculture sector have particular difficulties, with 26 per cent of all
vacancies proving hard to fill for skills related reasons, compared with the national average of
16 per cent. Levels are also above average for employers in Electricity, Gas & Water, as well
as those operating in Construction (30 per cent and 23 per cent respectively).

Public Administration & Defence establishments have the least difficulties findings skilled
candidates to fill vacant positions, with just one SSV per 1,000 employees, representing just
seven per cent of all vacancies.
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Table 4.4: Vacancies and recruitment difficulties as a proportion of employment by
broad industry sector
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Unweighted  Weighted % % % %
Overall 2,679,121 22,976,759 1.7 04 22 16 3
Agriculture 19,822 307,505 1.7 0.7 43 26 4
Mining and quarrying 4,716 27,182 0.8 0.2 24 19 2
Manufacturing 365,750 2,352,634 1.0 0.2 22 18 2
Electricity, gas and 14,268 105939 15 06 38 30 4
water
Construction 91,652 1,097,851 1.1 0.3 28 23 2
Retail and wholesale 444,172 3,876,566 1.3 0.3 20 15 2
Hotels and catering 149,282 1,470,110 3.0 0.7 22 14 4
Transport, storage 159,819 1,350,221 13 03 22 16 2
and communications
Financial 71,012 969,290 14 03 19 16 2
intermediation
Business services 364,700 4,264,752 1.7 0.4 23 18 3
Public administration 141,092 1,190,652 16 02 12 7 1
and defence
Education 270,325 2,069,590 14 0.2 18 14 2
Health and social 338,388 2678026 23 06 25 17 4
work
Other services 144,103 1,194,638 2.3 0.5 24 17 4

Base: All employment.
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Results by SSC sectors are shown in Table 4.5. Government Skills employers report the
highest level of vacancies in relation to employment, with vacancies representing 3.5 per cent
of employment. Employers covered by Skills for Care & Development (3.1 per cent) and People
1st (2.9 per cent) SSCs also have high vacancy density rates.

The density of vacancies (in relation to employment) was lowest for those employers involved

in manufacturing industries covered by Proskills UK (0.7 per cent), Improve (0.8 per cent) and
primary industry employers covered by Cogent (0.7 per cent). These SSCs also had the lowest
density of recruitment activity in 2007 before the recession started. Skills for Logistics employers
also have very low recruitment activity (vacancies represent 0.8 per cent of total employment in
the sector).

As well as reporting higher than average density of vacancies relative to employment, Creative
and Cultural Skills employers also report a particularly high density of hard-to-fill vacancies,
equivalent to 0.9 per cent of employment and to 39 per cent of all vacancies. Lantra employers
also report a high density of hard-to-fill vacancies (0.8 per cent of employment and 43 per cent
of all vacancies), as they did in 2007 and 2005.

As with vacancy densities, recruitment difficulties are at their lowest level relative to employment
for establishments in the sectors covered by Cogent, Proskills, Improve, and Skills for Logistics
SSCs. For these SSCs, the number of hard-to-fill vacancies is equivalent to 0.1 per cent of
employment in the sector.

The density of skill-shortage vacancies as a proportion of all vacancies indicates that skill
shortages are a greater issue, relative to other SSCs, for employers in the Lantra and Creative
and Cultural Skills sectors (though these are still not a significant issue in real terms). Both
sectors have six skill-shortage vacancies per 1,000 employees, twice the national average, and
a third of vacancies among Lantra employers (32 per cent) and a quarter (26 per cent) among
those covered by Creative and Cultural Skills SSC encounter skill shortages among applicants.

Employers covered by Cogent, Proskills, Improve, and Skills for Logistics have the fewest
problems finding skilled candidates for job openings, with just one SSV per 1,000 employees.
These SSC sectors have average to low ratios of skill-shortage vacancies to overall vacancies
(13 to 16 per cent), although the sectors with the lowest ratio of skill-shortage vacancies to
vacancies are SkillsActive (10 per cent) and Asset Skills and Skillsmart Retail (at 11 per cent).
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Table 4.5: Vacancies and hard-to-fill vacancies as a proportion of employment by SSC
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Overall 2,679,121 22,976,759 1.7 0.4 22 16 3
Lantra 37,373 419,709 1.8 0.8 43 32 6
Cogent 55,767 329,184 0.7 0.1 19 14 1
Proskills 49,737 401,597 0.7 0.1 20 16 1
Improve 63,787 321,605 0.8 0.1 16 13 1
Skillfast-UK 25,571 180,269 15 0.4 27 20 3
SEMTA 169,833 1,194,185 1.1 0.2 21 18 2
Energy and Utility Skills 29,738 200,038 14 0.2 17 13 2
ConstructionSkills 129,602 1,145,679 1.2 0.3 28 24 3
SummitSkills 30,168 255,960 1.5 0.3 21 18 3
IMI 54,217 466,205 1.3 0.4 31 26 3
Skillsmart Retail 292,648 2,330,291 1.5 0.3 17 11 2
People 1st 163,072 1,633,284 2.9 0.6 22 15 4
GoSkills 50,590 246,833 2.3 0.5 22 16 4
Skills for Logistics 153,813 1,660,224 0.8 0.1 17 13 1
Financial Services 71,012 969,290 14 0.3 19 16 2
Asset Skills 76,099 1,003,809 1.5 0.3 18 11 2
e-skills UK 53,562 618,313 1.9 0.4 24 19 4
Government Skills 50,125 358,431 3.5 0.7 20 15 5
Skills for Justice 57,918 330,524 0.9 ! ! ! !
Lifelong Learning UK 179,912 1,227,959 14 0.2 17 14 2
Skills for Health 209,923 1,649,494 1.9 0.5 30 23 4
Skills for Care & Development 119,677 995,215 3.1 0.7 22 12 4
Skillset 42,212 250,146 1.4 0.3 19 15 2
Creative and Cultural Skills 35,041 188,787 2.4 0.9 39 26 6
SkillsActive 51,691 267,051 1.8 0.2 13 10 2
Non SSC employers 326,133 4,332,677 1.8 0.4 22 18 3

Base: All employment.
Note: Findings based on fewer than 25 interviews are replaced by “I”.Vacancies figures rounded to the
nearest 25.
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4.5 Incidence, number and density of vacancies, hard-to-fill and skill-shortage
vacancies by region

This section examines the variation in the incidence and density of recruitment difficulties
across regions. Figure 4.5 shows the proportion of establishments in each region experiencing
vacancies, hard-to-fill vacancies and skill-shortage vacancies.

The incidence of vacancies, hard-to-fill vacancies and skill-shortage vacancies has fallen in all
regions compared with 2007.

Results in 2009 vary little by region (and less so than in 2007). Employers in London were
more likely than average to have any vacancies at the time of interview (14 per cent compared
with 12 per cent nationally), otherwise the incidence of vacancies, hard-to-fill vacancies and
skill-shortage vacancies were all within +/- one percentage point of the national figures.

Figure 4.5: Incidence of vacancies, hard-to-fill vacancies and skill-shortage vacancies
by region

157

10

| bl

Eastern East London North North South South West Yorkshlre

Percentages

Midlands East West East West Midlands and the
Humber
Region
Unweighted 79,152 8,652 7,337 12,000 5,677 9,921 11,040 8,698 8,186 7,741
base
Weighted 1,492,367 170,594 125,698 235,508 58,418 184,573 259,776 170,619 149,871 137,410
base
[ Employers with vacancies [ Employers with hard-to-fill Employers with skill-
vacancies shortage vacancies

Base: All employers.
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A more marked regional pattern emerges when comparing the total number of vacancies,
hard-to-fill vacancies and skill-shortage vacancies, as shown in Figure 4.6 (represented by the
columns of data). This figure also details the proportion of vacancies, hard-to-fill vacancies and
skill-shortage vacancies accounted for by each region against that region’s share of national
employment (shown in boxes above the chart), in order to highlight whether a particular region
is experiencing a disproportionate share of recruitment difficulties.

London accounts for the single largest share of overall employment, vacancies, hard-to-fill
vacancies and skill-shortage vacancies, and the capital’s share of vacancies (19 per cent),
hard-to-fill vacancies (20 per cent) and skill-shortage vacancies (22 per cent) is higher than
its share of employment (18 per cent), indicating disproportionately high levels of recruitment
activity and recruitment difficulties. Although London’s share of all skill-shortage vacancies in
England is high (22 per cent), it is lower than in 2007 (25 per cent), suggesting its share of
skills shortages in the labour market relative to other regions has eased since 2007.

The East of England also has a higher share of all vacancies, hard-to-fill vacancies and skill-
shortage vacancies (11, 13 and 13 per cent respectively) than its share of employment (10 per
cent), a change since 2007 when these recruitment and recruitment difficulty density measures
were all very similar to their share of employment. This shows that recruitment difficulties in this
region have increased, in contrast to the South East where its share of total vacancies is no
longer greater than its share of employment (as they were in 2007).

Across the other regions, the number of vacancies, hard-to-fill vacancies and skill-shortage
vacancies being experienced is roughly in line with employment. The North West, West
Midlands and East Midlands have the least acute recruitment difficulties, with lower shares
of hard-to-fill vacancies and skill-shortage vacancies than overall employment.
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Figure 4.6: Number and distribution of vacancies, hard-to-fill vacancies and skill-
shortage vacancies by region
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4,025 3,700 Sl '
Eastern East London North North South South West  Yorkshire
Midlands East West East West  Midlands and the
Humber
Region
Unweighted 3,617 3,117 6,833 2,341 4,194 5,261 3,914 3,240 2,893
base (vacs)
Weighted 44,173 30,772 74,690 21,452 43,713 64,509 38,668 33,178 34,526
base (vacs)
Unweighted 1,317 1,083 2,210 798 1,501 1,987 1,448 1,196 1,173
base (employers
with vacs)
[ Vacancies Hard-to-fill vacancies Skill-shortage vacancies

Base: All vacancies.
Notes: Vacancy figures are rounded to the nearest 25.

Table 4.6 compares recruitment difficulties as a proportion of employment by region for 2007

and 2009.

The fall nationally in job vacancies and hard-to-fill vacancies between 2007 and 2009 is found in
all regions. London and the South East have seen the greatest changes: while in 2007 both had
above average vacancies and hard-to-fill vacancies relative to their share of employment, and
the proportion of vacancies where recruitment difficulties were encountered was above average,
in 2009 these figures in both regions were at or very close to the national average.

In contrast, in 2009 all density measures of vacancies and hard-to-fill vacancies are above
average in the North East and the Eastern region, whereas in 2007 these regions were at or

below the national averages.
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Employers in Yorkshire and the Humber account for a slightly lower share of the country’s
vacancies than its share of employment, but where vacancies occur employers are more likely
than average to experience difficulties: 26 per cent of vacancies in the region are hard to fill,
compared with 22 per cent nationally.

Table 4.6: Vacancies and hard-to-fill vacancies density measures by region — 2007 and
2009 comparison

Vacancies as a % HtFVs as a % of HtFVs as a % of
of employment employment vacancies
2007 2009 2007 2009 2007 2009
% % % % % %
Overall 2.8 1.7 0.8 0.4 30 22
Region
Eastern 2.8 1.9 0.8 0.5 30 26
East Midlands 2.3 1.6 0.7 0.3 30 18
London 3.3 1.8 1.0 0.4 32 22
North East 2.3 21 0.7 0.5 30 24
North West 2.6 1.5 0.6 0.3 25 20
South East 3.2 1.7 1.0 0.4 31 21
South West 2.7 1.7 0.9 0.4 35 22
West Midlands 2.6 1.4 0.6 0.3 24 20
Yorkshire and the Humber 24 1.5 0.7 0.4 28 26

Source: NESS07 and NESSO09.
Base: All employment.
Note: Where the change from 2007 to 2009 is statistically significant, the 2009 figure is emboldened.

Table 4.7 presents skill-shortage vacancy density for each region, showing skill-shortage
vacancies as a proportion of all vacancies and then of total employment, for both 2007
and 2009.

All regions have seen a reduction since 2007 in the number of skill-shortage vacancies as
a proportion of employment. This figure is highest in the North East (four SSVs per 1,000
employees), and lowest in the East Midlands, the West Midlands and the North West (each
two per 1,000 employees). The fall compared with 2007 is particularly marked for London
(from eight SSVs per 1,000 employees in 2007 to three SSVs per 1,000 in 2009).
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Although there has been a large fall nationally from 2007 to 2009 in the proportion of all
vacancies where skill-shortages are experienced (from 21 per cent to 16 per cent), this fall has
not occurred in all regions, and in Yorkshire and the Humber and in the Eastern region this SSV
density measure has remained unchanged (at 19 per cent in both regions). There have been
large falls in this measure though in London, the East Midlands, the South East and the South
West: hence where vacancies occur in these regions they are far less likely than they were in
2007 to be hard to fill because of skills shortages.

Table 4.7: Skill-shortage vacancy density measures by region

% of vacancies that SSVs per 1,000
are SSVs employees

Unweighted base 2007 2009 2007 2009
Overall 21% 16% 6 3
Region
Eastern 19% 19% 5 3
East Midlands 21% 13% 5 2
London 26% 18% 8 3
North East 20% 17% 5 4
North West 17% 14% 4 2
South East 22% 15% 7 3
South West 22% 16% 6 3
West Midlands 16% 15% 4 2
Yorkshire and The Humber 19% 19% 5 3

Base: All employment.
Note: Where the change from 2007 to 2009 is statistically significant, the 2009 figure is emboldened.

The presentation of SSV density measures (Table 4.7) does not reveal much variation between
regions. However, when presented in volume terms as in Figure 4.7, differences are more
apparent. The axes of this graph cross at the average volume of skill-shortage vacancies and
the average SSV as a percentage of vacancies, dividing the graph into quadrants grouping
regions with similar patterns of skills shortages.

London has both the highest volume of skill-shortage vacancies and one of the highest SSV
densities (SSVs as a percentage of vacancies) making it evident that London continues to face
greater skills shortages in recruitment than other regions, as it also did in 2007. The East of
England also has both a higher volume of skill-shortage vacancies and a higher SSV density.
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The South East has a large volume of skill-shortage vacancies, but largely because it has the
second highest share of employment: SSVs as a percentage of all vacancies is lower than
average in this region, indicating skill-shortages are frequent but not especially prevalent.

Figure 4.7: Summary of skill-shortage vacancies by region
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4.6 Incidence, volume and density of vacancies, hard-to-fill and skill-shortage
vacancies by Product Market Strategy classification

As shown in Figure 4.8, some variation exists in the incidence of vacancies, hard-to-fill
vacancies and skill-shortage vacancies according to product market strategy positioning, as
defined by the ‘composite quality’ (i.e. the overall quality of products and services, the price
dependency of an establishment’s business model and the extent to which an establishment
‘leads the way’ within their industry)°.

In particular, there is a clear link between both the overall quality of an establishment’s product
market strategy (i.e. the composite quality measure) and their likelihood to have current
vacancies Just seven per cent of employers classified as operating a ‘very low quality’ product
market strategy have current vacancies, yet this proportion rises to 15 per cent of those
classified as operating a ‘very high quality’ strategy. Evidence of the link between skill levels and
product market strategy suggests that establishments are more willing to have vacancies if they
have a high product market strategy because they are less likely to fill vacancies if they cannot
find people with the right skills™.

The incidence of recruitment difficulties (hard-to-fill vacancies and also skill-shortage vacancies
specifically) also increases as the position of an employer in terms of the overall quality of

their product market strategy increases, though the difference is less clear-cut than found for
vacancies.

9  See page 22 for an explanation of how the composite quality measure was derived.
0 For a more detailed discussion around this hypothesis, please refer to: Geoff Mason, Enterprise Product Strategies and
Employer Demand for Skills in Britain: Evidence from the Employers Skill Survey (2004).
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Figure 4.8: Incidence of vacancies, hard-to-fill vacancies and skill-shortage vacancies by
Product Market Strategy positioning
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Base: All commercial “for profit” employers.

Note: ‘Quality’ refers to the overall quality of an establishment’s product market strategy rather than
purely the quality of their products and service. Quality defined using the composite quality variable
(see. page 22 for more details of how it was derived).

Note: Employers giving a “don’t know” response to any component of the composite quality measure
have been excluded from the respective elements of the chart.

Table 4.8 summarises the volume and density of skill-shortage vacancies by product market
strategy classification.

Looking at the proportion of all vacancies where skill shortages are experienced (shown in the
penultimate column in Table 4.8), establishments classified as operating a low quality product
market strategy are more likely to encounter skill shortages in applicants, with around a quarter
(24 per cent) of all vacancies among establishments classified as ‘very low quality’ on the
product market strategy spectrum being hard-to-fill because of a lack of the requisite skills,
qualifications or experience in applicants, compared with 17 per cent among those classified
as ‘very high quality’. However, the difference is not particularly marked.
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Table 4.8: Volume and density of skill-shortage vacancies by product market strategy
classification

% of SSVs
Base Base Number of Numbers vacancies er 1.000
(unweighted) (weighted) Vacancies of SSVs thatare per 7,
SSVs employees
Very low 41,276 470,879 7,425 1,750 24% 3.7
quality
Low quality 113,986 1,229,254 18,950 4,075 22% 3.3
Med'lum 532,116 5,096,859 82,100 16,350 20% 3.2
quality
High quality 559,537 4,993,160 82,650 15,200 18% 3.0
Very high 455,076 3,882,792 69,100 11,450 17% 3.0
quality

Base: All commercial “for profit” employers.

Note: Vacancies and SSVs rounded to nearest 25.

Note: ‘Quality’ refers to the overall quality of an establishment’s product market strategy rather than
purely the quality of their products and services. Quality defined using the ‘composite quality’ variable.
(See page 22 for an explanation for how it was defined).

4.7 The pattern of recruitment difficulties by occupation

Figure 4.9 illustrates how vacancies and recruitment difficulties differ by occupation, showing
the numbers of vacancies, hard-to-fill vacancies and skill-shortage vacancies reported for each
major occupational group.

Employers report the greatest volume of hard-to fill and skill-shortage vacancies in associate
professional occupations, followed by (in order of skill-shortage vacancies) personal services,
skill trades, professional and elementary occupations.

The pattern of recruitment by occupation shows some variation to that seen in 2007. In 2007
vacancies for sales and customer services occupations were among the most common (around
the same number were reported as for elementary occupations, and behind only the number
of vacancies for associate professionals). In 2009 vacancies for sales and customer services
occupations have fallen below the numbers reported for both elementary and personal services
occupations, and are now at similar levels to those seen for administrative occupations.
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Recruitment activity for personal services occupations shows the least change from 2007: the
total numbers of vacancies have fallen from around 62,700 vacancies to 54,700 — a fall that is
much less marked than that observed across all other occupational groups.

Figure 4.9: Overall numbers of vacancies, HtFVs and SSVs by occupation
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Base: All vacancies (weighted 385,675; unweighted 35,310).

Table 4.9 shows SSV density as a proportion of vacancies, and per 1,000 employees by
occupation.
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The number of skill-shortage vacancies relative to employment in that occupation is higher
than average for associate professionals (seven SSVs per 1,000 employees), skilled trades
(six per 1,000) and personal services occupations (five per 1,000), and low for managers

(one per 1,000). For managers this low figure is a reflection of a low number of vacancies, and
the proportion of vacancies where skills shortages are encountered is actually slightly above
average (19 per cent compared with the average of 16 per cent across all occupations).

SSV density (skill-shortage vacancies as a proportion of all vacancies) is particularly high
for skilled trades occupations (where SSVs accounted for 31 per cent of all vacancies) and
professionals (23 per cent). These two occupations also had the highest densities in 2007
(though five to six percentage points higher than in 2009).

Employers in 2009 were least likely to encounter skill shortages when recruiting for sales &
customer services (12 per cent of vacancies were SSVs), elementary occupations (11 per cent),
or administrative occupations (10 per cent).

The decrease in SSV density (SSVs as a proportion of all vacancies) since 2007 observed at

a national level has occurred across all occupational groups. However, the fall in SSV density
has been particularly marked for machine operatives (from 24 per cent in 2007 to 14 per cent in
2009), thus where employers have vacancies for machine operatives they are much less likely
to experience difficulties filling these because of skills-related reasons than had been the case
in 2005 and 2007. Unlike in 2005 and 2007, SSV density for machine operatives is now slightly
below average.

Conversely, two occupational groups — managerial and associate professional — have seen a
relatively minor decrease in SSV density compared with some other groups. While employers
previously reported an SSV density for these two groups that was around average, in 2009 this
was slightly above average (though in each case still two percentage points less than the 2007
SSV density).
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Table 4.9: Vacancies, SSVs and SSV density by occupation

2009 2007
Unweighted base 35,310 5,118 % %
Overall 385,675 63,100 2.7 16 21
('\)/'fzgiaa?:rs and senior 19,750 3,725 0.9 19 21
Professionals 36,825 8,300 3.2 23 28
Associate professionals 64,125 12,700 7.4 20 22
?gggt‘;:;?t"’e and 45525 4,575 1.4 10 12
Skilled trades 28,975 8,900 5.5 31 37
Personal service 54,700 9,125 5.1 17 21
Sales and customer service 46,325 5,475 1.8 12 15
Machine operatives 20,125 2,900 1.9 14 24
Elementary occupations 61,300 6,925 2.1 11 15

Base: All vacancies (weighted 385,675; unweighted 35,310).
Note: Weighted figures rounded to the nearest 25.
Note: Where the change from 2007 to 2009 is statistically significant, the 2009 figure is emboldened.

4.8 The sectoral pattern of recruitment difficulties by occupation

Within some SIC sectors, skill-shortage vacancies are particularly likely to affect specific
occupations. This is shown in Table 4.10. This shows:

» In Agriculture, Construction and Public Administration & Defence, skill-shortage vacancies
are particularly likely to fall within skilled trades.

+ For Health & Social Work and Other Services, a much higher proportion of skill-shortage
vacancies than average are for personal services positions.

+ Retail & Wholesale employers are most likely to be experiencing skill-shortage vacancies
for sales positions.

- Employers in the Hotels & Catering sector are most likely to report skill-shortage vacancies
in relation to elementary positions.

« Financial Intermediation employers are most likely to be experiencing skill-shortage
vacancies for associate professional positions.
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Table 4.10: Profile of skill-shortage vacancies by occupation within sector
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Overall 5,118 63,089 6 13 20 7 14 14 9 5 11 1
Agriculture 59 1,374 3 2 1 0O 48 4 0 10 31 O
Manufacturing 532 4409 6 20 13 4 28 O 11 13 5
Construction 159 2,739 12 11 7 5 49 0 3 9 3 *
Retail and wholesale 484 7,672 8 1 14 7 26 30 9 4 0
Hotels and catering 441 6,347 7 0 2 3 29 2 3 1 5 0
Transport, storage 247 2758 3 1 13 16 4 2 11 48 3 1
and communications
Financial 153 2201 6 1 46 26 0 1 16 0 0 4
intermediation
Business services 851 13,770 8 20 25 11 7 2 9 6 11 1
Public administration 0 4597 7 9 20 11 39 0 2 4 6 0
and defence
Education 481 3,961 1 42 24 5 1 21 1 4 1 0
Health and social 1185 10442 3 21 30 4 1 37 1 * 2 1
work
Other services 351 4605 3 11 32 6 3 35 2 1 8 *

Base: All skill-shortage vacancies.

Notes: Percentages sum to 100 across each row (subject to rounding).

“*’ denotes a figure greater than 0 per cent but less than 0.5 per cent.

Notes: Mining & Quarrying and Electricity, Gas & Water sectors have base sizes of less than 25 and are
therefore not shown.

Note: The names of some occupational classifications have been shortened here, but all still refer to the
nine (one-digit) Standard Occupational Classifications.
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For some SSC sectors, skill-shortage vacancies are concentrated in particular occupational
groups, largely reflecting the occupational structures of establishments’ current workforces.

Employers covered by SummitSkills, IMI, SEMTA and Lantra SSCs are particularly likely to be
experiencing skill-shortage vacancies for skilled trades positions.

Meanwhile, almost half (48 per cent) of skill-shortage vacancies among employers covered
by Skillsmart Retail SSC are for sales & customer services staff; 53 per cent of skill-shortage
vacancies experienced by the hospitality, leisure and tourism employers covered by People
1st SSC are for low skilled, elementary level positions; and 56 per cent of Skills for Care &
Development sector employers’ skill-shortage vacancies are for staff in the personal services
occupational group.
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Table 4.11: Profile of skill-shortage vacancies by occupation within SSC
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% % % % % % % % % % %
Overall 133 2,345 6 13 20 7 14 14 9 5 11
Lantra 51 335 1 13 6 3 34 8 * 14 21
Cogent 38 460 11 12 21 6 2 0 33 14 1
Proskills 65 349 0 1 24 2 54 0 9 4 6
Improve 57 563 7 1 6 6 29 0 13 29 10
Skillfast-UK 295 2,369 19 * 13 11 17 0 13 16 9
SEMTA 36 366 3 32 11 4 30 0 6 11 2
Energy and Utility Skills 239 3,117 7 14 31 4 15 0 * 19 10
ConstructionSkills 67 674 14 21 16 4 31 0 1 10 2
SummitSkills 127 1,629 11 5 5 4 67 0 * 7 1
IMI 223 3,961 3 * 7 6 56 0 16 9 3
Skillsmart Retail 451 6,869 14 2 12 10 9 * 48 * 5
People 1st 178 902 7 * 2 3 27 3 5 1 53
GoSkills 116 1,723 2 1 4 17 2 * 2 69 *
Skills for Logistics 116 1,723 6 * 35 16 8 * 22 5
Financial Services 153 2,201 6 1 46 26 * 1 16 * *
Asset Skills 76 1,710 3 1 10 14 2 11 18 8 31
e-skills UK 186 2,232 8 25 35 8 12 * 10 1 1
Government Skills 101 1,839 2 2 1 13 73 * 2 2 5
Lifelong Learning UK 311 2,273 1 45 35 8 2 6 2 1 *
Skills for Health 797 7,002 1 24 45 3 * 24 * * 2
g';'\'/';:;rmcear:f & 351 3854 5 6 17 5 3 56 2 * 1
Skillset 64 511 2 6 37 4 * 2 46 * 3
gjf‘;”’e and Cultural 50 4194 4 23 51 9 1 £ 2
SkillsActive 76 452 4 * 31 9 10 25 4 * 15
Non SSC employers 511 14,199 6 17 18 8 2 31 5 3 8

Base: All skill-shortage vacancies.

Note: Percentages sum to 100 across each row (subject to rounding).

*” denotes a figure greater than 0 per cent but less than 0.5 per cent.

Note: Skills for Justice sector has a base size of less than 25 and is therefore not shown.

Note: The names of some occupational classifications have been shortened here, but all still refer to the
nine (one-digit) Standard Occupational Classifications.
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4.9 Reasons for hard-to-fill vacancies

So far this chapter has reported the incidence, number and density of hard-to-fill vacancies and
skill-shortage vacancies, and how these vary by size of establishment and occupational group.
In this section, the reasons why employers consider some vacancies hard-to-fill are explored.
Where skill-shortage vacancies exist, the balance between a lack of skills, qualifications and
experience is examined.

Figure 4.10 shows the reasons given by employers for considering vacancies hard to fill.
The results are based on the number of hard-to-fill vacancies (rather than the number

of employers with such vacancies). Employers were first asked to give their reasons
spontaneously (i.e. without being read out a list of possible reasons). Any employers not
reporting skills-related issues were then asked if any of their hard-to-fill vacancies were
proving hard-to-fill due to a lack of skills, experience or qualifications on a prompted basis.
Employers were able to record more than one reason for each hard-to-fill vacancy, hence
results add to more than 100 per cent.

Just over half (52 per cent) of all hard-to-fill vacancies are described as caused, at least in
part, by a lack of skills amongst applicants. A lack of work experience explains, at least in part,
almost a third of all hard-to-fill vacancies (32 per cent) and a lack of qualifications almost a
quarter of all hard-to-fill vacancies (24 per cent).

This balance between skills, experience and qualifications remains broadly unchanged from
2005 and 2007, although there have been small year-on-year increases (of three to six
percentage points compared with 2005) in the proportion of hard-to-fill vacancies caused by
each of these factors.

Overall, almost three-quarters (74 per cent) of hard-to-fill vacancies are the result of a skills-
related reason (i.e. a lack of the required qualifications, skills or experience). This figure
represents an increase from 2007 (71 per cent) and 2005 (70 per cent). Despite this, employers
are no less likely than in 2007 to report other factors as explaining their recruitment difficulties,
an indication therefore that employers in 2009 were more likely to give multiple reasons for
vacancies being hard-to-fill than in 2007. Other common factors explaining hard-to-fill vacancies
include there being not enough interest in the job (identified in relation to 16 per cent of all
hard-to-fill vacancies — an identical proportion to 2007), there being a low number of applicants
generally (13 per cent — an increase of two percentage points from 2007) or poor pay/conditions
attached to the role (13 per cent — an increase of four percentage points from 2007).
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Figure 4.10: Reasons for hard-to-fill vacancies

} Percentages
Applicants not got required skills 52

Lack of work experience- 32
Lack of qualifications- 24
Not enough interest in job- 16
Low number of applicants (generally)- 13

Poor terms and conditions (e.g. pay) 13
Applicants not got required attitude- 9

Shift work | 8

Remote Iocation- 6

Competition from other employers-
Government Iegislation-
Poor career progression-
Not full-time work-

Poor recruitment channels

Unattractive site| 1

Seasonal work| 1

Base: All hard-to-fill vacancies (weighted=85,421; unweighted=6,948; unweighted employer base=3,234).

Figure 4.11 shows how the balance of the component factors of skill-shortage vacancies —
a lack of skills, experience or qualifications — varies by occupation.

As in previous years, a lack of skills is more common than a lack of qualifications or work
experience across all occupational groups. The proportion of skill-shortage vacancies that are
caused by a lack of skills ranges from 64 per cent for skill-shortage vacancies for managers and
senior officials to 82 per cent of skill-shortage vacancies amongst professionals.

A lack of work experience is the next most common cause of skill-shortage vacancies across all
occupations with the exception of professional occupations, where skill-shortage vacancies are
slightly more likely to be caused by a lack of qualifications than a lack of work experience. A lack
of experience amongst applicants is more likely than average to be the cause of skill-shortage
vacancies in managerial, skilled trades and sales & customer services occupations. In each
case just over half of all skill-shortage vacancies are reported to be due at least in part to a

lack of experience.

Skill-shortage vacancies for sales & customer services and machine operative staff were
the least likely to be related to a lack of qualifications (23 per cent in both cases).
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Figure 4.11: Extent to which occupational skill-shortage vacancies are attributed to a lack
of skills, a lack of experience, and/or a lack of qualifications
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Base: All skill-shortage vacancies attributable to an occupational category.

410 Skills lacking in connection with skill-shortage vacancies

Employers were asked which particular skills they found difficult to obtain where skill-shortage
vacancies existed. Figure 4.12 shows results based on the total number of skill-shortage
vacancies (as opposed to establishments with skill-shortage vacancies).

As in previous years, technical, practical and job-specific skills are the most frequently reported
type of skill lacking; over three in five (62 per cent) of all skill-shortage vacancies were linked
with technical, practical and job-specific skill shortages.
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Customer-handling skills, problem-solving skills and team working skills were each cited in
connection with around two in five skill-shortage vacancies (41 per cent, 38 per cent and
37 per cent respectively). Mentions of these ‘softer’ skills in connection with skill-shortage
vacancies had seen significant decreases in 2007 compared with 2005; however in 2009
mentions of these skills have increased to levels even higher than reported in 2005 (2005
figures were 38 per cent for customer-handling skills, 34 per cent for problem-solving skills
and 34 per cent for team working skills).

The hierarchy of skills lacking in applicants remains broadly unchanged from 2007, with the
exception of oral communication skills which was the second most frequently identified in 2007,
but the fifth most common in 2009.

However, there have been increases in mentions of each skill, indicating a greater number of
different skills lacking for each skill-shortage vacancy than in 2007. It is not possible to tell from this
research if this is a result of an increase in inappropriately skilled applicants applying for posts as
unemployment rises, employers being more demanding of the skills they want, or other reasons.

Figure 4.12: Skills lacking where skill-shortage vacancies exist

Percentages
Technical and practical skills 62
41 53
Customer-handling skills 38
Problem-solving skills 9 34 38
. . 37
Team working skills § 34
Oral communication skills i55
Written communication skills 30 34
. 32
M t skill
anagement skills b4
Literacy skills 30
2628
Numeracy skills 3 23
Foreign language skills %o 18
Office/admin skills 14 18
General IT user skills s 16
IT professional skills 10 1315
| 2009 2007 2005

Base: All SSVs (Weighted: 2009=63,089; 2007=130,004; 2005=143,124. Unweighted: 2009=5,118;
2007=10,399; 2005=11,326. Unweighted employer base: 2009=2,450; 2007=4,588; 2005=4,846.)
Notes: Comparable figures are not available for 2003.
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The pattern of skills lacking by occupation is broadly similar to that observed in previous years.

Technical, practical and job-specific skills continue to particularly affect professional, skilled
trades and machine operative occupations. In line with the significant increase in mentions of
these skills at an overall level, they are now identified in connection with around three-quarters
of all skill-shortage vacancies for these three occupations compared with between a half and
two-thirds in 2007.

While some skill shortages particularly affect specific occupations in predictable ways
(managerial skills for managers, customer handling for sales & customer services positions,
office administration skills for administrative staff) these skills often affect other occupations

too, indeed, customer handling skills shortages are more likely to be reported for elementary
than for sales & customer services staff (60 per cent and 56 per cent of SSVs in that occupation
respectively).

Problem solving skills are particularly lacking for professional and for elementary occupations,
and were reported in connection with 45 per cent of skill-shortage vacancies for each
occupation. This represents a significant increase from 2007 where problem-solving skills

were cited in relation to around a quarter of skill-shortage vacancies for these two occupational
groups. The fact that they are seen as particularly affecting these two very different occupations
in 2009 suggests that the nature and/or level of this skill (the problems that they are looking for
these applicants to be able to solve) varies widely.

Team working skills were found to be lacking in the external labour market in over half (54 per
cent) of all instances of skill-shortage vacancies for elementary occupations, again a sharp rise
compared with 2007 (32 per cent).

Foreign language skills were relatively unlikely to be reported as a skill shortage for professional
occupations in 2007 (identified in connection with just one in ten skill-shortage vacancies for this
group). This has now increased significantly to almost three in ten (28 per cent).

Historically employers have reported having problems recruiting staff for elementary
occupations with the required literacy skills. However, in 2009 literacy skills are no more likely
to be identified in connection with elementary occupations than average, and the proportion

of elementary skill-shortage vacancies linked to a lack of literacy skills has decreased by eight
percentage points compared with 2007. However, literacy problems are cited in connection with
more sales & customer services skill-shortage vacancies than was the case in 2007 (41 per
cent in 2009 compared with 32 per cent in 2007).
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Table 4.12: Main skills lacking by occupation where skill-shortage vacancies exist
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Unweighted base 5118 300 1035 1,098 328 614 585 356 331 440
(SSVs)
Weighted base (SSVs) 63,089 3,735 8,303 12,693 4,573 8,908 9,123 5480 2,908 6,932
Unweighted base
(establishments with 2,450 243 338 542 231 394 294 215 156 233
SSVs in occupation)
% % % % % % % % % %
I‘;i‘l’lzn'ca' andpractical o> 69 76 55 51 73 60 51 73 59
S;ﬁ;omer'ha”d“”g 41 40 37 36 49 28 45 56 24 60
Problem-solving skills 38 39 45 28 39 42 38 41 21 45
Team working skills 37 25 31 31 33 41 42 41 26 54
Skriﬁ'scomm“”'cat'on 35 27 17 26 46 38 46 49 27 44
\S’\g;lt;e” communication 5, 59 49 29 47 39 40 45 22 36
Management skills 32 63 29 33 30 37 24 34 11 32
Literacy skills 30 30 14 26 39 35 35 41 20 28
Numeracy skills 26 23 11 21 40 34 27 31 18 29
Office/admin skills 18 19 11 24 40 11 17 22 7 12
Foreign language 18 11 28 13 17 13 19 19 8 30
skills
General IT user skills 16 18 9 16 31 13 15 22 9 11
IT professional skills 15 13 13 15 28 10 12 20 6 19

Base: All skill-shortage vacancies.

Note: Column percentages sum to more than 100 since multiple responses were allowed.
Note: SSVs not attributable to an occupational group have been included in the “Overall” figures,
though have not been included in the more detailed breakdowns.
Note: The names of some occupational classifications have been shortened here, but all still refer to the nine

(one-digit) Standard Occupational Classifications.
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411 Impacts of hard-to-fill and skill-shortage vacancies

The three per cent of employers who reported at least one hard-to-fill vacancy were asked what
impact these vacancies were having on their establishment. Results from this spontaneous
question are presented in Figure 4.13. It separates out the results for employers with and
without skill-shortage vacancies.

An increased workload for staff is the most common impact of recruitment difficulties, and
was reported by three-quarters (75 per cent) of employers with hard-to-fill vacancies. Two in
five (40 per cent) experiencing recruitment difficulties have suffered delays in developing
new products or services as a result, and around a third report increased operating costs
(36 per cent), a loss of business to competitors (33 per cent), difficulties introducing new
working practices (33 per cent) and difficulties meeting quality standards (32 per cent).

Just under a quarter reported having to outsource work as a result of hard-to-fill vacancies
(23 per cent).

Clearly recruitment difficulties have a significant impact on employers, including short-term
financial implications but also long-term issues for product or service development and the
introduction of new working practices. Just one in eleven establishments with hard-to-fill
vacancies said there were no negative impacts as a result of their recruitment difficulties
(nine per cent).

The hierarchy of impacts, illustrated in Figure 4.13, has shown little change in recent years.

As seen in previous years, each of the impacts discussed is slightly more common where
employers face any skills-related recruitment difficulties.
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Figure 4.13: Impact of hard-to-fill vacancies

Percentages

Increase workload for other staff

Delay developing new products
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| B Establishments with hard-to-fill vacancies (base: 3,234 (unweighted)) |

Base: All employers with hard-to-fill vacancies (weighted=50,442; unweighted=3,234).

412 Impacts of hard-to-fill vacancies by sector

Some sector-based differences are apparent when analysing the perceived impact that hard-to-
fill vacancies have on employers.

Public Administration & Defence employers stand out as being the least likely SIC sectors

to report any impacts (80 per cent). They are, however, the most likely to be experiencing
difficulties introducing new working practices as a result of vacancies proving hard to fill

(45 per cent, compared with an all-sector average of 33 per cent), and also difficulties meeting
quality standards (49 per cent, compared with an average of 32 per cent).

In other SIC sectors, the impacts of hard-to-fill vacancies cited by employers were relatively
close to the all-sector averages.
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Table 4.13: Impact of hard-to-fill vacancies by sector
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Overall 3,234 50,442 75 40 36 33 33 32 23 9
Agriculture 69 1,803 78 36 47 41 27 39 37 7
Manufacturing 285 2,861 75 45 37 34 32 30 29 M
Construction 117 2,314 70 42 39 41 22 21 38 12
Retail and Wholesale 404 7,404 77 38 36 40 32 34 20 8
Hotels and Catering 396 7,427 77 36 33 26 36 36 16 10
Transport, Storageand o0 4999 75 39 41 B4 31 42 36 6
Communications
Financial Intermediation 88 1,240 74 39 24 32 32 40 9 15
Business Services 528 10,333 75 48 34 39 31 27 30 10
Public Administration 44 623 73 22 37 1 45 49 10 20
and Defence
Education 301 2,459 77 37 40 18 34 36 27 10
Health and Social Work 556 6,445 78 37 44 24 36 31 25 6
Other Services 263 3978 72 47 34 42 39 39 18 9

Base: All employers with hard-to-fill vacancies (weighted=50,442; unweighted=3,234).
Note: Mining & Quarrying and Electricity, Gas & Water sectors have base sizes of less than 25 and are
therefore not shown.
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By SSC, ConstructionSkills employers have high volumes and densities of skill-shortage
vacancies, but are the sector least likely to report negative impacts of hard-to-fill vacancies:
17 per cent of employers report no impacts at all. This sector is also the least likely to
report hard-to-fill vacancies producing increased workloads for other staff (67 per cent of
employers against the all-sector average of 75 per cent). Skillsmart Retail and Financial
Services employers also report some of the fewest impacts of hard-to-fill vacancies on their
establishments.

Negative impacts of hard-to-fill vacancies were particularly likely to be felt by employers covered
by Creative and Cultural Skills, GoSkills or Energy & Utility Skills (though low base sizes in
some of these SSC sectors should be noted).
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Table 4.14: Impact of hard-to-fill vacancies by SSC
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Overall 137 2670 75 40 36 33 33 32 23 O
Lantra 36 244 78 44 47 42 33 32 29 6
Cogent 36 459 81 35 48 23 40 32 24 4
Proskills 42 244 79 39 24 35 27 36 29 4
Improve 55 542 76 57 45 28 54 28 26 1
Skillfast-UK 110 1,423 69 48 44 52 41 46 27 13
SEMTA 27 237 70 42 32 28 24 22 19 13
Energy and Utility Skills 142 2486 83 36 58 32 39 43 42 3
ConstructionSkills 58 594 67 50 39 37 28 26 41 17
SummitSkills 104 1,500 77 35 43 49 25 21 36 4
IMI 203 4,127 77 40 39 46 35 43 33 6
Skillsmart Retail 404 8027 75 27 28 29 29 27 14 11
People 1st 119 623 77 36 34 27 35 35 17 10
GoSkills 80 1,437 76 42 46 61 37 44 41 5
Skills for Logistics 80 1,437 70 41 34 42 32 38 22 12
Financial Services Skills 88 1240 74 39 24 32 32 40 9 15
Council
Asset Skills 82 1816 78 40 38 39 32 32 23 11
e-skills UK 129 1,902 75 54 32 38 25 27 25 8
Lifelong Learning UK 151 1,107 77 45 44 23 35 38 29 8
Skills for Health 240 2847 81 38 47 23 40 30 30 6
Skills for Care & 278 3429 77 37 39 23 32 33 20 6
Development
Skillset 34 253 82 43 29 26 25 36 22 6
Creative and Cultural Skills 72 770 78 59 24 54 47 33 26 4
SkillsActive 67 399 78 48 34 33 40 48 17 10
Non SSC employers 511 11,776 73 42 33 36 34 31 23 10

Base: All employers with hard-to-fill vacancies.
Note: Findings are not shown for Skills for Justice and Government Skills sectors as unweighted bases
are below 25.

89



National Employer Skills Survey for England 2009: Main report

4.13 Impacts of hard-to-fill vacancies by region

The hierarchy of reported impacts of hard-to-fill vacancies was similar across regions, and in all
regions increased workloads for other staff was by far the most common impact.

Recruitment difficulties in the North East cause particular problems with increased workloads for
other staff (84 per cent), and overall this region had the fewest establishments with hard-to-fill
vacancies saying they were having no impact (just three per cent). In London, half (51 per cent)
reported that hard-to-fill vacancies were leading to delays developing new products or services.

The South East has the most establishments reporting no negative impacts from their hard-to-fill
vacancies (12 per cent), and establishments here report all the specified negative impacts to be
occurring at below average or average levels.

Establishments in the West Midlands also experience lower than average negative impacts
from their hard-to-fill vacancies. It was noticeable that the region had the fewest establishments
with hard-to-fill vacancies saying these were causing delays developing new products/services,
increased costs, difficulties introducing new working practices, or needing to outsource work.

Hard-to-fill vacancies delaying developing new products or services is the impact that varies
most between regions. In the West Midlands this affects only 24 per cent of establishments with
recruitment difficulties, against more than twice that figure (51 per cent) in London. There is also
quite wide variation in hard-to-fill vacancies leading to losing business to competitors — again
this was highest in London (44 per cent of those with hard-to-fill vacancies, compared with

26 per cent of establishments in the South West).
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Table 4.15: Impact of hard-to-fill vacancies by region

) % <
5 2 k7 <
o = g 3 8 O o0 ODOw 8’ n 2
* ® ® o o 95 £8 &7
= O — Q
8 @ Oy £ c c o 085 ¢ o
X8 a8 £ £2 30 235 3
o) —~ xS Zo T £ g Te ECc S o
Q S on 2 o S s 25 o8 o c
< Q2 S = 0O o 20 = o & o
> £ 52 2w o 245 £fo g 5 z
) > € 58 ©- ©° oS 5& ©
s S 9o o8 3 n 0% JE= o
S = 3 >8 » 90§ £E6 ES5 X
S wg £ J5 2° 0 s
£ a g ° & Z
= =
% % % % % % % %
Overall 3,234 50,442 75 40 36 33 33 32 23 9
Region
Eastern 406 6,473 73 39 31 32 32 32 20 11
East Midlands 275 3,668 77 44 39 34 36 33 30 10
London 570 9,346 75 51 41 44 43 40 28 7
North East 228 2,023 84 45 33 34 42 39 26 3
North West 382 5,522 81 41 36 33 37 33 26 8
South East 443 8,641 72 40 32 32 27 25 20 12
South West 383 6,243 71 31 36 26 23 24 19 11
West Midlands 254 3,987 74 24 29 28 21 27 15 11
Yorkshireandthe o5 4539 79 41 42 32 39 41 29 8
Humber

Base: All employers with hard-to-fill vacancies.
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414 Actions taken to overcome hard-to-fill vacancies

In line with previous years, the vast majority of those experiencing recruitment difficulties had
taken at least some steps to try to overcome these problems — that said the proportion that
have done nothing has increased from 13 per cent in 2007 to 16 per cent in 2009.

The most common actions taken by employers to overcome recruitment difficulties remain
increasing advertising and recruitment spend (41 per cent) and using new recruitment methods
or channels (25 per cent).

Compared with 2007, employers in 2009 were slightly less likely to take the ‘spend more’
approach (44 per cent in 2007) and slightly more likely to opt for trying new methods or
channels (23 per cent in 2007), perhaps indicative of the recession leading to fewer employers
being able to spend their way out of recruitment difficulties.

Employers also use training as a means to compensate for or overcome hard-to-fill vacancies:
nine per cent of establishments with hard-to-fill vacancies have increased training given to
existing staff, and seven per cent have increased spending on trainee programmes. These
figures have not changed substantially since 2007 (when 10 per cent and seven per cent
respectively of firms with hard-to-fill vacancies responded in these ways).

Establishments with skills-related recruitment difficulties are more likely than those with more
general recruitment problems to have taken any action to attempt to overcome the difficulties
(86 per cent and 84 per cent respectively). On specific measures, this difference is most
pronounced for using new recruitment methods: 27 per cent of establishments with skill-
shortage vacancies have tried this compared with 19 per cent of those with non-SSV
hard-to-fill vacancies.
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Figure 4.14: Actions taken to overcome hard-to-fill vacancies

90 ;
80 1

70

70 1
60 -
50 -
40 1
30 1
20 -
10

Percentages

0 - T
Managers Professionals Associated Administrative  Skilled Personal Salesand Machine Elementary
professionals trades services customer  operatives

Unweighted services

base (SSVs in 300 1,035 1,098 328 614 585 356 331 440
occupation)
Weighted base 3735 8,303 12,693 4,573 8,908 9,123 5,480 2,908 6,932
(SSVsin

occupation)
Unweighted base 243 338 542 231 394 294 215 156 233

(employers with

SSVsin . . e
occupation) | M Skills 1 Experience Qualifications |
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5 Skills Gaps

-
Chapter summary

Skills gaps exist where employers consider that employees are not fully proficient at their
job. The proportion of establishments reporting skills gaps has risen for the first time since
2003 (from 15 per cent in 2007 to 19 per cent), having previously fallen year on year from
2003 to 2007. However, the density of skills gaps (that is, the overall proportion of the
workforce that are not fully proficient at their job) has remained constant (seven per cent
in 2009 versus six per cent in 2007).

Where staff are described as not being fully proficient this is most commonly a temporary
or interim problem caused by a lack of experience and/or related recruitment and staff
turnover difficulties. These skills gaps would be expected to reduce with time. But there

is more employers could do to expedite this process, given that a quarter of all skills gaps
are attributed to a lack of training or development.

Occupationally, ‘lower level occupations (where demand for skills is theoretically lower)
continue to be more likely to suffer proficiency problems in both numeric and density
terms. That is, a higher proportion of the workforce in sales and customer services
positions (10 per cent) and elementary occupations (nine per cent) lack proficiency than in
more senior occupations, such as managerial and professional occupations (both six per
cent). More than a third of all staff described by employers as lacking proficiency work in
sales or elementary positions (35 per cent), despite their accounting for just over a quarter
(27 per cent) of all employment.

By far the most common impact of skills gaps on an establishment is increased workload
for other staff. But beyond that, almost a third of employers with skills gaps report that
they have led to increased operating costs, almost a fifth had lost business or turned
business away, and the same proportion had been forced to delay developing new
products or services as a result of a skills gaps.

As in 2007, where proficiency problems are reported, a wide range of skills is lacking,
spanning both hard skills (technical and practical) and soft skills (such as customer
handling, oral communication and team working skills).

Employers most commonly react to skills gaps by increasing the amount and/or spend
on training activity, yet almost one in ten employers with skills gaps had done nothing to
attempt to resolve them.
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51 Introduction

This section looks at the extent to which employers are experiencing skills deficiencies or gaps™
among their existing workforce, and focuses on the incidence, number, distribution, profile and
causes of skills gaps, and the range of skills described as lacking. It also examines the impact
that skills gaps are having and the actions employers are taking to overcome them.

5.2 Trends since 2003 in the incidence and number of skills gaps

Nineteen per cent of establishments in 2009 reported that they employed staff whom they
considered not fully proficient, amounting to around 1.7 million workers or seven per cent of
the total workforce in England.

The proportion of establishments reporting that they employ staff lacking proficiency has risen
for the first time in the NESS series (from 15 per cent in 2007 to 19 per cent) after having
previously fallen with each survey from 2003 to 2007. The level now exceeds that seen in
2005 but is still lower than that recorded in 2003 (22 per cent).

The proportion of staff that lack proficiency has remained constant since 2007 (seven per cent
in 2009 versus six per cent in 2007), but is lower than at the start of the series (NESSO03:
11 per cent).

" Skills gaps are defined in terms of staff not being fully proficient. In the survey, respondents were asked to indicate for each
major standard occupational category (SOC) in which they employed staff (defined at one-digit SOC level) how many were fully
proficient at their job. If respondents asked for clarification, then a proficient employee was described as ‘someone who is able
to do their job to the required level’. Implications of this are discussed in Annex D.

It should be noted that the survey categorises staff as either fully proficient or not. While from a policy perspective there is
clearly interest in raising the skill levels of the workforce, NESS survey data only identifies changes over time in the proportion
of staff identified as fully proficient, not improvements in the skills levels of staff who remain below full proficiency.
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Table 5.1: Skills gaps, 2003—-2009

2003 2005 2007 2009
P.ercenta.ge of establishments 299, 16% 15% 19%
with a skills gap
Per.centagel of staff described as 1% 6% 6% 7%
having a skills gap
Number of staff described as 24 milion 1.3 million 1.4 million 1.7 million

having a skills gap

Source: NESS03, NESS05, NESS07, NESSO09.
Base: First row all employers; second and third rows all employment.
Note: Where the change from 2007 to 2009 is statistically significant, the 2009 figure is emboldened.

5.3 The incidence, number, density and distribution of skills gaps by establishment
size

The proportion of employers reporting any skills gap has increased across all sizes of
employer compared with 2007. While the percentage point increase is greatest among the
largest establishments, this is a function of the fact that the incidence of skills gaps is greater
among these establishments; the actual percentage increase is broadly consistent across all
establishment size bands (see Table 5.2).

While the incidence of skills gaps increases with the size of establishment (Table 5.2, column
A), the proportion of staff described as having a skills gap (Table 5.2, column C) is broadly
consistent in terms of establishment size, other than at the extremes: four per cent of the
workforce employed by the smallest establishments were described as not fully proficient
compared with nine per cent among employers with more than 200 employees.

While across most size bands the share of skills gaps (Table 5.2, column E) is more or less in
line with the proportion of the workforce they employ (Table 5.2, column D), large employers
(those with 200 or more employees) account for a disproportionately high share of skills gaps
with the effect most marked among those with 500+ staff. These establishments account for

16 per cent of employment but 20 per cent of all skills gaps. The converse is true for those with
fewer than 100 staff, most notably among those employing fewer than five staff, where the share
of all skills gaps (five per cent) is much lower than their share of employment (nine per cent).
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Table 5.2: Incidence, number, density and distribution of skills gaps by size of
establishment

A B C D E
%o of en:‘l:lgyzeerso:ot "f)e:i:tt:;f Share of
es.tablishme.nts fully proficient as having Share of all skills
with any skills . . employment
(i.e. number of skills gaps
9aps skills gaps) gaps
2007 2009
% % % % %
Overall 15 19 1,702,500 7 100 100
Size:
Fewer than 5 8 10 90,300 4 9 5
5to0 24 21 26 359,300 7 23 21
2510 99 30 39 380,700 7 25 22
100 to 199 39 48 195,100 7 11 11
200 to 499 42 55 331,300 10 15 19
500+ 48 59 345,700 9 16 20

Base: First two columns all employers, remainder all employment.
Note: The number of employees not fully proficient has been rounded to the nearest 100.

Note: Where the change from 2007 to 2009 is statistically significant, the 2009 figure is emboldened.

54 The number, density and distribution of skills gaps by occupation

There has been little change from 2007 in skills gap density by occupation. It remains the case
that people employed in what are traditionally described as unskilled or semi-skilled occupations
(elementary and sales & customer services positions) are the most likely to be described as
lacking full proficiency, while those in more highly skilled occupational areas, such as managers
and professionals, are the least likely to be described as having skills gaps.

The occupation profile of staff lacking proficiency has remained relatively stable over time,
though the proportion of staff with skills gaps that fall within managerial positions is higher in
2009 (14 per cent) than found previously.

Table 5.3 illustrates trends in the distribution of skills gaps over time by occupation. The table
presents row percentages that sum to 100 per cent (subject to rounding).
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Table 5.3: Distribution of skills gaps by occupation 2003-2009

L)
p »
c [72]
a 2 g g § &2
©» 8 o & § T wE ® 2
. o o 2 o o e £ 9 o 8
Row Number of skills o = o ¥ & o P2 o ¢
® A 5 2 5 = w5 O ©
percentages gaps (000s) 5 “q"’_, ° £ @ z % £ o £
= 5 3 £ § 3 68 £ @
a B <« O 3 3 ¢
<
% % % % % % % % %
Total 2003 2,400 12 10 8 13 8 6 19 8 16
Total 2005 1,265 11 7 6 12 8 9 19 8 20
Total 2007 1,361 12 9 7 14 8 7 19 7 17
Total 2009 1,702 14 9 7 13 8 9 18 7 17

Base: All skills gaps.

Note: Percentages sum to 100 per cent in each row (subject to rounding).

Note: Where the change from 2007 to 2009 is statistically significant, the 2009 figure is emboldened.
Note: The names of some occupational classifications have been shortened here, but all still refer to the
nine (one-digit) Standard Occupational Classifications.

Not only are skills gaps most likely to occur among sales & customer services and elementary
positions in absolute numeric terms, but the density of skills gaps is highest among these
occupations: 10 per cent of sales & customer services staff and nine per cent of those
employed in elementary positions were described as lacking full proficiency. Over a third of all
staff described by employers as lacking proficiency work in elementary and sales & customer
services occupations (35 per cent), despite their accounting for just over a quarter (27 per cent)
of all employment.

Table 5.4 shows the total employment within each occupation and the number of workers

in each major occupational category described as not fully proficient, the proportion of each
occupation described as not fully proficient, and each occupation’s share of total employment
and of all skills gaps.
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Table 5.4: Incidence, number, density and distribution of skills gaps by occupation

A B C D E
Number of
Total employees not % of staff
fully proficient, reported as Share of Share of all
employment . . . .
. i.e. number having skills employment skills gaps
(‘000s) .
of skills gaps gaps
(‘000s)
% % %

Overall 22,977 1,702 7 100 100
Occupation
Managers 4,219 233 6 18 14
Professional 2,575 147 6 11 9
Associate 1,721 17 7 7 7
Professional
Administrative 3,207 219 7 14 13
Skilled trades 1,612 135 8 7 8
Personal 1,797 148 8 8 9
service
Sales and
Customer 3,041 31 10 13 18
Service
Machine 1,571 11 7 7 7
operatives
Elementary 3,233 282 9 14 17

Base: First four columns all employment, final all skills gaps.
Note: The number of employees not fully proficient has been rounded to the nearest 1,000.
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By size, over a quarter (27 per cent) of skills gaps among the smallest employers fall within
managerial occupations. This high incidence of skills gaps among managers in these
establishments simply reflects the fact that a very high proportion of all staff in establishments with
fewer than five employees have managerial positions (47 per cent) — the proportion of managers
in the smallest establishments described as not being fully proficient is actually significantly lower
(at three per cent) than in those where five or more staff are employed (six per cent).

Half of all skills gaps in establishments with 500+ staff are accounted for by those in managerial,
professional or administrative roles. Small establishments (with fewer than 25 staff) are
relatively more likely to have skills gaps for skilled trades staff and relatively less likely to

have skills gaps for machine operatives.

Table 5.5: Distribution of skills gaps by occupation within size for 2009

] (0]

2 o 2 g 5 £
Number ¢ 2 228 % v 2 3T S 08 £
ofskils & 2 |2 & & § S =2 £
Row percentages @ w o0 2 o - 05 S® ¢
gaps S & 28 £ @ g 2eEss E
os) = © <% £ E § 68 =8

o e (/2] b 5

o (8]
% % % % % % % % %
Overall 1,702 14 9 7 13 8 9 18 7 17

Size

Fewer than 5 90 27 3 4 16 14 6 17 3 10
5to0 24 359 13 4 5 11 10 9 24 4 20
25t0 99 381 10 6 6 9 8 13 19 6 23
100 to 199 195 12 11 7 12 7 8 18 7 17
200 to 499 331 13 9 9 14 6 7 20 8 14
500+ 346 17 15 8 18 5 7 11 9 10

Base: All skills gaps.

Note: Percentages sum to 100 per cent in each row (subject to rounding).

Note: The names of some occupational classifications have been shortened here, but all still refer to the
nine (one-digit) Standard Occupational Classifications.
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5.5 The incidence, number, density and distribution of skills gaps by sector

The incidence of skills gaps is highest in Hotels & Catering (26 per cent), Education
(25 per cent), Health & Social Work and Public Administration & Defence (both 23 per cent).

The density of skills gaps in the Hotels & Catering sector is also higher than average
(11 per cent compared to the all-sector average of seven per cent) and its share of all skills
gaps (10 per cent) is considerably higher than its share of employment (six per cent).

Otherwise, the number of staff not fully proficient is fairly consistent with the size of sector
(i.e. each sector’s share of all skills gaps closely matches their share of total employment).
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To a large extent, the occupational distribution of skills gaps within SIC sector reflects employment
patterns. For example, employers within the Education sector were more likely to report skills gaps
within professional occupations, Agricultural and Construction employers have a high proportion
of skills gaps falling within skilled trades occupations, employers in Retail & Wholesale report

high concentrations of skills gaps among sales & customer services staff, and employers in the
Manufacturing and Transport, Storage & Communications sectors are particularly likely to identify
skills gaps among machine operatives. These results are shown in Table 5.7.

Table 5.7: Distribution of skills gaps by occupation within sector

o)) (/]
2 .2 2 8 % % >
7) © [ g ]
Number of "!;’, s &5 S ® g 9 29 g
skilsgaps & @ 88 2 T T o5 SE ¢©
©os) &5 & 848 £ 2 5 gEIg §
= o <9 £ 3 9 08 =8
o 8. g O o 4
o )
Row percentages
% % % % % % % % %
Overall 1,702 14 9 7 13 9 9 18 7 17
Agriculture 18 15 2 2 7 29 * 2 13 30
Mining and quarrying 2 13 39 4 7 16 0 1 18 2
Manufacturing 204 13 7 8 8 18 * 8 24 14
Electricity, gas and 9 26 4 6 20 22 0 1 9 1
water
Construction 77 16 4 5 11 44 * 3 5 12
Retail and wholesale 293 11 1 2 7 8 * 50 5 16
Hotels and catering 165 9 1 * 3 5 1 17 1 63
Transport, storage and 89 13 5 4 11 3 1 22 27 13
communications
Financial intermediation 82 14 10 12 25 * * 38 * 1
Business services 298 20 15 13 17 7 1 14 4 10
Public administration 59 29 9 21 30 3 4 7 1 5
and defence
Education 110 11 36 9 12 2 19 2 * 9
Health and social work 212 12 9 7 18 2 42 2 2 5
Other services 92 14 5 6 20 8 11 15 2 19

Base: All skills gaps.

Note: Percentages sum to 100 per cent in each row (subject to rounding).

" denotes a figure greater than O per cent but less than 0.5 per cent.

Note: The names of some occupational classifications have been shortened here, but all still refer to the
nine (one-digit) Standard Occupational Classifications.
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A number of general themes emerge in regard to sectoral concentrations of skills gaps
compared to occupational employment.

- Arelatively low proportion of managers were described as lacking in proficiency in the vast
majority of sectors. Employers in the Agriculture, Construction, Retail & Wholesale, Hotels &
Catering and Other Services sectors in particular reported a disproportionately low share of
managers with gaps relative to employment.

« There is a particular concentration of skills gaps in skilled trade occupations in the
Agriculture, Mining & Quarrying and Construction sectors.

* A number of sectors have particular concentrations of skills gaps within their sales
& customer services staff, particularly the Hotels & Catering, Transport, Storage &
Communications, Financial Intermediation, and Public Administration & Defence sectors.

- Employers in the Agriculture and Construction sectors have particular concentrations of skills
gaps among elementary occupations.
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Table 5.8 shows sectors in which the proportion of skills gaps is disproportionately high or low
compared with employment within that sector. Figures in brackets show the proportion of
skills gaps falling within that occupation and the comparative proportion of employment within
that same occupation.

5.6 The incidence, number, density and distribution of skills gaps by SSC sector

It is possible to group the SSC sectors by the nature of the skills issues their employers are
facing, as follows:

+ Those with particular skills challenges, where the incidence and density of skill gaps is higher
than average. This covers: People 1st, Improve Ltd, SEMTA, Skillsmart Retail, Financial
Services, SkillsActive, Skills for Health, Energy and Utility Skills and SummitSkills. Skills gaps
appear particularly acute for employers covered by People 1st.

«  Those where the incidence of skills gap is average or below average, but where the density
is above average: hence where skills gaps exist, skills issues are particularly ‘concentrated’.
Employers covered by e-skills UK and GoSkills SSCs fall into this group.

+ Those with higher than average incidence of staff lacking proficiency but where the
actual density of skills gaps is no higher than average: where there are skills issues they
affect relatively few staff. This covers employers falling within the following SSC sectors:
Government Skills, Cogent, Skills for Care and Development, Lifelong Learning UK and
Skills for Justice.

« Those where the incidence and density of skills gaps closely matches the all-sector average.
Employers covered by IMI (automotive) and Proskills fall into this group.

« Those less affected by skills issues than average. This covers Skillset, Skillfast-UK, Skills for
Logistics, Lantra, ConstructionSkills, Asset Skills and Creative and Cultural SSC employers.
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Table 5.9: Incidence, number, density and distribution of skills gaps by SSC sector

Number of
employees not
fully proficient
(i.e. number of

% of
establishments
with any skills

% of staff
reported Share of  Share of all
as having employment skills gaps

gaps skills gaps) skills gaps
Row Column
percentages percentage

% % % %
Overall 19 1,702,461 7 100 100
Lantra 15 26,500 6 2 2
Cogent 23 22,100 7 1 1
Proskills 19 29,900 7 2 2
Improve 23 31,800 10 1 2
Skillfast-UK 16 11,600 6 1 1
SEMTA 23 119,300 10 5 7
Energy and Ultility Skills 22 16,900 8 1 1
ConstructionSkills 14 72,900 6 5 4
SummitSkills 21 21,100 8 1 1
IMI 20 31,400 7 2 2
Skillsmart Retail 22 189,400 8 10 11
People 1st 26 179,600 11 7 11
GoSkills 15 20,000 8 1 1
Skills for Logistics 16 95,400 6 7 6
Financial Services 22 82,100 8 4 5
Asset Skills 13 73,100 7 4 4
e-skills UK 16 50,800 8 3 3
Government Skills 29 21,800 6 2 1
Skills for Justice 21 10,900 3 1 1
Lifelong Learning UK 22 74,800 6 5 4
Skills for Health 22 131,400 8 7 8
SR s w1 4
Skillset 16 16,500 7 1 1
Creative and Cultural 11 11,300 6 1 1
SkillsActive 22 20,400 8 1 1
Non-SSC employers 18 271,200 6 19 16

Base: First column all establishments, remainder all employment.
Notes: The number of employees not fully proficient has been rounded to the nearest 100.
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Table 5.10: Distribution of skills gaps by occupation within SSC sector

% 3 » E @ 5 'g g _ T = 0 2

587 5 & =85 £ F Eg 588 Ef 2

28,8 & 9 8% 2 5 3% 9% 58 ¢

EEe 5 & §g § & 59 538 83 §

2% = ¢ <9 E £ 2% 0c” 25 J

o o (72

% % % % % % % % %

All 1,702 14 9 7 13 8 9 18 7 17
Lantra 26 13 4 4 9 23 8 9 9 21
Cogent 22 14 6 4 12 1 ! 22 21 11
Proskills 30 13 2 4 9 17 * 9 26 20
Improve 32 10 1 2 6 4 - 3 35 39
Skillfast-UK 12 13 2 6 12 4 - 22 21 21
SEMTA 119 13 9 11 8 23 * 5 23 9
Energy & Ultility Skills 17 15 5 3 28 23 - 9 9 9
ConstructionSkills 73 20 9 13 12 25 * 3 8 9
SummitSkills 21 12 2 3 10 61 ! 3 2 6
IMI 31 12 1 2 12 37 * 24 6 6
Skillsmart Retail 189 10 1 2 4 2 * 63 1 16
People 1st 180 10 1 1 3 5 1 18 1 60
GoSkills 20 13 4 5 11 4 * 18 42 3
Skills for Logistics 95 15 3 3 14 4 * 17 22 22
Financial Services 82 14 10 12 25 * * 38 ! 1
Asset Skills 73 17 7 12 23 6 2 9 1 23
e-skills UK 51 16 29 11 12 5 1 22 1 3
Government Skills 22 27 9 20 34 2 * 3 2 2
Skills for Justice 11 13 6 38 22 1 14 2 - 3
Lifelong Learning UK 75 12 44 9 15 2 7 4 * 7
Skills for Health 131 15 10 7 23 1 36 1 2 5
Skills for Care and Development 70 11 5 5 9 4 57 3 * 6
Skillset 16 13 18 16 11 5 3 28 1 4
Creative and Cultural 11 21 6 1" 13 5 1 31 2 10
SkillsActive 20 11 3 6 11 10 17 14 1 28
Non-SSC employers 271 16 12 8 16 4 16 15 3 10

Base: All skills gaps. Note: Percentages sum to 100 per cent in each row (subject to rounding).

“* denotes a figure greater than 0 per cent but less than 0.5 per cent. Figures in italics denote base sizes

of 25 to 49 and should be treated with caution. ‘" denotes a finding based on fewer than 25 interviews.

Note: The names of some occupational classifications have been shortened here, but all still refer to the

nine (one-digit) Standard Occupational Classifications.
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Table 5.10 shows how skills gaps are distributed by occupation within SSC sector, and presents
row percentages that sum to 100 per cent (subject to rounding).

As with the analysis of skills gaps by broad industry sector, the distribution of skills gaps by
SSC sector tends to reflect employment patterns. For example, employers within the Lifelong
Learning UK SSC sector were more likely to report skills gaps within professional occupations,
Summitskills employers have a high proportion of skills gaps falling within skilled trades
occupations and Skillsmart Retail employers are more likely than average to report skills

gaps among sales & customer services staff.

Table 5.11 shows SSC sectors in which the proportion of skills gaps is disproportionately high or
low compared with employment within that SSC sector. Figures in brackets show the proportion
of skills gaps falling within that occupation and the comparative proportion of employment within
that same occupation.

A number of general themes emerge in regard to SSC sectoral concentrations of skills gaps
compared to occupational employment.

+ Relatively few managers were described as lacking in proficiency in the vast majority of
sectors. Lantra, SummitSkills and People 1st SSC sector employers in particular reported
a disproportionately low share of managers with gaps relative to employment.

+ Employers covered by GoSkills SSC sector have particular concentrations of skills gaps
within their sales and customer services staff.

« Employers covered by Proskills UK SSC sector have particular concentrations of skills gaps
among their elementary occupations.
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Table 5.11: SSC sectors with a disproportionately high or low proportion of occupational
skills gaps compared with employment

Disproportionately HIGH Disproportionately LOW
share of employees with share of employees with
gaps relative to employment gaps relative to employment

Lantra (13% v 29%)
Managers SummitSkills (12% v 24%)
People 1st (10% v 18%)
Government Skills (9% v 16%)
Skills for Justice (6% v 11%)
Creative and Cultural Skills
(6% v 11%)
Associate Professionals Skillfast-UK (6% v 3%) Skills for Health (7% v 14%)

Energy and Utility Skills
(28% v 17%)

Professionals

Administrative

Skillfast-UK (4% v 8%)

Skilled Trades GoSkills (4% v 9%)

Personal Services Skills for Justice (14% v 4%)

GoSkills (18% v 7%)
Non-SSC employers (15% v

Sales and Customer
Services

7%)
. . Energy and Utility Skills
Machine Operatives (9% v 21%)
Elementary Proskills UK (20% v 13%) GoSkills (3% v 8%)
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5.7 The incidence, number, density and distribution of skills gaps by region

Employers in the South West are the most likely to be experiencing skills gaps (22 per cent),
followed by those in the South East (21 per cent), North East and West Midlands (20 per cent).
The lowest incidences of of employers with skills gaps were reported in London, the Eastern
region and Yorkshire and the Humber (each 17 per cent).

The South West also has the highest proportion of staff described as having skills gaps (nine
per cent), followed by the South East and the West Midlands (both eight per cent). In contrast,
just six per cent of staff in Yorkshire and the Humber and the North East are felt to lack
proficiency.

The proportion of establishments with any skills gaps in London has remained at the same level
found in 2007 (17 per cent), but the increase nationally in the incidence of skills gaps means
that, whereas previously the incidence of skills gaps was higher than average in London, it

is now lower than average. The picture is quite different in the West Midlands: in NESS07

the incidence of skills gaps in this region was below average (14 per cent), but is now above
average (20 per cent).

Table 5.12 shows how the incidence and density of skills gaps varies by region. It also shows
(in the final two columns of data) the profile of skills gaps by region and compares this with the
profile of employment.
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Table 5.12: Incidence, number, density and distribution of skills gaps by region

% of errrl‘l:l?ybeeersor:ot % of staff Share of
estab.llshments fully proficient rep_orted _as Share of all skills
with any . having skills employment
skills gaps (i.e. _number of gaps gaps
skills gaps)
Row Column
percentages percentages
2007 2009 2007 2009
% % % % % %
Overall 15 19 1,702,500 6 7 100 100
Eastern 15 17 160,900 6 7 10 9
East Midlands 15 18 136,900 6 7 8 8
London 17 17 290,800 7 7 18 17
North East 19 20 61,300 6 6 5 4
North West 14 19 209,000 6 7 13 12
South East 15 21 302,800 6 8 16 18
South West 16 22 202,500 6 9 10 12
West Midlands 14 20 196,400 5 8 10 12
E‘l’f:;f::e andthe 4, 47 141,900 5 6 10 8

Base: First two columns all establishments, remainder all employment.
Note: The number of employees not fully proficient has been rounded to the nearest 100.
Note: Where the change from 2007 to 2009 is statistically significant, the 2009 figure is emboldened.

Regional comparisons for 2009 are summarised in Figure 5.1, which plots skills gap density on
the vertical scale (i.e. the number of skills gaps as a percentage of employment within the region)
and the volume of skills gaps on the horizontal scale.

Figure 5.1 shows that the South East has the highest number of skills gaps in combination with
an above average skills gap density. The North East has the lowest number of skills gaps in
absolute numeric terms as well as a below average skills gap density. While the South West
and the West Midlands have a broadly similar number of skills gaps overall, the South West
has a smaller workforce, and hence the density of skills gaps is much greater. London has a
relatively high number of staff lacking proficiency but a lower than average proportion of staff
with skills gaps: the volume of skills gaps shown for this region relates to the large size of its
workforce.
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Figure 5.1: Skills gap density and volume of skills gaps by region 2009
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Occupationally, all regions display the national pattern, with a higher proportion of skills gaps

in sales & customer services and in elementary positions than the proportion of employment

in these two groups. The concentration of gaps within sales & customer services employees

is particularly strong in the North West where this occupation accounts for almost a fifth of all
skills gaps in the region (19 per cent compared with 12 per cent of employment) and in London
(20 per cent of skills gaps compared with 14 per cent of employment). Employers in the North
East, South West and Eastern regions were particularly likely to report internal skills deficiencies
among their elementary staff: in each region this occupational group accounts for a fifth

(20 per cent) of all skills gaps (compared with 14 to 16 per cent of employment).

All regions follow the national pattern of fewer skills gaps falling within managerial occupations
than would be anticipated by this occupation’s share of employment. The same is true for
professional occupations.

Table 5.13 shows how skills gaps are distributed by occupation within region, with the profile
of employment in brackets for comparison. Table 5.13 presents row percentages that sum to
100 per cent (subject to rounding).
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Table 5.13: Distribution of skills gaps by occupation within region (and employment
profile comparisons)

(] (0]
® 2 ¢ 9 8§ 8
Number ¢ € % £ § 7 2Z o8 T
ofskils & <2 gL & 5 § ®©® =2 £
© 8 o4 2 s = S8 ¢
gaps s Q oo £ @ P < ES8SGQ g
os) = ©° <% E E ¢ #2283
o . g n 5 a
o o
% % % % % % % %
Skills gaps (profile 1702 14 9 7 13 8 9 18 7 17
of employment) ’ (18) (11) (7) 14) () @6 (13) (7)) (14
14 6 8 14 8 9 18 5 20
Eastern 161
(18) (10) (8 (14) (7) (8) (13) (7) (16)
12 9 5 14 7 8 16 12 18
East Midlands 137
(17) (10) (6) (14) (8) (8 (1) (9 (16)
15 13 10 14 3 5 20 4 16
London 291
(21) (16) (10) (15) 4) (B5) (14) ) (12)
14 5 9 11 9 8 14 8 20
North East 61
(16) (10) (9 (14) () (@B) (1) (9 (14)
13 6 8 13 11 8 19 6 17
North West 209
(17) (10) () (14) () O (12) (7) (16)
14 8 6 13 8 11 21 5 14
South East 303
(19) (10) (7) (13) (8) (9 (15 (6) (13)
12 9 5 9 10 9 18 7 20
South West 203
(18) (11) () (13) (9 (@B) (14) (7) (14)
14 9 6 12 9 9 16 10 15
West Midlands 196
(18) (11) () (13) (8) (8) (13) (9 (13)
Yorkshire and the 142 14 8 5 15 9 10 16 8 16
Humber 17)  (9) (7) 14) 8) (9 @(13) (9 (@15

Base: All skills gaps (in brackets all employment).

Note: Percentages sum to 100 per cent in each row (subject to rounding).

Note: The names of some occupational classifications have been shortened here, but all still refer to the
nine (one-digit) Standard Occupational Classifications.
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5.8 The causes of skills gaps

As in previous years, a lack of experience and staff having been recently recruited is by far the
most common cause of skills gaps, with 71 per cent of all skills gaps being attributed, at least in
part, to this cause.

Two other factors relating to recruitment — high staff turnover and recruitment problems — are
also quite common causes (explaining at least in part 13 per cent and 11 per cent of skills gaps
respectively). In both cases the underlying implication is that experienced staff have left and
employers have had to fill these positions with people who do not have the requisite skills.

Employers’ failure to provide (adequate) training for their staff is reported to be a contributing
factor to a quarter (25 per cent) of all skills gaps, though as in previous years, employers were
slightly more likely to attribute skills gaps to staff lacking motivation or interest in training and
developing their skills (a contributory factor in 29 per cent of skills gaps).

The hierarchy of causes remains the same as that observed throughout the NESS series.

The main causes of staff not being fully proficient are presented in Figure 5.2. Results are
based on skills gaps rather than establishments with gaps: the figure shows what proportions
of skills gaps are caused by the various factors reported by employers. Respondents could
give more than one cause for skills gaps within each occupation.
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Figure 5.2: Main causes of skills gaps

Percentages

Lack of experience/
recently recruited 71

Staff lack motivation 29

Failure to train and
develop staff 25

Inability of the workforce to keep 25
up with change

High staff turnover 13

Recruitment problems 11

Base: All skills gaps followed up (unweighted 158,759, weighted 1,369,233).

Relatively few skills gaps in the smallest establishments were described as being caused by
recruitment-related issues: only five per cent are explained by high staff turnover, and only
seven per cent by recruitment problems.

As in 2007, the causes of skills gaps vary by occupation. While a lack of experience/staff being
recently recruited is the most common cause of skills gaps for all occupational groups, the
secondary reasons vary. For managerial staff the second most common cause of skills gaps

is the companies’ own failure to train (explaining, at least in part, 34 per cent of managerial
skills gaps), while just over a third (34 per cent) of professional skills gaps were attributed,

at least in part, to the inability of the workforce to keep up with change. For sales & customer
services staff, personal services staff and those employed in elementary occupations, a lack
of motivation was the second most common cause of skills gaps.
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5.9 Skills lacking

A critical issue for policy-makers — and employers — is the nature of the skills employers see
as lacking among their staff. To this end, employers who had any staff lacking proficiency were
read a list of types of skills and asked, for each occupation, which skills were lacking.

For all the skills read to respondents (see Table 5.15), the incidence of gaps is higher than in
previous years, indicating that where skills gaps exist, employers report a greater range and
number of skills as lacking. This phenomenon may be linked to the recession, with for example
organisations needing different skills from their staff during a downturn perhaps as a result of
the business needing to change direction or emphasis, or employers having to re-examine all
aspects of how they operate and hence skills gaps become more evident as increasing focus
is given to the issue.

When describing the skills lacking among their staff, employers generally focused on technical,
practical or job-specific skills: almost two-thirds (64 per cent) of employees described by their
employers as lacking full proficiency were felt to lack these skills. Skills gaps are considerably
more concentrated in technical, practical or job-specific skills areas than in previous years

(51 per cent in 2007, 44 per cent in 2005 and 43 per cent in 2003).

Employers were also likely to report skills gaps for customer-handling and team working,

both of which were reported as lacking in half of employees who are not fully proficient. Other
soft, generic skills such as oral communication and problem-solving skills were the next most
commonly identified.
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Less common, though still found in between a quarter and two-fifths of cases where staff lacked
proficiency, are insufficient written communication skills (37 per cent), management skills

(34 per cent) and general IT user skills (28 per cent). Clearly gaps in regard to managerial skills
(36 per cent) have particular potential to impact on business performance and growth. As in
NESSO07, while management skills gaps affect managerial level staff in particular, they were also
commonly reported among professional staff (as well as associate professionals in 2009) who
were not fully proficient.

General IT user skills were identified in connection with fewer skills gaps year on year between
2003 and 2007 (2003 — 29 per cent; 2005 — 23 per cent; 2007 — 22 per cent) but the incidence
of such skills gaps has increased almost to 2003 levels (28 per cent).

As in all previous NESS studies, literacy skills gaps were slightly more commonly reported than
numeracy skills gaps, with the former lacking in around one in four staff that have skills gaps
(24 per cent) and the latter in around one in five of those with gaps (21 per cent). The incidence
of both literacy and numeracy skill