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1. Executive summary

London Higher is working with London First and the Learning and Skills Network to develop a strategic

approach to implementing increased engagement between business and higher education.

This report sets out the evidence around the demand for Higher Level Skills (HLS) available (the so-
called demand side) and provides an analysis of the market characteristics, current and future trends,

good practice, key barriers and what employers look for in provision.

1.1 Theimportance of employer engagement

With the emergence of a knowledge-led economy, a highly skilled workforce is seen as a necessity for
the UK if it is to continue to compete in the global economy. The UK skills base remains weak by
international standards and development is essential if the UK economy is to remain competitive and to

reduce social deprivation.

The Leitch Review called for an increase in the number of adults qualified to Level 4 and above, from
29% in 2005 to 40% by 2020, with a focus on economically valuable skills. The responsibility for skills
development should be shared between the beneficiaries of such economically valuable skills, namely

employers, individuals and the Government.

Most notably, Leitch stated that the growth of skills at Level 4 and meeting the skills needs of
employers could only be achieved through the rebalancing of higher education (HE) priorities to the

needs of employers.

The Government's role in this agenda is to act as a catalyst for what is described as a skills revolution.
Higher education institutions (HEIs) are being encouraged to enhance levels of engagement with
employers as providers of demand-led HLS learning that supports the development of business and

the UK economy.
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1.2 The market for HLS

The Grant Thornton surveyl of 500 businesses in London suggests that the London market for HLS is
worth around £2.3 billion in 2008 and a total skills (HLS and non-HLS) market of £5.9 billion (or around
£1,500 per employee).

Of the total skills market of £5.9 billion, we estimate that around £350 million was spent with external

providers®. HEIs capture only a small share of this expenditure (roughly 5-10%).

But this is a significant opportunity for HEIs. Trainer labour costs facing businesses for in-house
provision amounted to £1.32 hillion. With a change in behaviour and innovative approaches to

employer engagement, HEIs should be able to capture a greater proportion.

Figure 1.1: Breakdown of spending and investment on HLS in London

Trainer labour costs
23%

Fees to external providers
7%

Trainee labour costs and
other miscellaneous costs
70%

Source: Analysis of figures from LSC (2007), The National Employer Skills Survey

1.3 London -aunique environment
London represents a unique environment, an appreciation and consideration of which is key to
developing effective approaches to HE employer engagement that achieves the Government's skills

vision. Key considerations that influence the demand for HLS are:
= The London economy is international in nature and a focal point for high value industries, the
UK Government and political arena

. The London landscape has a high concentration of multinational companies but also a vast

number of small and medium-sized enterprises (SMES)

= London has the highest concentration of HE providers in the UK with over 40 HEIs and over

20 Further Education Colleges (FECs) providing higher education

See Appendix 1 for details of the Employer Survey undertaken by Grant Thornton.

Based on a breakdown of categories of cost provided by the Learning and Skills Council (LSC) based on the
National Employer Skills Survey, LSC 2007.
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. The London economy is made up of a mix of thriving established and emerging sectors and
has a reputation for being the world's leading centre of commerce and a centre of academic

excellence

. London is a global city that attracts a highly skilled international workforce and offers

employers access to a vast pool of highly qualified staff

= London’s transport infrastructure and connectivity to other regions in the UK and Europe
enables employers to commute or recruit the skills they cannot access in the London labour

market

= London is the only region of the UK where the percentage of employees already qualified to
National Vocational Qualification (NVQ) Level 4 or above exceeds the percentage of

employees training at this level.

1.4 Skills gaps
London employers overall do not suffer from significant skills gaps or shortages, as the distinctive

London landscape provides them with access to the skills they demand.

The needs of employers are largely focused on softer, 'employability’ skills and sourcing or training
staff to meet the specific challenges and demands of the business. Factors that influence the use of

training providers in meeting the skills demand of their workforce:

= Employers look for providers that provide more than just training and are motivated to use

providers that add value to their business and competitiveness in the market

. Employers do not perceive qualifications as a priority; rather they demand employees that are

versatile with strong interpersonal skills coupled with technical ability

= Employers look for training providers that offer pragmatic and practical training that is both
relevant to the role and bridges the gap between theory and the practical application of

learning

= Heavily-regulated industries, such as utilities and transport, are driven to source providers to
train staff along competency frameworks, using flexible delivery methods to cater for their

needs, culture and working practices.

1.5 Barriers
The barriers to training faced by employers differ according to the sector and size of the business.

Common barriers include:
= time and cost: both the direct expenditure as well as the financial and opportunity costs from
lost time and lost productivity

. the reluctance of some employers to invest (especially SMEs who do not perceive training as

a priority)

= the need for providers to demonstrate the value of training to business, and an understanding

of the challenges the business faces
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. the quality and relevance of training in meeting the needs of the business and providing skills

specific to the role of the employee

= the cluttered landscape of public and private sector provision, and a lack of understanding of

what institutions provide and how to access this provision.

1.6 Implications for the Strategy

The challenge in developing a strategic approach to increasing HE employer engagement will be in
generating an approach that is not only business focused and demand-led but complements the
diversity of the London economy and the employers and HEIs within the space. The strategy should
also be regionally-focused and leverage existing initiatives operating in the space.

Employers are driven to engage with providers, either public or private, if they see value and benefit
from using a particular training provider. There is no homogeneity in the demand and each will have

differing needs as they compete in increasingly competitive international markets.

London employers operate in dynamic markets and expect training providers to respond quickly and
efficiently to their needs. There exists a perception that public sector provision is a cluttered and
confusing landscape with employers unsure of HElIs, their offerings and how to access them. Any
intervention that makes HEIs more accessible and can clearly articulate the value of using HEIs as

providers will work to enhance levels of engagement across London.
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2. Introduction

2.1 Background

Grant Thornton has been commissioned by London Higher, London First and the Learning and Skills
Network to develop a strategic approach to employer engagement for HE in London, in order to
increase the volume and value of HLS training and development contracts that London’s HEIs have
with employers. The London Higher Skills Board (LHSB) has overseen this project. The LHSB brings
together senior business people, heads of London HEIs, and representatives from London Higher,
London First and the Learning and Skills Network. Membership of the LHSB is included in Appendix 4.

The aim of the project (funded by the Higher Education Funding Council for England (HEFCE)) is to
build a robust evidence base, incorporating as appropriate new and purpose-specific research, to
explore both the supply of and demand for HLS in London, identify main barriers that need to be
overcome to drive greater and more effective interaction between London’s businesses and HEIs, and
then to consider possible strategic solutions and advise how these may be implemented to ensure that

the economic potential of HLS provision in London is maximised.

The development of the strategic approach to employer engagement for HE in London involves three

distinct projects (all three reports can be downloaded from www.londonhigher.ac.uk/publications.htmi):

= Project 1: The demand for HLS by London employers (this report)
. Project 2: The supply of HLS provision in London

= Project 3: Development of strategic solutions that will give employers efficient access to
relevant HLS provision within London’s HE sector and enable the sector to meet this demand

and increase their market share.

This report sets out the findings from a review of key studies, statistics and background documents
concerning the demand and nature of demand from employers for HLS provision within London. A
series of case studies based on interviews with employers have been carried out in addition to a survey

of 500 London-based employers.

2.2 Methodology

Our approach to the demand side research consisted of the following tasks:

. A desk review of existing research into skills, labour markets and employer engagement,

particularly focused on London

= A wide consultation process, involving around 20 interviews of businesses, both face-to-face

and telephone interviews

= The preparation of 11 case studies of employers to ascertain the processes which businesses
follow, including non-London HEIs (see Appendix 6)

= Workshops with representatives from businesses

Grant Thornton UK LLP
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. A survey of 500 businesses in London, stratified by size and sector. This survey was used to

complement the direct consultation exercise in order to draw out a wider range of responses.

The survey was jointly developed by Grant Thornton and market researchers Ci Research, with the

close support of London Higher. A detailed analysis of the results is presented in Appendix 1.

The characteristics of the survey respondents by size of business are detailed in the table below.

Table 2.1: Sample size

Number of businesses surveyed

Small businesses 80
Medium businesses 88
Large businesses 332
Total 500

The scope of this study refers to businesses with a physical presence (eg office, factory, workshop,
etc) located within the Greater London Authority (GLA) region, which comprises 32 local authorities
and the City of London. These businesses may have operations and a workforce located either within

or outside of the London region.

2.3 Definition of HLS
HLS are defined as those at Level 4 and above under the National Qualifications Framework (NQF).

More detail on the NQF is presented in Appendix 5.

The definition of HLS used in the survey of businesses and for the purpose of this report is:

Training at degree or equivalent level or above and executive and professional development courses,

including short courses.
This includes training leading to the award of:
= gualifications accredited at NVQ Level 4 or above (including university degrees, Masters

degrees, PhDs, etc)

= professional qualifications (such as accounting, engineering, law and advanced medical

qualifications)
. MBAs
= Certificates and Diplomas delivered by HEIs

= short courses delivered at HEIs which are accredited by the HEIs (as being equivalent to

Level 4 or above)

= executive development courses (whether delivered internally or externally) ie management

development programmes
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. other professional development courses (delivered internally or externally), including
advanced presentation skills courses, financial and business skills, team working and

communication skills
. Information Technology (IT) user training at an advanced level (including advanced courses in

Microsoft Office and other software but excluding introductory software courses).

2.4 Report structure

The structure of the report is as follows:
= Overview of the key characteristics of the market for training in London (Chapter 3)

= Summary of the relevant policy context and skills agenda (Chapter 4)

= Overview of the distinctiveness of the London economy and the skills context in the region
(Chapter 5)

= Detailed analysis of the market for HLS in London (ie employer demand for training) (Chapter
6)

. Processes used by employers in engaging with HEIs and arranging training for staff (Chapter
7)

= Gaps in HLS provision facing London employers and projected demand for skills in the future
(Chapter 8)

= Barriers constraining effective engagement between employers and HEls within London
(Chapter 9).

2.5 Employer engagement

Employer engagement can cover a range of agendas for HEIs, for example consultancy work and
collaborative research, as well as the provision of HLS to employers. These agendas are considered in
more detail in Chapter 4 of the Supply side report.

In terms of this report, the focus is on HLS training provision. Nonetheless, employer engagement in
its other contexts should not be disregarded, as HEIs may be able to form linkages and work with

employers across agendas.
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3. Key characteristics of the London training market

3.1 Market for training in London

Primary research® undertaken for the current project found an average spend per employee on training
of £1,481. Based on the number of employees in London (c.4m) this indicates the market is worth in
the region of £5.9bn per annum. The research identified that London employers direct an average of
39% of their training budget towards higher level skills development, suggesting that the London

market for higher level skills is worth in the region of £2.3bn per annum.

The value (£) of the training and development market

Analysis of the expenditure data collected by the survey reveals that the average-per-employee
spend on training and development is £1,481. This figure can be used to calculate the monetary
value of the London training and development market. Using employment data form the Office of
National Statistics Annual Business Inquiry and the survey data for spend per employee, the

estimated value of the London market is £5.9 billion, as shown below.

Figure 3.1 Value of the London training and development market
(a) Average employer spend per employee £1,481
(b) Indicative number of employees within London 3,995,991

(c) Value of the London training and development market
(a) multiplied by (b) £5.9bn

This figure can be used to give an indication of the value of the HLS training and development market.

The survey data reveals that on average 38.5% of London employer budgets are spent on HLS (a full
breakdown is shown in table 3.1). Using this figure and the total value of the London training and
development market, it is possible to calculate that an indicative value of the HLS training and

development market is £2.3 billion, as shown overleaf

3 For details of the employer survey undertaken, see Appendix 1 Employer Survey Analysis.
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Value of the London HLS training and development market

(c) Total value of the London training and development
market £5.9bn

(d) Average budget spend on HLS 38.5%

(e) Value of the London HLS training and development
market £2.3bn

The table below summarises the categories of costs incurred by businesses in arranging training for

their employees.

Table 3.1: Employer Investment in Training

London
£ million
Off-the-job training (course-related) 2,369 16,174
Off-the-job training (non course-related: labour costs and
fees to external providers) 395 2,369
On-the-job training: trainee labour costs 1,808 11,886
On-the-job training: trainer labour costs 1,350 8,404

...... of which total fees to external providers (both on

and off -the-job) 397 2,629
Total off-the-job 2,764 18,543
Total on-the-job 3,158 20,290

Source: Figures for London based on Grant Thornton survey data, figures for UK based on National Employer Skills
Survey (NESS), 2007

A detailed disaggregation of NESS 2007 figures for both London and the UK is provided in Appendix 4.

In addition to the £397 million that we estimate employers spend on fees to external providers for both
course and non course-related training within London, employers face an additional cost of £1,350
million for trainer labour costs associated with on-the-job training. This figure represents the implied
wage costs of staff delivering internal training sessions for staff and is a substantial element of the total

cost of training (23%).

With a change in behaviour towards increasing provision of off-the-job training, a proportion of this
£1,350m could be captured by external providers (ie there could be a substitution in the costs facing
business for providing training, from bearing the trainers' implied labour cost to the cost being incurred

as a fee paid to external providers).
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Key findings relevant to the scale of the market are that:

= the vast majority (c.80%) of training in London is delivered in-house

= The Voice of London Employers4 survey indicates 21% of employers in London use HEIs for

training and development services

= London has the highest percentage of staff trained to Level 4 of any region of the UK.

3.2 Employer demand for training

The size of the market that London's HEIs can compete for is constrained by employers' preference for
in-house training. The London First Voice of London Employers survey indicated that 86% of training in
London is delivered in-house. This is supported by the employer case studies and survey completed as
part of this study, within which businesses identified a range of reasons why they prefer to undertake
the majority of training in-house. Details on the findings from these case studies can be found at

Appendix 6.

Among the financial services companies interviewed, one of the key drivers for running internal training
courses related to the rapid pace of development of frequently complex products and services within

the sector, requiring staff to be kept up-to-date by other individuals and specialists within the firm.

For most firms however, there was a balance between offering staff access to both internal and
external training courses. In some instances the motivation for the degree of internal versus external
provision related to cost (especially important for SMESs), but for most businesses the most important
factor was having access to training that was the most relevant for their business and the most suitable

for their employees' specific requirements.

Furthermore, the majority of the employers interviewed indicated that they were already well-served by
training providers and would not necessarily need to look beyond the providers with which they had
existing relationships. In addition, other research has highlighted that the percentage of employees in

London that are in training at Level 4 is the lowest of any region in the UK.

3.3 Approach to training management

The case studies and survey identified a range of processes by which employers seek out and arrange
for training to be delivered. These include one-day courses delivered internally, short courses delivered
as tutorials towards the end of the working day, sponsorship for employees wanting to undertake a
Masters programme relevant to their role and online, virtual learning arrangements. Apart from the

sponsored Masters programme, none of the training consisted of traditional classroom-based lessons.

A key feature was the tendency for training to be arranged to fit the needs of the individual employees
participating. As such, the flexibility of the training arrangements was frequently identified as being

particularly important.

Analysis of results from the employer survey is consistent with the case study findings. Employers used
a range of different methods to organise their training and development requirements. The appraisal

* London First.(2007).Voice of London Employers Survey.
Grant Thornton UK LLP
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process was identified as a particularly important method for organising training, with over 60% of
respondents identifying that they either always, very frequently or fairly frequently used appraisals for
this purpose. The important role of historical connections is demonstrated by the fact that 72% of
respondents said they would look to use providers that they have worked with before when trying to

identify a training supplier.

Much of the contact and the arrangements in place between employers and training providers tends to
be based on existing knowledge of the provider or an existing relationship. The reputation of the
provider was identified as an important factor in lending credibility to the training provision and
providing confidence in the quality of the course or programme.

In general, however, employers will use multiple approaches and processes to find and work with
providers of training. It should be noted that the case studies undertaken within this research are
dominated by larger employers and so may not be as applicable to smaller companies which may not
have the capacity (eg management time) to use multiple approaches to identify and purchase training

that is appropriate for their business.

One of the key training drivers identified by businesses was the competitive environment in which they
operate. This leads to a desire to remain market-leading in terms of the training delivered within a
business. The quality of training provided was also identified by businesses as a key factor in attracting
and retaining highly competent staff.

An important feature of interaction with suppliers of training, as identified by the businesses
interviewed, was the ability of suppliers to understand specific business requirements and tailor training
to fit those needs. Accordingly, there is a strong preference for bespoke rather than off-the-shelf

training provision.

A crucial benefit that HEIs can offer employers is the ability to accredit training provision. Accreditation
provides employers with confidence in the quality of the course and lends credibility to the training
received. This is seen as being of benefit to both the employer and employee, as it is considered that
employees will be more willing to participate in training that is accredited by a HEI. This appears to be
especially valuable in the context of the London economy, with its focus on the service sector and
requirement for HLS, where it can be more difficult to assess the value of training than in more

traditional economic sectors.

Previous research has identified that training provision is becoming more learner-centred with
individuals rather than employers playing the main role in determining their own development needs.
Data from a previous survey of London HEIs also indicated that employers are involved in course

development and reviewing curricula to some extent.

3.4 Skills gaps and future demand projections
One of the main messages identified from the case studies and analysis of the survey results is that,
currently, large employers in London do not have substantial skills gaps or face skills shortages which

cause significant problems for their businesses. In London, businesses are able to access a large and
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well-qualified pool of labour. They are also able to draw on an international labour force; for example
Merrill Lynch draws an increasing proportion of new entrants into the business from HElIs in India,
Poland and Moscow where the quality of graduates in maths and engineering surpasses that which is

available from UK HEls.

One of the features of the skills situation in London is the ability of businesses to import skills and to
utilise technology to help overcome emerging skills gaps. Although employers identified a range of
methods of addressing skills gaps of varying significance, the overall picture is that businesses are

sophisticated and find solutions that work for them.

Recent research undertaken by the London School of Economics has identified that migrants coming in
to London tend to share the characteristics of being relatively young and having above average
qualification levels®. These better-educated new arrivals into the London labour market are displacing
London workers from the lower end of the labour market. It is suggested that, over time, this effect will
move into the higher end of the earnings scale, as immigrants are able to integrate and take greater

advantage of their skills and education.

Where skills gaps were faced this was often the result of a time lag resulting from a fast-moving market
place with dynamic skills requirements outstripping the pace at which skills levels had been updated.
This leads to a range of responses by businesses including the need continually to up-skill their
employees to maintain their competitive position in the market place.

Earlier research has identified that skills gaps in London tend to relate to employability or softer skills.
Figures from the GLA project that employment creation in London over the next 20 years will be

concentrated in the business services sector.

3.5 Barriers to effective engagement

Businesses expressed frustration with the lack of flexibility on the part of HEls when approached with
specific training requests. This lack of flexibility referred to both course content and delivery (for
example, course content tends not to be flexible or customisable and the method of delivery will
typically be fixed). Where businesses had worked effectively with HEIs, this was typically explained by
the willingness of the provider to be flexible and to tailor a programme to fit the employer's specific
needs. This was the case with a programme developed by a London based HEI for Thames Water

under a sponsorship arrangement.

Businesses also highlighted that it is often not clear who within an HEI is the appropriate contact to go
to with enquiries when seeking training for staff. Similarly, it was noted that HEIs' websites are not
designed to help an employer find out information about the training that is on offer, but are rather

designed to help prospective students learn about the institution and the courses on offer.

Few of the case study companies interviewed mentioned that cost was a barrier to training, although it
should be noted that the majority of businesses interviewed were large employers. This differs from the

findings of the National Employer Skills Survey 2005 which identified the cost of courses as the main

® London School of Economics and Political Science (2007). The Impact of Recent Immigration on the London

Economy.
Grant Thornton UK LLP
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barrier to training, followed by loss of staff time and relevance of courses. Cost also emerged as less of
a barrier to training when employers were asked to consider the differences between barriers to

working with HEIs compared to working with commercial providers.

An important challenge for HEIs is how they can demonstrate the benefits to businesses of using them
as training providers, given that businesses expressed the view that they are already satisfied with the
training provision arrangements they have in place (whether that is internal or external training).
Suggestions in this area centred on the need for HEIs to demonstrate they can offer the latest thinking,
knowledge and understanding of developments in the sector, to support businesses in retaining a
competitive edge.

The ability of businesses to buy into and be associated with the reputation of HEIs was also identified
as a potential benefit that they could not achieve through internal or private sector provision and which
would increase their profile in the market. It was stressed however, that HEIs need to be pro-active and

effective if they are to be able to convince employers of the benefits of working with them.

The fact that employers already consider themselves to be reasonably well-served by training
providers and that they use a range of sophisticated, effective methods to train staff, represents a

significant barrier for London's HEIs in accessing more of the potential market.

Earlier research has identified additional barriers to effective engagement:

= Cost is even more of a barrier for SMEs than for larger firms
= The role of cultural differences between HEIls and businesses

. The fact that London employers say they can fill skills needs through recent recruitment and

that in-house training is frequently considered sufficient

= The landscape of public sector provision is considered cluttered and confusing by employers
and even harder to navigate for SMEs than larger employers that may have more capacity (eg

dedicated Human Resource (HR) functions).

3.6 Conclusion
There exists a significant market for training and development in London, with employers adopting

different approaches to how they manage and coordinate their training and development needs.

The importance of different barriers to training vary according to the size of the organisation and the
sector in which it operates. Employers adopt innovative approaches to overcome these barriers where

the value of training is well understood and where it will support further development of the business.

The international nature of the London economy, and the connectivity afforded by the transport
infrastructure, enables London employers to source the skills requirements of their business from

outside the region if appropriate.
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4. National policy context and skills agenda

4.1 National policy context

Skills development has moved up the Government's agenda in recent years and the issue is subject to
increasing levels of political interest, with two White Papers on Skills published in 2003 and 2005°. The
Leitch Review of Skills was followed by the 2007 Department for Innovation Universities and Skills
(DIUS) led World Class Skills: Implementing the Leitch Review of Skills in England.

The skills agenda is being driven by a number of broad social and economic factors:

= An ageing working population and the need to provide opportunities for lifelong learning to

enable the workforce to remain productive for longer
= The rise and intensity of economic competition with the emerging markets of India and China

= The shift to a knowledge-based economy and the accelerated pace of innovation and

technology contributing to a labour market in need of HLS.

From April 2008 the UK skills agenda will be driven by the newly-appointed UK Commission for
Employment and Skills. The Commission will take on many of the functions of the Sector Skills
Development Agency and National Employment Panel and aims to ensure the structures and systems

are in place to raise the UK skills base’ . The remit of the Commission will be to:®

= advise Ministers on the strategy, targets and policies needed to increase employment and

skills rates
= assess progress towards our world class ambition in the UK

= monitor the contribution that each part of the employment and skills system makes to
sustained employment and career progression, challenging performance and recommending

improvements in policy and delivery

= ensure that employment and skills services in the UK are integrated and are meeting the
needs of individuals and employers, and to advise Government on whether further institutional

change is required

= have responsibility for the performance of Sector Skills Councils (SSCs), advising Ministers on

re-licensing. Detail on the coverage of each SSC is provided in Appendix 3.

6 DFES (2003). 21st century Skills: Realising our potential.

DFES (2005). Skills: Getting on in business, getting on at work.
DIUS Business leaders appointed to the board for UK Employment and Skills Commission, press release last

7

8 Last accessed 22/01/07, hitp://www.cfes.org.ukA.
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The Commission will play a vital role in realising the UK ambitions for skills development and

achievement at all levels.

The Leitch Review highlighted that the UK skills base remained weak by international standards and
that development was essential for the UK economy to remain competitive and reduce social
deprivation. Most notably, Leitch stated that the growth of skills at Level 4 and meeting the skills needs
of employers could only be achieved through rebalancing HE priorities to become more flexible and
responsive. The Review calls for an increase in the number of adults qualified to Level 4 and above
from 29% in 2005 to 40% by 2020. The Review emphasises the importance of economically valuable
skills and advocates that the responsibility for skills development should be shared between

employers, individuals and the Government.

Leitch identifies that over 70% of the UK's 2020 workforce have already completed their compulsory
education. As a result of this, the focus for ensuring that the economy has the skills required to remain
globally competitive is on training and retraining people within the workforce. This represents a shift in
focus, with a movement away from the situation whereby the bulk of the growth in HLS was based on
18 year-olds undertaking tertiary education. In future years, the provision of continuing professional
development will become increasingly important for the UK economy to remain competitive and for
businesses to have access to the skills they require. An ageing workforce, particularly in certain
sectors, represents a substantial challenge in this regard.

The Leitch Implementation plan recognises the role of skills in protecting and improving the
environment. To compete in the global economy the paper identifies that a highly skilled workforce is
an economic necessity and that the Government's role is to act as a catalyst for what is described as a

skills revolution.

National Skills Academies are being established and provide the opportunity for employers to directly
influence and drive the skills provision within their sector, through the provision of both further and

higher education. The Government aims to have eight academies in place by the end of 2008.

Regional Skills Partnerships (RSPs) were announced in the 2003 21st Century Skills White Paper,
and bring together businesses and skills organisations to meet the regional economy skills
requirements. RSPs are tasked with ensuring that the appropriate structures for skills development and
delivery are best suited to support regional economic strategies. Partnerships aim to achieve the
following objectives:

= Ensure employer needs are central

. Raise ambition in the demand for skills

= Support learners to re-engage in learning

= Ensure colleges and training providers are responsive to employers’ and learners’ needs

= Stimulate better working across business support and skills development agenciesg.

o London Development Agency. Specification for Regional Skills Partnerships, last accessed 22/01/07.

http://www.lda.gov.uk/upload/doc/27 492 Part2ltem11Annex2DraftSpecification.dog.
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RSPs are led by the Regional Development Agencies and have been established in each of the nine
regions. London has established the London Skills and Employment Board (LSEB) which replaces the
RSP. The LSEB is chaired by the London Mayor with 18 members from London's leading employers.
The Board has influence over the strategic direction of the Learning and Skills Council (LSC) adult

skills budget in London (c£560 million per annum).

In February 2007 HEFCE announced the allocation of 5,000 Additional Student Numbers (ASNSs) to be

made available on a co-funded basis with employers.

HEFCE's approach to employer engagement uses existing structures and initiatives such as Train to
Gain and Lifelong Learning Networks to achieve a demand-led system with employers rather than
students driving demand. HEFCE is encouraging an approach to developing HLS whereby costs and

risks are shared by the institution, employer and employee.

Increased focus has been given to Train to Gain as a skills brokerage model, as a means of achieving
a demand-led system. The 2007 HEFCE Grant Letter referred to the expansion of the initiative for
higher education to be informed by the Higher Level Skills Pathfinders. In addition, Learndirect run a

scheme called Learning through Work. These existing initiatives are described in the boxes below.

Box 4.1: Train to Gain

Train to Gain is a bespoke skills brokerage service to enable employers to identify and
meet their skills needs. Employers work with Train to Gain brokers to:

= identify the skills needs of businesses
= dentify the appropriate training
= develop and agree a tailored training package

= find available funding.

The scheme was first established by the LSC with Employer Training Pilots aimed at
Level 2, but the initiative has been re-branded, its coverage extended to Level 3 and it
is being rolled out nationally in a phased approach. The service aims to engage with
those employers that are not working with training providers (‘hard to reach
employers'), to enable their employees to achieve vocational qualifications.

Grant Thornton UK LLP
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Box 4.2: Lifelong Learning Networks

The Lifelong Learning Network (LLN) initiative aims to improve the coherence, clarity
and certainty of progression into and through higher education.

Networks are groups of institutions, including HEIs and FECs, that come together to
develop collaborative arrangements to offer progression opportunities for vocational
learners. Networks aim to increase the number of learners from vocational programmes
or from the workplace into HE to enable lifelong employment in the industry of choice.

LLNs were announced by HEFCE in 2004 and have been developed in partnership with
the LSC as part of its Progression Strategy. Networks are funded through the Strategic

Development Fund. There are 29 funded LLNs, with at least one in each English region
and two national networks.

Across London, five LLNs have been funded representing around £16 million of
investment: Linking London (led by Birkbeck, University of London), South London (led
by Kingston University London), West London (led by Thames Valley University), South
East London (led by King's College London) and The Creative Way (led by the
University of East London).

Box 4.3: Learning through Work

Learning though Work is a scheme run by Learndirect, in partnership with participating
HEIs and colleges. The scheme allows employees to work towards and study for a
university qualification (undergraduate or postgraduate) without taking time off work.
The scheme integrates learning with relevant work-based projects to the benefit of both
employer and employee.

The scheme focuses on the individual and employer learning needs, providing a flexible
approach to learning. Participating HEIs and colleges work with employers and learners
to:

= agree an individual's learning objectives

= plan their learning schedules

= collect and demonstrate learning.
The scheme enables learning to be tailored around the needs of the individuals and the
specific needs of employers, providing a platform for employers to develop a study

programme for a group of employees to develop their skills to the benefit of the
business.

Employees can also complete shorter programmes, which can count as credits towards
a university qualification.

Grant Thornton UK LLP
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5. London's skill base and economic context

5.1 Introduction

This chapter describes and analyses the key features of the London skills base and the region's

economy.

The Greater London economy holds a unique position within the UK economy. London accounts for
approximately 15% of total UK jobs, with employment dominated by a limited number of sectors.
London generates 19% of total UK Gross Value Added (GVA) and constitutes 12% of the country's
populationm. Financial and professional services account for 72% of the GVA of the City of London
and 29% of Greater London's GVA, compared with a UK figure of 14%.

London accounts for 21% of UK employment in financial services, 21% of UK employment in law,
accounting, architecture and other business activities not elsewhere classified, and 20% of UK
employment in publishing, printing and reproduction or recorded media. The Corporation of London
has recently estimated that the City of London's financial district alone made a contribution of close to
4% of the UK's GVA in 2007,

5.2 Distinctiveness of the London labour market and business population
London has a distinctive labour market and business population, which is likely to lead to differences in
London employers' demand for HLS. Key differences include the following™:

] London has relatively more people working within larger organisations than other regions.
London also has high levels of employment within sectors not covered by the existing SSC
network, such as the business services sector. Employers within sectors represented by Skills
for Justice, Skillset and Creative and Cultural Skills are especially likely to be based within
London, with around two-fifths of employers in these sectors located in the capital. London's

share of skills shortage vacancies (13%) is below its share of employment (18%);

] London has a larger than average proportion of employment within managerial and
professional roles but a lower than average representation within elementary and machine
operative roles. London also has a very small number of employers within the Lantra SSC

(agriculture and land-based industries) footprint.

10

Oxford Economics Limited. (2007). London's Place in the UK Economy, 2007-2008.

City of London Economic Development Research Programme. (2007). Review of 2007.

LSC. (2005). National Employment Skills Survey 2005 Annex G presents a further regional breakdown of
results from the survey.

11

12
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= The international client base of London businesses.

One of the distinctive features of the London economy is the contribution to economic output that is
based on net commuting into London. GLA Economics estimates this by comparing the difference
between workplace and residence-based output figures (GLA 2005): net commuting to London
contributed 11% to London's economy in 2003. The corollary of this is that for both the south-east and
east of England regions, the effect of commuting on regional economic output is negative, as more

workers from these regions commute into London than vice versa.

London has a reputation for being an international hub of research excellence, with a vast and diverse
pool of talented and skilled employees. London is not faced with a massive skills gap, instead

Londoners are competing internationally for jobs within the London market.

One of London's strengths with respect to skills supply is the international nature of its workforce and
the willingness of individuals to locate here. London has been described as the world’s leading centre
of commerce®® and is a centre of academic excellence. The strength of London's sectors and economy
attracts a talented, highly-skilled international workforce. London's talent pool remains one of its
biggest assets in attracting businesses to operate in London, which has been voted (in a Cushman and
Wakefield Survey of European Cities) the best European city for access to qualified staff (for 16 years

running) .

Over one-third of London's workforce has a degree™ and London is a centre for excellence for many
sectors such as the creative industries, IT and health. Nearly half of the UK IT workforce is located in
London'®and nearly half of the UK's medical students are trained by London institutions*’. Compared
with other UK regions, London does not suffer from a severe skills shortage among its workforce,
rather London offers employers a pool of highly-qualified and talented staff; skills gaps and

development needs do however remain within this resource pool.

The figures below illustrate the trends in both employment and unemployment within London, selected
additional regions and the UK as a whole. Although it has increased in recent years, London's
employment rate, measured as a percentage of working age population, remains substantially below
the rest of the UK and the South East region. This represents the relatively high rate of economic
inactivity within London (25% of the working age population) compared with the national average
(21.5%).

18 London was ranked 1st in the 2007 MasterCard Worldwide Centers of Commerce.

14 e e e om e e
15 e T e e e e = e =

1 UKTL. (2007). Mww,0Ktradelnvest. oy uk.
v London Higher. (2006). Leading Health.
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Figure 5.1: Employment rate in London and selected regions
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Unemployment among working age individuals is higher in London than in all other regions and the

UK-wide average, as indicated in the figure below.

Figure 5.2: Unemployment rate in London and selected regions
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5.3 London policy context
The London Plan recognises that London's success has occurred despite an under-investment in
skills™®. Looking ahead, the plan recognises that London's growth will be inhibited unless a number of

supply side issues, including skills development, are addressed.

The Plan anticipates that the emergence of the information society will demand that London becomes
a 'learning city' to an even greater extent, which will place heavy demands on education and training

resources.

From a London perspective, the Plan identifies the requirement for integrated policy intervention to

address three key aims:

= Overcoming barriers to accessing the labour market
= Improving the competitive labour market position of London’s resident population
. Encouraging more of London’s employed to become residents in London.

The Plan stresses that the shortage of affordable housing in London is creating a serious skills
shortage in many key public sector institutions. In terms of HLS, strengths in London's HEIs are

recognised as contributing to ensuring the region remains a globally competitive city.

The London Skills and Employment Board (LSEB), chaired by the London mayor, has been
established and is responsible for the preparation of a long-term strategy for adult skills, training and
employment within London. The LSEB consists of top London business leaders, representatives of
major employers and unions within London and education specialists. The LSEB’s primary
responsibility relates to the strategic direction of the LSC's adult skills budget within London and in
making recommendations to the Mayor of London, the Secretary of State, the LSC and the London

Development Agency (LDA). The LSEB launched a consultation on its strategy in November 2007.

18 GLA. (2004).The London Plan.

Grant Thornton UK LLP
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Box 5.1: Draft strategy of the London Skills and Employment Board

The focus within the proposed LSEB Strategy (which is subject to public consultation and
not yet finalised) is to address the high levels of worklessness within London by increasing
the opportunities for Londoners to improve their skills and become better equipped to
compete successfully in the labour market.

The LSEB is proposing a series of targets to achieve this ambition:

= Increasing London’s employment rate to 72% by 2013

Closing the gap for those that have low rates of participation
= Reducing the proportion of Londoners with no qualifications to 11% by 2013

= Increasing participation in training among those in work to 15% over the same

period.

The strategy presents five key challenges which the LSEB considers will be necessary to
achieve these aims:

1. A fundamental change to the employment and skills support available for
Londoners

2.  An ambitious new Employer Programme for London employers

3. A new level of responsiveness from London’s learning and skills providers to
ensure that skills provision is focused on meeting genuine needs

4.  Anintegrated skills and employment infrastructure

5. Public funding for skills and employment in London.

54 Supply of HLS in London

Around 35%" of all London’s employees receiving job-related training did so at NVQ Level 4 or above,
which was the second lowest percentage of any region in the UK (Northern Ireland had the lowest
percentage of employees receiving training at this level). Forty-three per cent of employees in London

are qualified to NVQ Level 4 or above, the highest region in the UK.
The London market for HLS is particularly distinctive for two reasons:

1. The existing supply of Level 4+ skills: a relatively high number of employees in
London are already qualified to Level 4 or above, alongside a relative under-

representation of employees training at this level

' Office for National Statistics. (2006). Annual Population Survey.
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2. The percentage currently training at Level 4+: London is the only region of the UK
where the percentage of employees qualified to NVQ Level 4 or above exceeds the

percentage of employee training at Level 4 or above.

There is likely to be a relationship between these two issues. For example, it may be the case that
London employers have a lesser need to provide or encourage higher-level training for staff either
because they already have a sufficient skills base on which to draw or because they can fill gaps from

within the labour market.

Figure 5.3: Level 4+ qualifications in London's working population
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As figure 5.4 highlights, London has a highly-qualified workforce, with the majority (43% in 2006) of
London's working age population qualified to Level 4 or above. This figure rose by approximately 3%
from 2005 to 2006, while the percentage of those with lower qualifications remained stable.

Figure 5.4: Qualification levels in London's working population
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5.5 London sector context

The figure below demonstrates the dominance in terms of numbers of employees of three key sectors:
finance and business services, the public sector and retail, hotels and restaurants. Over the period
1998 to 2006, there was substantial growth in employment in both the financial and business services

sector and in the public sector, while there was a substantial decline in the numbers employed in

manufacturing and construction.

Figure 5.5: Employment in selected London sectors
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The figure below reveals that while some sectors, such as manufacturing and construction, are

expected to see a decline in employment, the largest growth in employment is forecast to be in

business services.
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Figure 5.6: Forecast change in London's employment 2006-2026
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Labour Force Survey data highlights that the largest sectors in terms of employment are covered by
the following Sector Skills Councils; Skillsmart Retail, Construction Skills and Financial Services Skills
Council. Whilst most Sector Skills Councils are active in the London region, it is dominated by 11 of the
25 sectors, through employment of 100,000 plus employees (as seen in Figure 5-7 below).

1. Skillsmart Retall 6. Skills for Care and Development
2. Construction Skills 7. e-skills UK
3. Financial Services 8. Asset Skills
4.  Skills for Health 9. Skills for Logistics
5. People 1% 10. Lifelong Learning UK
11. GoSkills
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Figure 5.7: Levels of employment across Sector Skills Councils within London?
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Those sectors that have forecast significant growth in employment are covered by e-skills UK (51%),
Asset Skills (35%) and SkillsActive (21%). The largest sectors in terms of workplaces are covered by
the councils of Skillsmart Retail, People 1st, and Creative and Cultural Skills. The three sectors with
the most ageing workforce are covered by Lifelong Learning UK, Skills for Care and Development and
Energy and Utility Skills.

The London economy is also characterised by the diversity of the size of its employers, with a large
number of multinational companies headquartered in London, but also a large number of SMEs and
sole traders. Businesses in Greater London have the highest rate of registrations and de-registrations,

indicating an economic dynamism that is positively correlated with a higher level of GDP per head®.

5.6 Demand for skills across the London region

The demand for skills across the region and sectors is complex. With 43% of London's working age
population qualified to Level 4 or above, London already has a highly-qualified workforce. However,
there still exists a demand for skills with many firms reporting vacancies. Cogent, Go Skills, Lifelong

Learning UK and Summit Skills report the highest levels of hard-to-fill vacancies.

20 Skills for Business Network. (2005). Greater London - Regional Sector Overview.

2 Sector Skills Development Agency. (2007). Sector Skills Almanac.
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Figure 5.8: Percentage of firms reporting vacanciesand hard-to-fill vacancies®
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Appendix 2 presents a snapshot (where available) of the nature of skills demand (gaps/shortages)
across each of the Sector Skills Councils and the proportions of employees qualified at Level 3 or
above within London, compared with national levels. 2*

5.7 Conclusion

The London economy is a dynamic and mixed economy making a significant contribution to the UK
GVA. ltis characterised by a diverse range of established and emerging sectors, each with different
forecast employment growth and differing demands for skills development.

The London labour market offers employers access to a highly-qualified and international workforce.
However with an ageing working population and a fast-moving economy, training and development is
of paramount importance to employers across the region.

2 Skills for Business Network. (2005).Greater London - Regional Sector Overview.

2z Sector Skills Development Agency. (2005). regional Labour Market Information Summary sheets.
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6. Employer demand for training

6.1 Introduction

This chapter considers the size and nature of the market for HLS development within London.

Included within this is the expenditure by employers with London's HEIs and professional training
organisations. In addition, this study examines the research to identify instances in which employers

quantify the amount of higher-level training they provide for staff internally.
The key findings are as follows:

= Thirty-five per cent of London’s employees who received training did so at Level 4 or above:
the second lowest of any region in the UK. London has the highest percentage of its workforce

qualified to Level 4 or above.

= There appear to be inconsistencies in the results from different surveys: one identifies that the
vast majority of training is delivered in-house, while another indicates an even split in

expenditure on in-house versus off-the-job training.
= A recent survey of London employers identified that 21% use HEIs.

. Large firms are more likely to make use of HEI provision than SMEs. One suggested reason
was that it is harder for SMESs to navigate and understand the offering of the HEI sector than it
is for larger employers who may, for example, have more staff capacity with which to identify

and make contacts with appropriate providers within the HEI sector.

6.2 Employer expenditure on skills development

According to the National Employer Skills Survey (NESS) 2007, the annual costs to employers of
providing training in the UK in 2007 stood at £38.6 billion, roughly split evenly between on-the-job and
off-the-job training (with the bulk of this cost being labour - ie the staff time associated with both
providing and receiving training). Fees payable to external providers for 'off-the-job’ training stood at
£2.6 billion (7% of total training costs) comprising £1.9 billion in fees for course related training and
£0.7 billion relating to other training including seminars, workshops, etc. Spend per trainee is lower
among larger firms®*. A breakdown of the costs facing business for providing training both at London

and national levels is presented in Table 6-2.

24

LSC. (2005). The National Employer Skills Survey. The National Employer Skills Survey is a key source of
data on training expenditure, with the survey undertaken bi-annually. Latest figures are from the 2005 survey, as the
2007 edition is currently in progress.
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Within London, NESS suggests that the annual training costs incurred by business in 2007 are
estimated at £8.1 billion, representing 21% of national expenditure, with an average training cost per
employee of £1,736. Whilst the overall UK figures are statistically robust, the figures for London and
the regions should be treated with caution as they have been calculated from a relatively small sample,
they fluctuate from one year to the next. For example, the annual training costs figure for London in
2006 was £5.7 billion.

Table 6.1: Total training costs incurred by businesses

Region Total Off-the-job On-the-job % of total Spend per
£million £million £million expenditure employee

Eastern £3,747 £2,000 £1,746 10% £1,625
East Midlands £2,470 £1,169 £1,301 6% £1,350
London £8,055 £3,757 £4,298 21% £2,075
North East £2,015 £1,110 £905 5% £2,000
North West £5,655 £2,594 £3,060 15% £1,950
South East £6,113 £2,501 £3,612 16% £1,700
South West £3,478 £1,767 £1,711 9% £1,600
West Midlands £3,654 £1,686 £1,786 9% £1,575
Yorks & Humber £3,461 £1,590 £1,871 9% £1,575
Total £38,648 £18,174 £20,290 100% £1,736

Source: National Employer Skills Survey, 2007

The expenditure figures presented above include the various elements associated with managing,

procuring, delivering and attending training.

At a national level, fees spent on external providers account for 6.8% of total training costs, whereas in
London the equivalent figure is marginally lower at 6.7%, indicating that London employers are slightly

less inclined to use external providers than is the case in other parts of the country.
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The table below extracts data across the different categories of costs from the NESS at both the

London and national levels.

Table 6.2: Cost breakdown of employers' training provision: London and the UK

O O S

£ million % of total £ million % of total
Off-the-job - course related training
Trainee labour costs 781 10% 4,633 12%
Fees to external providers 371 5% 1,893 5%
On-site training centre 591 7% 2,551 7%
Off-site training centre in the same
company 73 1% 446 1%
Training management® 1,251 16% 5,766 15%
Non-training centre equipment and
materials 94 1% 475 1%
Travel and subsistence 63 1% 410 1%
Off-the-job - other training (seminars,
workshops, etc)

Labour costs 369 5% 1,633 4%
Fees to external providers 169 2% 736 2%
Total off-the-job training cost 3,757 47% 18,358 48%

On-the-job training
Trainee” labour costs 2,461 31% 11,886 31%
Trainers' labour costs (Q22-Q24) 1,837 23% 8,404 22%
Total on-the-job training cost 4,298 53% 20,290 53%
Total training Cost 8,055 100% 38,648 100%

Source: National Employer Skills Survey, 2007: London breakdown supplied by the LSC

» ‘Training management' represents the costs associated with managing the provision of training within a

business including for example organising and arranging training, liaising with providers, briefing people etc.
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Figure 6.1: Training costs facing London's businesses for 'off-the-job’ training
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Source: National Employer Skills Survey, 2007: London breakdown supplied by the LSC

Analysis of the above training costs incurred by businesses (from the NESS 2007) suggests that the

potential annual training expenditure by London employers consists of:

= total fees paid to external providers for both course and non-course training delivered 'off-the-

job', totalling £540 million per annum plus

= the internal trainer labour costs incurred by employers associated with providing ‘on-the-job’
training for staff, totalling £1,837 million plus

= some additional proportion of the total costs incurred for the provision of 'off-the-job’ training,
which totalled £3,757 million (in addition to that described under paragraph one above). A
substantial element of this remaining figure consists of the costs associated with the
management of training (£1,251 million) and the implied costs of the labour of recipients of
training (£781 million), for which there is probably less scope to be translated into expenditure

by employers than the categories relating to training centre costs.

The extent to which the scale of the potential market can be translated into actual expenditure by

employers on training (rather than being incurred as a cost) depends on a range of factors including:

= the extent to which employers may choose to switch away from incurring the costs of internal

training and pay for the service to be delivered externally

. the extent to which some of the existing costs facing firms in arranging 'off-the-job' training can
be translated into direct expenditure with providers for training. (For example, firms may be
willing to pay a fee for training management if their internal costs, in terms of the amount of
staff time spent dealing with arranging and evaluating training, could be reduced, or if they

were to switch to an externally-provided training centre).
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As such, the figures from the NESS can only be used to provide an estimate of the potential scale of
the market for training in London because the exact figure will depend on the strength of the effects

identified above.

A comparison of the costs facing business in London with the average costs facing business at a
national level reveals a number of differences. Overall, London employers' total training cost of £8.1
billion represents 21% of the national cost of £38.6 billion indicated by the NESS.

In London, the total costs associated with ‘on-the-job' training represent 53% of total training compared
to 52% at a national level. As a proportion of the total costs of training, London employers tend to
spend slightly less on fees to external providers: course-related training represents 4.6% of the total

costs whereas the national percentage spend on this category is 4.9%.

Interestingly, London businesses incur proportionately slightly higher costs for arranging the
management of training than do businesses in other parts of the country. In London, the costs
associated with training management represent 16% of total training costs compared with 15%

nationally.
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Figure 6.2: Total training costs facing London businesses
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Source: National Employer Skills Survey, 2007: London breakdown supplied by the LSC

The figures are not divided into different levels of provision so it is not possible to determine from the
NESS the expenditure on HLS development.

Although the survey does not identify how the costs relate to the level of training being arranged, detail is
provided on the levels at which training towards nationally-recognised qualifications takes place. From this,
it is identified that 14% of employees training towards an NVQ do so at Level 4+. For training other than
that towards nationally-recognised qualifications, the survey does not detail the levels at which the training
takes place.
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Figure 6.3: Summary of UK training propensity and skills development in the UK
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The DIUS (previously DfES) has estimated that the market for employer expenditure with HEIs across all
levels of training and development is £5 billion. It is also estimated HEIs capture £300 million of this

expenditure?.

Other sources have indicated that only 12 HEIs account for 50% of all the Continual Professional
Development (CPD) and Continuing Education (CE) expenditure at all English HEIs?’. In the 2005/2006
academic year, HEIs within the UK received over £400 million from the provision of CPD and CE®,

2 The Council for Industry and Higher Education (2007), Workforce Development - Employer Engagement with

Higher Education.

7 HEFCE. (2007). Higher education - business and community interaction survey'.

8 HEFCE. (2007).0p Cit.
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6.3 Method of training delivery
The key findings from the Voice of London Employers Survey (see page 10) include the following:
= The vast majority of employer-funded training is delivered in-house

. Eighty-three per cent of respondents indicated their skills needs were very well met by recent
recruits

= Larger employers were significantly more likely to make use of HEI provision than were smaller
firms.

The figure below presents the breakdown of provision into the sources used.

Figure 6.4: Training provision used by London employers
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Source: London First, Voice of London Employers Survey, 2007

As highlighted in the figure above, employers have a preference towards in-house training. There are
benefits in using both external providers and in-house provision, depending on the needs of the individual
or the requirements of the job role. Larger employers generally tend to mix in-house provision with external
provision according to need, as the case study described below illustrates.
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Box 6.1: Lloyds TSB University

Lloyds TSB adopt a decentralised approach to training and development, with Lloyds TSB
University monitoring quality standards and building a core curriculum. In 2006 the university
provided 33,250 training days for employees.

The university uses a mix of internal and external providers to deliver courses blending delivery
methods such as face-to-face training, web-based learning and workbooks.

Lloyds TSB uses internal trainers, with each business division having a number of dedicated
trainers and regional training teams. The benefit of using internal trainers is that they understand
the infrastructure and culture of the business, with significant time savings made in negotiating
with external providers.

Lloyds TSB offers a number of accredited off-the-shelf courses. Some off-the-shelf courses are
delivered by external providers, sourced through a tendering process and beauty parade.
Preferred supplier lists are used and provide economies of scale for some programmes.

There are circumstances in which training can be more effective without peers and colleagues as
fellow learners. Employees can benefit from being taken out of the work environment where they

may feel less peer pressure.

Survey research evidence on employer skills requirements

London employers are faced with a broad range and choice of training providers. The Grant Thornton
survey reveals that over 60% of employers believe that their higher level skills training needs can be met
by providers within London and that that there are few areas where employers feel they are poorly

provided for (figure 6.5).

Figure 6.5 Employers’ training needs met within London by topic
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6.4  Conclusion
Despite the London market offering London employers access to a highly-skilled workforce, the demand
for external training and development remains, as demonstrated by significant employer expenditure on

training and development.

Employers show a preference for in-house training, with larger employers more likely to use HEIs to meet
their demands. The demand for training and development across the market is met using a number of

different and often innovative approaches.
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7. Approach to training management

7.1 Introduction

This section identifies and describes the main processes and methods by which employers engage with

HEls. This takes many forms, including:

] distance learning for businesses

. continuous work-based learning

= short bespoke courses for business on campus
] short bespoke courses at companies' premises
. accreditation of in-house training.

A Council of Industry and Higher Education (CIHE) survey29 has identified that training provision is
becoming more learner centred, with individuals having increasing responsibility for identifying their own
training and development needs. The research also describes how companies are becoming facilitators of
learning rather than providing training directly. This study supports these findings: for example, at the
Peabody Trust, individual employees are responsible for identifying a suitable Masters course and

institution to enhance their career progression.

7.2 Delivery channels

The percentage of HEIs within London that offers each of the approaches to employer engagement is
detailed in the table below™. It should be noted that this does not represent the percentages of businesses
that engage with HEIs through these different delivery channels, nor has the study identified quantitative

research that specifically covers this.

Table 7.1: Delivery channels

Delivery Channel % I

Distance learning for businesses 49%
Continuous work-based learning 51%
Short bespoke courses for business on campus 74%
Short bespoke courses at companies' premises 70%

Source: HE BCI 2007/17

2 Council of Industry and Higher Education. (2007). Workforce Development - Employer Engagement with Higher

Education.

%0 HEFCE.(2007). Higher Education - Business and Community Interaction Survey.
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The case studies reveal that large employers in particular use a wide range of approaches and methods to

deliver training:
= End-of-the day tutorials on hot topics to keep staff up-to-date with latest developments in their
industry
. One-day courses bought in and provided on site by external providers
= Sponsorship of Masters degree programmes.

The range and scope of provision is demonstrated within the case study boxes detailed below.

Box 7.1: BT

BT utilises various approaches to training delivery

BT ensures that any training undertaken is outcome-focused and specific to improving a learner’s
role within the organisation. BT has adopted an approach whereby training is brought to staff and
built around staff days and role requirements (especially with high-skilled, high-value staff). Such
an approach was found to be more productive and effective than sending staff into a classroom
environment.

BT Operate (a business unit within BT that demands a high level of technical skills and expertise)
adopts an approach to training and development that is largely organised and managed by
professional communities. It has created communities of learning that use a number of
approaches to development including: mentoring, on-the-job learning, procuring off-the-shelf
courses (such as Prince 2), and specific technical and non-technical training.

BT provides access to e-learning training modules via its enterprise-wide LMS and Learning
Portal: Route2learn (R2L). In 2007, R2L delivered 310,000 online and 21,400 instructor-led
courses. Flexible and blended learning solutions were essential to BT and technology-enabled
learning interventions are part of the blend.
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Box 7.2: Peabody Trust

Day-release MSc Programme
The Peabody Trust sponsors staff to study for an MSc in Housing Management.

The Trust funds approximately 50% of the course fee, with the student providing the
rest via payroll deductions. The University of Westminster is often selected by students
to study the MSc primarily because the course has a good reputation.

Staff are given day-release to attend the course.

Box 7.3: Lloyds TSB University

Lloyds TSB University was created in 1996, following the merger of Lloyds and TSB. It
works by identifying the needs of the company first and then providing training around
these requirements. The University has worked with academic institutions such as the
Chartered Management Institute and Nottingham Business School, whereby 'it adds

value by having (programmes) accredited by external organizations.' i

Box 7.4: Merrill Lynch

Due to the complexity of the business and rapid pace of development in which Merrill
Lynch operates, the company needs to ensure that staff are trained frequently and kept
up-to-date with latest developments in order to remain competitive across the market.

Merrill Lynch uses a wide range of internal and external programmes. Training often
takes the form of evening tutorials running from 5-7pm or 6-8pm. These sessions will
tend to be on hot topics and aim to keep staff up-to-date with the latest issues relevant
to their roles. This training is extended to the internship population through Lunch &
Learn initiatives.

Box 7.5: John Lewis Partnership

Training is an integral part of John Lewis' ambitious business expansion plans, with a
target of doubling sales over the next ten years. The company requires that staff are
versatile and able to adapt to changing requirements within their roles. Such attributes
are seen as increasingly important, more so than high levels of technical skill, as the
partnership grows and the need for adaptability increases.

To equip staff with a diverse set of business skills, the company offers the opportunity
for staff to manage projects within another business to expand their horizons and skills,
under a scheme arranged by a private company.

The key element they look for in sourcing training is a pragmatic approach from course
providers, with relatively little interest in highly-academic courses. Accreditation of
training is not a particular priority, rather the emphasis is on meeting specific business
needs.

3 Financial Times article 20/03/07. quoting Martyn Levitt, Head of Performance, Talent

Directorate, Lloyds TSB.
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Looking more widely at the interaction between businesses and HEIs, the bulk of the expenditure by
businesses with HEIs relates to the provision of contract research services. The chart below details the
breakdown of HEI income within London, demonstrating the level of employer engagement with HEIs
across the range of services. Income from contract research is substantially higher than for the other
methods.

Figure 7.1: London HEIs receipts from business
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Source: HEFCE, Higher Education - Business and Community Interaction Survey 2007
The Higher Education-Business Community Interaction Survey (HE-BCI)32 also asks HElIs the extent to
which employers are actively involved in the development of content and in undertaking regular

reviews of the curriculum. The results for the London HEIls are presented below.

Table 7.2: Employers’ development of content

To what extent are employers actively involved in the development of content % London

and regular reviews of the curriculum? HEIls

1. No links with employers in development of locally orientated courses or overall

. . 8%
shaping of the curriculum

2. Betweenland3 0%
3. Some dialogue with employers and other bodies about the nature of courses, B
0

but limited for example to specific vocational areas or one-off exercises
4. Between 3 and5 33%

5. All departments regularly consult with employers and other partners on
curriculum where relevant. Specialist subjects are kept up-to-date and relevant 38%

to the labour market. More generic skills developed in all courses as required.

32

HEFCE (2007). Higher Education - Business and Community Interaction Survey 2007.
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There is also some discussion of an additional form of engagement — the accreditation of in-house
programmes — within the CIHE reports. This is the process whereby HEIs accredit the training
delivered by others, for example by employers within the workplace. Since in-house staff development
constitutes the vast majority of training, this is an important area and it is noted that “most in-house
schemes ... do not carry any external recognition of achievement, though some may link to
professional qualifications”33. The case studies within this study revealed substantial enthusiasm for

HElIs to provide accreditation for training delivered internally within businesses.

One example of this is Teesside University's Accredited Pathways to Excellence (APEX) project, which
maps the university provision to in-company training programmes in order to provide credits for the

individuals participating in company-delivered training.

Results of the Grant Thornton Survey

Evidence of types of training

The survey supports existing evidence that all employers, except those in the utilities sector, have a

preference for in-house training. The strength of preference is shown below.

Figure 7.2 Types of training provision used
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33 Council of Industry and Higher Education. (2007). '"Workforce Development - What works and why?
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70% of employers indicated that in-house provision was very good compared to 41% indicating that

HEI provision was very good.

Figure 7.3 Perceived effectiveness of types of provision
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Evidence of training management

The existing demand research highlighted that there is no one preferred method used by employers to
organise and manage training and development. The Grant Thornton survey reinforces this finding and

does not reveal a significant preference for using a single method or tool.

Training budgets (total budget and split by provision), training plans, appraisals, skills audits are all
used, however a slight preference overall is shown for budgets (when looking at respondents that
stated it was a method they always used). This highlights not only that providers need to aim to
influence employers and ensure that training provision fits with the aims and objectives of a business,
but that marketing activities should also aim to influence employees, who are responsible for their own

personal development and the negotiation of training provision within their appraisals.
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Figure 7.4 Methods used to organise training and development
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7.3 Conclusions

There are numerous and wide-ranging examples of effective collaboration between employers and
providers of HLS. Processes of engagement that are tailored and flexible to employer requirements
tend to be the ones highlighted as examples of good practice. On the basis of the findings from case
studies and survey evidence, engagement with HEIs or other providers frequently originates through

existing employer knowledge of the institution or of the individuals within the relevant organisation.
There is no one-size fits-all approach adopted by employers in the management of training and

development. Across large organisations different methods are used to fit with the working practices

and needs of various teams and departments.
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8. Skills gaps, shortages and future demand
projections

8.1 Introduction

In this section we describe the situation with respect to gaps in the supply of HLS within London and
the projections of employers' demand for skills in future years.

This is based on a high-level overview of the issues, gaps and demand drivers at both the national
level and where possible, analysis of the specific distinctive issues within the London context. The
analysis and findings are also informed by relevant points from the case studies and survey of London-

based employers.
The key factors in considering London employers' demand for skills include the following:

= London has a vast, highly-qualified labour market
= Employers are able to find the skills within London or transport them

= Soft skills rather than qualification characterise the market demand, though there are
differences across sectors

= Employers value the access to academia

. Policy drivers in recent years have tended to focus on lower-level skills development.

8.2 Skills gaps and shortages

Existing policy and research on the gaps and future demand for HLS provide an insight into the current
skills gap within the UK economy. Little robust quantitative information is offered on the London-
specific HLS gap. A number of reviews have been commissioned in these areas but these do not offer
a quantitative analysis of the gaps and future skills demand that are specific to London*.

The skills gap in London is below the average for England (13% of firms reporting a skills gap) and in
many respects the skills picture in London is distinctive from other regions (which in many respects
tend to be similar)®.

The figure below illustrates the reported skills shortages and gaps within London across each of the
Sector Skills Councils. Data was not available for Go Skills, Improve Ltd and Skills for Justice.

o Such as the Leitch Report, the Lambert review, research commissioned by the Council for Industry and Higher

Education and other bodies do not.
* LSC. (2005). National Employment Skills Survey.
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Figure 8.1 Percentage of firms reporting skills shortages
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Skills shortages are defined as vacancies that are proving hard to fill because of skill shortages in the
labour market. Skills gap describes the situation where employers have employees who are not fully

proficient at their job*®.

The small proportion of firms reporting a skills shortage in the majority of sectors demonstrates that
employers from these sectors are largely able to recruit or commute the skills they require, whereas the

firms reporting skills gaps demonstrates that firms still have skills needs within their workforce.

It should be noted however that the business services sector, the largest source of employment within

London, does not have SSC representation.

% LSC. (2005). National Employment Skills Survey.
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Figure 8.2: Percentage of firms reporting skills gaps
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It should be noted that the proportion of skills gaps reported by employers has been decreasing since
2001%".

The diversity of London's sectors and clusters creates a complex skills agenda within London. London's
skills market and skills pool has an international reputation, a key element of which is its HEI network and

its increasing ability to commercialise research.

83  Employability skills

Existing research reveals that the skills requirement within London tends to be characterised by a demand
for soft skills ie those defined as employability skills, such as team-working and communication skills. On a
similar note, the research reveals that employers' concerns are not to increase the number of qualified
staff, but rather to up-skill their existing workforce in what can generically also be defined as employability

skills.

37
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Box 8.1: SMEs in the manufacturing sector

A mix of technical and business skills symptomatic of success across manufacturing
SMEs

"A mix of business skills with required technical skills is characteristic of successful companies
(particularly SMES) in the sector. Many manufacturing companies have failed due to the inability to
properly manage the business" (consultee).

The skills shortage across the manufacturing sector in London can be characterised by:

= technical skills: the use of specialist equipment and techniques that are specific to the
sector and sub-sectors

= business skills: many SME owners have inherited businesses or work their way up to set
up a business through experience and therefore lack the skills required to run and
manage a business.

The nature of the demand for HLS is not for more staff with particular qualifications, rather the skills gap
remains in the skills required of a workforce to operate and compete in a fast-moving and increasingly
competitive global market.

The demand for employability skills differs across sectors, ranging from particular needs for customer
service skills to communication skills. For example in the creative industries, there is a skills gap for
advanced IT skills that capitalise on an individual's creative capabilities using IT applications. The Lambert
Review revealed that this is most apparent for employers operating in the science, engineering and
technology space who "find it difficult to recruit graduates of suitable quality"sg.

Box 8.2: BT’s demand for graduates with technical and commercial skills

BT Operate (a business unit within BT that demands a high level of technical skills and expertise)
has a preference for recruiting graduates with relevant industry experience, or MBA graduates
from some of the world's top business schools. This is in response to its experience of graduates
lacking the mix of technology expertise and business skills.

“It is hard to find technology-aware graduates with the commercial acumen and business skills
required” (consultee).

Employers are increasingly looking at using competence-based testing and core skills as key components
of their recruitment process. Employers are assessing applicants' characteristics, cultural fit and core
competencies, in addition to qualifications, as indicators of employability. Employers believe that HEIs
could do more to develop employability skills in graduates and embed core competencies within the
curriculum®.

% HM Treasury. (2003). Lambert Review of Business-University Collaboration.

City of London and Financial Services Skills Council. (2007). Graduate skills and recruitment in the city.
Grant Thornton UK LLP
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"Recruiters are more interested in how graduates do things rather than what they do and select graduates

on the basis of their behavioural characteristics rather than specialised knowledge"4°.

The 2005 NESS revealed that the skills that most frequently reported as lacking were:

" technical and practical skills (53% of skills shortages)
. customer handling (38%)
= communication (35%)

= team working and problem solving (34%)™".

8.4  Ability to recruit or commute

The transport linkages that connect London with the rest of the UK and to European markets have also
connected employers with a diverse skills resource, creating a dynamic and internationally-connected
labour market. London employers can access labour from London, the rest of the UK, Europe and even

globally.

It has also been identified by research commissioned by the London Skills and Employment Board that
higher earnings potential leads to increased commuting times of staff, as it is more worthwhile for

individuals to travel further for higher-paid employment opportunities.

London's labour market is fuelled not only by the capabilities and skills resources available within the
region but also by those across the UK, with a large number coming from the east or south-east regions.

Around 91% of all commuters into London are from these regions“.

Employers who cannot find the skills they demand from their workforce have the option to commute a skills

resource.

"In-commuters account for nearly a third of the workforce in London's financial sector and nearly a quarter

of its public administration workers and transport and communication workers"*3,

If employers in London identify a skills gap they are in a unique position due to the connectivity and

transport links within London to be able to fill their skills requirements from other regions or countries.

City of London and Financial Services Skills Council. (2007). Graduate skills and recruitment in the city.

o LSC. (2005). National Employment Skills Survey.
2 GLA Economics. (2007). The London Story.
3 GLA Economics. (2007). The London Story.
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Box 8.3: Merrill Lynch: Requirement for staff with a global outlook

Merrill Lynch finds it relatively easy to attract staff to London and find the regulatory regime
accommodating to bringing staff into the UK from overseas. As a result of this, and the nature of
the business, the staff working for the bank within London tend to be global in outlook and
experience.

As the financial products that their staff are working with are getting ever more complex, they
need very high-level skills, especially in maths, and individuals qualified in engineering related
fields. Merrill Lynch has identified and sourced graduates from two HEIs in Moscow, two in
Warsaw and two in India (IIT Delhi and ITT Bombay) and from technical universities in France
that offer DEA qualifications. The competition to get into these latter universities is exceedingly
high and as such the calibre of the graduating students is described as phenomenal.

The strength of the financial services sector in London also enables employers to attract highly-qualified
and capable staff to work in the sector. Merrill Lynch has found that increasing numbers of its new analyst
and associate level positions are being filled by graduates from overseas HEIls. The reasons for this are
identified as being the extremely high quality of graduates being produced by some of these international

HEls, particularly in maths and engineering-related subjects.

8.5  Access to academia

Employers look to HElIs for different types of input to fill skills gaps within their business operations.
Employers are increasingly using the services and academic excellence provided by London's network of
internationally-renowned HElIls as a supplementary resource to their existing business operations. The
Confederation of British Industry (CBI) annual survey of employment trends confirmed that industry valued
the links with HEIs because of the access they offered to research expertise (often to an international
network with many London departments involved in international collaborations), but had reservations
about some HEIs' approach to industry, in terms of poor customer service and a lack of relevance to

business™.

The use by industry of HEI specialist research departments, knowledge networks, consultancy and
facilities rental indicates that employers value HEIs as an accessible supplementary resource (in some
sectors) and not only as a source of qualified, skilled labour. London HEIs’ income from business research,

consultancy, training and facilities rental was £415million — over 20% of the UK total®®.

This does not necessarily indicate a gap in existing skills provision, but illustrates that businesses see
value in the association with HEIs, which puts them in a strong position when developing a strategy for

increased engagement for skills development.

44

CBI.(2007). Employment Trends Survey.
HEFCE.(2007). Higher Education - Business and Community Interaction Survey.
Grant Thornton UK LLP 50

45



Research Report 1: The demand for higher level skills by London employers
8. Skills Gaps, Shortages And Future Demand Projections

8.6  Student led versus employer-ed demand
Existing funding structures have created demand drivers within HEIs that are led by student demand for
courses rather than being influenced by the skills need of employers. There is a general mismatch

between the courses put on by HEIs and the skills that employers need.

There is an emphasis on achieving qualifications that employers do not necessarily value. Existing funding
arrangements have created an environment in which priority is given to filling places and HEIs can only do

so by offering courses that students find appealing, rather than prioritising the needs of employers.46

This differs from the Australian model whereby public monies are only used to fund courses whose
graduates will help fill identified skills shortages in specific sectors. For courses in sectors without identified
skills shortages, the responsibility for paying the course fee lies with the student. Overall, and as a result,
educational institutes in Australia secure a far lower percentage of their funding from the public sector and
are forced to seek additional income from alternative sources, including developing relationships and
securing income from businesses. As a result, Australian institutes tend to be more proactive than their UK

counterparts in seeking to work with businesses to secure additional income™’.

When recruiting, in deciding who to recruit, the London First study reveals that applicants' work
experience, communication skills and interview performance were considered more important factors than

qualifications or the particular subject studied.*®

This illustrates that employers are less interested in qualifications than the skills to fulfil a role, with the

skills gap facing employers focusing on additional softer or employability skills.

There is also a reported lack of use by and availability of information for students on employability when
choosing courses. Employers perceive HEIs as providing courses that appeal to students but do not
adequately (from the employer’s perspective) prepare students with the core competencies required within

industry.

Employers describe a lack of business skills among new graduate recruits. HEIs are providing
qualifications but are failing in some instances to develop the skills in their students demanded by

employers.

46

HEPI. (2007). Higher Education, Skills and Employer Engagement.
Information based on discussion with the London Skills and Employment Board Secretariat. For more

47

London First. (2007). The Voice of London Employers.

48
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8.7 Impact of policy on HLS
Existing policy that drives the skills agenda has been largely focused on lower level skills (Levels 2 and
3), creating an environment that, it could be argued, is not (and has not been) conducive to increased

HEI and business engagement for HLS development.

Neither the Sector Skills Councils nor the Regional Development Agencies have focused on trying to
gather estimates of employer demand at HE level, rather priorities have been set and largely remain

focused at lower levels.

Public funding for further education and training for adults in England stands at more than £3billion”.
The majority of this investment is focused on the lowest skilled and least qualified. Much of this
investment is believed to be aimed at improving outcomes for disadvantaged groups and is at the lower

end of the skills spectrum (ie basic and intermediate level skills).

In the LDA's draft investment strategy the amounts allocated for investment in people (developing
skills, addressing barriers to work and childcare) has increased by approximately 80%°, from that

originally agreed in its Corporate Plan 2007-2010.

8.8 Conclusions: future demand
Employers in London are increasingly employing highly-skilled workers and this is forecast to continue.
The last two decades have seen a growth in managers, professionals and associate professional

occupations.

Some 43% of jobs in London require Level 4 or higher qualifications (compared with 30% in the rest of
England and Wales). By 2020 this is expected to increase to around 50%, significantly higher than the
expected 42% in the UK>™.

There is evidence of job polarisation occurring in London, whereby the growth of highly-skilled service
jobs is accompanied by continued stable demand for low-skilled service jobs, with shrinkage occurring

for occupations in the middle of the pay spectrum.

Given that London already has a highly-qualified labour market, the role of softer and employability

skills may be of increased importance in relation to other regions.

49 DIUS.(2007). World Class Skills; Implementing the Leitch Review of Skills in England.
%0 Budget comparison for LDA Corporate plan 2007-2010 and LDA draft Investment Strategy, October 2007.
* GLA Economics.(2007). The London Story.
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9. Barriers to effective employer engagement

9.1 Introduction
The main barriers to engagement are well documented on a national level. These include:
. the cost of provision
= the cultural differences between academia and the business world
. the cluttered institutional landscape
= relevance of courses available
= employer preference for on-the-job training
. flexibility of provision.

The nature of barriers specifically within the London context is less well researched. The London
economy and HEI network is unique and much has been done to develop partnerships and pilots to
stimulate knowledge transfer and commercialise the strength of London's research capabilities. Many
London based HEIs have dedicated business engagement departments, which work to overcome such

barriers and ensure enhanced collaboration between institutions and businesses.

The barriers to engagement are described in greater detail in the next sections, grouped into the
following main themes:
= Employers' reluctance to invest

. A lack of understanding of the public sector provision brought about by a cluttered and

confusing landscape
= Time and cost of courses

= The perceived quality and relevance of courses.
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9.2 Employers’ reluctance to invest

The Voice of London Employer Survey (VoLE) revealed that 83% of respondents had their skills needs

met by the people they had recently recruited®.

With employers having access to and the ability to tap into a vast resource pool of highly-qualified
individuals, employers are increasingly reluctant to invest in the training and development of staff.
There remains little incentive for employers to invest in training when their skills needs can be easily

met within the existing London labour market or sourced from other regionsss.

Employers are increasingly reported to look for in-house training solutions to meet their skills gaps. The
VOLE survey revealed that 86% of employer-funded training was undertaken in-house, against 30%
using an FE college. It is believed that the majority of this investment is targeted at the intermediate
levels (Levels 2 and 3), rather than HLS.

Employers are increasingly failing to see the need to invest in training their staff outside the scope of
the in-house training provided. Employers are failing to the see the value and productivity benefits of
investing in HLS across HEIs as there is a perception that the existing system is focused on

qualification attainment rather than improving job-specific skills and improving employment outcomes.

Contributing to the reluctance of employers to invest in training and the preference for in-house training
is the confusion reported about the cluttered landscape of the provision of training.

9.3 Cluttered landscape

With employers in London increasingly looking for softer skills development amongst their workforce
rather than qualifications, they are reporting that public sector provision is too cluttered and confusing,
and that it could benefit from clearer signposting and integration.

Indications are that the provision available to employers across the public sector is not mapped well
enough to promote an understanding and use of the system. Whilst brokerage functions have been
piloted in some regions to facilitate up-take of lower level skills, as seen with the Train to Gain®

initiative, the impacts and effectiveness of such a service are still to be realised.

With businesses reporting that public sector provision is confusing and cluttered, HEIs could be
engaging with industry earlier, working with businesses to identify and plan their skills needs and

signposting businesses to appropriate public sector provision to meet their skills requirements.

This is however also a two-fold issue with businesses unable to articulate their skills needs in a fast
moving global market. Industries with specialised disciplines as engineering and medicine express their

skills needs through professional bodies which develop the academic requirements of the course.

2 London First .(2007). Voice of London Employer Survey.
¥ GLA Economics .(2007). The London Story.

g Irainfogain. gov.uk.
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However, such mechanisms are reported to constrain innovation and make it difficult for HEIs to

respond quickly to specific business needs™.

The CIHE highlights the importance of being able to offer flexible approaches in providing for the skills
need of employees and employers56 and developing close partnerships to help businesses understand

the landscape and articulate their needs better.

There is little evidence to suggest that the private sector training provision landscape is better mapped

or more responsive than the public sector provision.

9.4 Time and cost

The most commonly cited barrier to engagement is the cost of training. This is especially true for
SMEs. The Federation of Small Businesses’ (FSB) Barriers to Growth Survey 2004 revealed that 52%
of respondents cited the cost of courses as the biggest barrier to engagement. This is followed by loss

of staff time, as illustrated in the figure below.

Figure 9.1: Key barriers to training for small businesses

Cost of courses

Loss of staff time

Courses offered not relevant to
business needs

ITiming of course

Lack of funding

Distance from place of training

No barriers to training

Lack of enthusiasm of staff

Fear of losing staff once trained

0% 10% 20% 30% 40% 50% 60%

Source: FSB Barriers to Growth Survey 2007

Cost is less of an issue for larger companies, but they have shown a preference either to recruit or
commute the qualified staff they require, or to develop in-house training to suit their needs. Employers
are not only wary of investing financially, but many are also unwilling to lose their staff for periods of
time when they often cannot see the benefits of investing.

®*  HM Treasury .(2003). Lambert Review of Business-University Collaboration.
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9.5 Quality and relevance
Employers and employees are increasingly reported to have concerns about the quality and relevance
of the public sector provision of HLS and there remains a cultural difference that acts as a barrier to

engagement.

With employers increasingly paying more attention to staff characteristics and softer skills, and failing
to see the value of additional qualifications provided by HEIs to develop their staff, there are concerns

about the quality and relevance of the public sector offering.

There is a shortage of documented London-specific information available on the scale and nature of
this issue. Businesses in the Grant Thornton case study research have suggested that some HEIs do
not have a strong business focus and lack an understanding of the cultural issues and demands within

industry, such as the need for employees to develop robust business cases for training.

9.6 Overcoming barriers to effective engagement

The case study research has produced a number of suggestions for ways in which the barriers to

effective engagement between businesses and HEIs can begin to be overcome.

The suggestions for how to start to tackle the barriers preventing business from using HEls as
providers of training (taken from the business perspective) focused on:

= the need for HEIs to be more pro-active in approaching businesses to work with them: it is
especially difficult for SMEs to understand the range of provision available and, without
approaches from HEIs, they will continue to use their existing providers, both internal and

private sector;

= an increase in the willingness of HEIs to develop courses that are well suited to the specific
needs of a particular business, rather than providing off-the-shelf programmes; courses need
to be tailored to an individual business' specific requirements, otherwise there is at least a

perception that a significant proportion of the course content will not be relevant

= the need for HEIs to target marketing and communications about their services and
capabilities in offering workforce development, such that it is relevant for an employer seeking
training for its staff (for example websites of HEIs are focused on the needs of prospective

and current students rather than employers)

= a simplified and potentially co-ordinated method by which employers could gauge the
suitability and willingness of HEIs to work with employers in providing training, so that they
know which institution(s) are likely to suit their needs and avoid the need to approach many

different potential suppliers

. named and well sign-posted contacts within HEIs nominated to deal with employer requests

for training

% The Council for Industry and Higher Education. (2007). Workforce Development - Employer Engagement with

Higher Education.
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. flexibility in course timings and scheduling: SMEs in particular find it difficult to provide cover

for staff studying part-time

= perceptions of the relevance to businesses of HEI provision: this could be addressed if
graduates were equipped with more business related skills rather than purely academic ones.;
a number of the case study findings from different sectors identified that students from

international HEIs tended to be stronger in terms of wider business skills.

One approach to overcoming barriers to engagement is through strategically organised demand. This
has been seen in the media sector through the development of Skillset Skills Academies. Such an
approach is an innovation in the co-ordination and management of employer engagement and affords
a sharing of knowledge and resources into centres of excellence, supported by SSCs.

Box 9.1: Skillset Media Academies

The world's first Media Academy Network, launched in the UK, is a national grouping of
colleges and HEIs working with industry to develop a new wave of media academies as
centres of excellence representing partnerships between FE/HE and industry. Those
within the industry who have shown support to academies have agreed to provide:

= work placements for tutors, graduates and students
= curriculum development across the network

= provision of guest lecturers and tutors

= peer-to-peer mentor support for tutors

= seminars and showcases

= hardware, software, equipment and training

= R&D and prototype development

= CPD training to industry.

The network is made up of seventeen academies, drawing together creative education
partnerships from 43 colleges and HEIs across the UK.

Grant Thornton UK LLP

57



Research Report 1: The demand for higher level skills by London employers

9. Barriers To Effective Employer Engagement

Evidence of barriers to engagement

The survey data reveals a range of perceptions held by employers of HEIs as training providers, and

offers an insight into why currently they choose commercial/private providers over HElIs.

Figure 9.2 Importance of factors that influence decision making: HEIs versus commercial providers
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Figure 9.3 shows the main barriers to using HEIs as training providers are cited as: course availability,
course content and cost. However, course content is cited as the most serious barrier, followed by
quality. This reinforces the existing demand side research, which revealed that employers are unsure
how to access HEI provision and that there is a need for course content to be tailored and reflect an
understanding of the business needs and challenges.

Figure 9.3 Perceived barriers to using HEIs
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Figure 9.4 highlights why currently employers show a preference for using commercial providers.
Reputation and cost are not perceived to be barriers to using an HEI compared with a commercial

provider.

HEIs will need to make the most of these factors and use them as a unique selling point when looking

at enhancing their employer engagement activities.

Figure 9.4 Perceived barriers to using HEIs compared with commercial providers
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9.7 Conclusions
With London having a large number of SMEs alongside a strong presence of large and international
companies, the barriers to engagement need to be considered for both potential markets in developing

the options for enhancing levels of employer engagement.
Barriers such as time and cost will remain issues to overcome for London HEls.

Whilst cost is acknowledged as a barrier, it appears that existing funding arrangements based on a
student-led model also represent a barrier to engagement. Future funding arrangements will have an
impact on the success of efforts to enhance engagement. Employer willingness, attitudes and opinions

towards co-funding also need to be elicited and understood.

An enhanced understanding of the market dynamics and gauging the level of interest from individual
London employers in working with HEIs will be required by HEIs, coupled with a deep understanding of

the challenges faced by individual businesses.
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Appendix 1: Employer Survey Analysis

Introduction

Grant Thornton commissioned Ci Research to undertake a survey into the demand for higher level
skills (HLS) from London employers. This paper sets out findings from an analysis of the survey data
and complements the existing research undertaken to support the development of the higher education

(HE) employer engagement strategy.
The following sections set out:

= the characteristics of the employers that took part in the survey including the size of the

business and the sector in which they operate.
A detailed analysis of the survey data including:
= an indicative value of the London training and development market
= a breakdown of budget spend by skill level and provider type
. the importance to employers of higher level skills training and development
= an insight into the factors that influence decision making when sourcing providers

= the barriers and perceived advantages of using higher education institutes as training

providers.

The sample included a total of 500 employers which is a statistically small number, however the

study is intended to complement existing research into the demand for higher level skills.
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Sample characteristics

A total of 500 employers took part in the survey, the largest proportion (c.66%) of which
comprised employers with 200 or more employees. A breakdown of the sample size by number of

employees can be seen in the table below.

Survey sample by employee number

Number of employees Number of employers

Small businesses (0-49 employees) 80
Medium-sized businesses (50-199 88
employees)

Large businesses (200+ employees) 332
Total 500

London is a UK and international hub for the business and financial services sectors, with a mix of
other strong and emerging sectors. The employers that took part in the survey broadly reflect the
size and mix of sectors that make up London's business stock. As the table below highlights, the
sector with greatest representation within the survey is business services followed by financial

services.
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Survey sample by sector breakdown

135 27

Business services

Financial services 66 13.2
Health and education (private and public sector) 57 114
Other services 43 8.6
Leisure and tourism (hotels and restaurants) 37 7.4
Transport and communications (including telecoms) 33 6.6
Other services (creative and media) 29 5.8
Retail (including wholesale) 27 5.4
Manufacturing 26 5.2
Construction 23 4.6
Public sector (administration) 22 4.4

Electricity, gas and water supply (including mining and
oil) 2 0.4

Total 500 100

Size of the London training and development market

The survey offers an insight into the spending behaviour of employers, in terms of the allocation
of budgets for training and development and how this budget is spent by skill level. The following
section uses the evidence gathered in the survey as an indicative measure of the size and value

of the London training and development market.

The average percentage of turnover that is spent on training for all UK employees is 3.5%, with
on average ¢.80% of London employees receiving training. This does however vary by sector,
with the manufacturing and health and education sectors spending on average a larger proportion

of their budgets on training and development.
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Average percentage of turnover spent on training and development by sector

Sector Proportion of turnover spent on London based staff

training for all UK employees receiving training

(average %) (%)

Manufacturing 5.7% 60.5%

Health and education (private and public
sector) 4.4% 88.4%

Transport and communications (including

telecoms) 4.2% 80.0%
Financial services 3.8% 78.7%
Business services 3.5% 81.2%
Public sector (administration) 3.4% 73.9%
Leisure and tourism (hotels and restaurants) 3.1% 79.2%

Electricity, gas and water supply (including

mining and oil) 3.0% 100.0%
Other services (creative and media) 2.7% 80.5%
Other services 2.6% 82.1%
Construction 2.2% 92.6%
Retail (including wholesale) 2.1% 71.9%
Total averages 3.5% 80.5%

The manufacturing sector, not being one of the larger sectors within London, is a surprising leader
as a sector that on average spends a larger proportion of its turnover on training and
development, but a smaller than average of London based staff receiving training (c.60%).
Consultation with Made in London, a representative body for London manufacturing SMEs,

highlighted that this statistic is indicative of the changing demands and evolution of the sector.

The London manufacturing sector has, in recent years, become characterised by a number of
small, specialised manufacturing businesses using specialised techniques. As a consequence,
the skills requirement of employers has evolved. Employees within the sector are required to use
and develop highly-specialised and innovative manufacturing processes and techniques, which
require investment in staff and training. The changing demands and character of the sector offers
an explanation as to why employers across the sector invest a larger than average percentage of

turnover in training and development.

Regulatory requirements, or the requirements of a profession, are another motivation for
employers to invest in training and development. The regulatory requirements of a profession and
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a sector offer an insight into why employers within the health and education and transport sectors,
both of which are heavily regulated, invest a larger proportion of their turnover (4.4% and 4.2%

respectively) on training and development.

Further analysis of percentage of turnover spent on training and development by employer size
reveals that larger employers spend on average more (c.4%) on training and train a larger
proportion of their London-based staff (c.83%), whilst smaller employers spend a significantly
smaller proportion of turnover (c.1.8%) and train less of their London-based staff (c.70%). This
reinforces the demand side research findings that smaller employers do not perceive investment

in training and development as a priority for their businesses.

Average percentage of turnover spent on training and development by employer size

Number of employees Proportion of turnover spent on London-based staff receiving

training for all UK employees training

(average %)

Small businesses (0-49

employees) 1.8% 70.0%
Medium-sized businesses (50-199

employees) 3.0% 80.1%

Large businesses (200+
employees) 4.0% 83.3%
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The monetary value of the training and development market

Analysis of the expenditure data collected by the survey reveals that the average per employee
spend on training and development is £1,481. This figure can be used to calculate the monetary
value of the London training and development market. Using employment data form the Office of
National Statistics Annual Business Inquiry and the survey data for spend per employee, the

estimated value of the London market is £5.9 billion, as shown below.

Value of the London training and development market

(a) Average employer spend per employee £1,481
(b) Indicative number of employees within London 3,995,991

(c) Value of the London training and development market (a
x b) £5.9bn

This figure can be used to give an indication of the value of the HLS training and development market.

Survey data reveals that on average 38.5% of London employers’ budgets are spent on higher level
skills. Using this figure and the total value of the London training and development market, an
indicative value of the HLS training and development market can be calculated to be £2.3 billion, as

shown in the table below.

Value of the London HLS training and development market

(c)Total value of the London training and development
market £5.9bn

(d) Average budget spend on HLS 38.5%

(e) Value of the London HLS training and development
market £2.3bn
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Spend by skill level

Analysis of what employers spend their training and development budgets on by skill level reveals that
London employers spend more on HLS training (on average c.38% of budgets), followed by
intermediate skills training (on average ¢.32% of budgets) and basic skills training (on average ¢.29%).

The average breakdown of spend by skill level can be seen in the chart below.

Overall employer training and development budget spend by skill level

[OBasic

@ Intermediate

m Higher

32.4%

There are a number of motivations and influencing factors that will have an impact on the level of
training required by employers within sectors ranging from regulatory requirements, or changing sector
needs. As the table overleaf reveals, the financial services sector spends ¢.60% of its training budget
on HLS, contrasting with employers in the leisure and tourism sector, who spend on average only

€.18% of budgets on HLS training but c.43% on intermediate level skill training.
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Average spend by skill level and sector

Number of employees Intermediate

(%)

Financial services 15.8% 23.9% 60.3%

Other services (creative and
media) 27.6% 21.9% 50.5%

Health and education (private

and public sector) 27.0% 26.0% 47.0%
Business services 29.8% 30.4% 39.7%
Construction 29.7% 37.7% 32.6%
Other services 33.8% 35.1% 31.0%
Public sector (administration) 29.6% 39.5% 30.9%
Retail (including wholesale) 35.0% 36.3% 28.8%
Manufacturing 36.7% 37.5% 25.8%

Transport and communications
(including telecoms) 32.8% 43.0% 24.1%

Leisure and tourism (hotels and
restaurants) 38.6% 43.1% 18.3%

Electricity, gas and water supply
(including mining and oil) 0.0% 100.0% 0.0%

Further analysis of employer spend by skill level reveals that small businesses spend on average more

on HLS, than larger businesses as shown in the table below.

Average spend by skill level and employer size

Number of employees Intermediate
(%)

Small businesses (0-49
employees) 30.4% 23.7% 45.9%

Medium-sized businesses (50-
199 employees) 35.6% 36.4% 28.0%

Large businesses (200+
employees) 27.2% 33.2% 39.5%
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Spend by provider type

Research has shown that employers show a preference for in-house provision. The survey data
reinforces this, with employers across all sectors, except the utilities industry, showing a preference for

in-house training. The preference for in-house training can be seen below.

Use of different types of providers

W Always @ Very Frequently

In house
Commercial
HEI

FE

OFairly Frequently I

= - - =
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T T T T T T T T T T
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response count

The survey reveals that public sector employers spend the largest proportion of their budgets on HEIls
as compared with other sectors, however this remains a relatively small proportion of spend at ¢.12%.
Employers within the public sector still show a preference for in-house and commercial provision, which

together capture ¢.78% of training spend.

The table below offers a breakdown of average budget spend by provider type across different sectors.
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Average budget spend by provider type

--

Public sector (administration) 12.55 40.14 38.45

Health and education (private and public

sector) 9.74 50.00 20.14 4.16 3.68 12.28
Financial services 9.14 46.14 34.06 1.82 1.27 7.58
Other services 8.26 51.86 28.28 1.81 0.49 9.30
Manufacturing 7.69 59.42 30.38 2.50 0.00 0.00
Construction 7.04 47.74 29.57 11.30 0.00 4.35
Other services (creative and media) 6.55 55.86 25.00 4.66 4.48 3.45

Transport and communications (including

telecoms) 5.76 53.79 26.67 3.94 0.76 9.09
Business services 5.31 59.73 24.80 3.55 2.90 3.70
Retail (including wholesale) 4.67 63.30 17.41 3.52 0.00 11.11

Leisure and tourism (hotels and

restaurants) 1.35 67.54 17.97 3.92 3.81 5.41

Electricity, gas and water supply

(including mining and oil) 0.00 5.00 45.00 0.00 0.00 50.00

Total 6.85 54.66 26.21 3.76 2.13 6.40
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Despite differences in how budgets are spent across provider types, there is little perceived difference

in the effectiveness and quality of provision they offer, as illustrated below.

Effectiveness of provision by type of provider
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The importance of HLS training to employers

The survey data reveals the importance of HLS to employers and gives an insight into why employers

are motivated to invest in training and development.

The chart below shows that by levels of importance the requirements of a profession are a priority for
employers when investing in training. This finding complements the existing demand side research that
highlighted that employers want training provision that is role-related and that enables employees to

fulfil their role.

Staff retention was a close second priority for those employers that perceive HLS as vitally important
for their business; however, staff retention emerges as a motivating factor among those who stated that

higher level skills were either vitally, very or fairly important.

The chart below also illustrates that increased revenues, profits and research and development are all

closely linked in determining why HLS training impacts on business.
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Impact of HLS on business areas

B Vitally important @ Very important O Fairly important

Requirements

Retention

Revenues

Profits

R&D

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

response count

There are subtle differences across sectors in the perceptions of the value of HLS to a business.
Requirements of the profession and staff retention remain the top two priorities for employers across
the health and education sector, business services and finance sectors. However there are differences

in the third priority across these sectors:
= in the health and education sector, HLS enable research and development (R&D)
. in the business services sector, HLS enable increased revenues

= in the financial services sector, HLS enables increased profits.

Methods used to organise training and development

The existing demand side research highlighted that there is no one preferred method used by
employers to organise and manage training and development. The survey data reinforces this finding

and does not reveal a significant preference for using a single method or tool.

Training budgets (total budget and split by provision), training plans, appraisals and skills audits are all
used, however a slight preference is shown for appraisals (respondents stated it was a method used
always, very and fairly frequently). This highlights that providers need not only to aim to influence
employers and ensure that training provision fits with the aims and objectives of a business, but that
marketing activities should also aim to influence employees, who are responsible for their own personal

development and the negotiation of training provision within their appraisals.
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Methods used to organise training and development

W Always

B Very Frequently OFairly Frequently

Budget

Training plan
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Budget split by provision
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response count

Methods used to identify suppliers of training

With employers using a number of different methods to organise and manage training and
development, they also respond differently to the activities of providers in promoting their services, and

show a preference for using and responding to different methods in identifying training providers.

On average ¢.72% use repeat providers, and this can be seen in the preference for using historical
connections as a method of identifying providers. Word-of-mouth was also shown to be a preference
amongst employers. This finding is supported by the existing demand side research that highlighted

that employers use HR networks as a means of sourcing providers.

The preference for using these two factors also highlights that reputation within a provider’s target

market network is critical in ensuring a steady customer flow.

The use of meetings was common, with the data highlighting that cold calling does not provoke a
favourable response from employers.
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Methods used to identify providers of training and development
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London employers are faced with a broad range and choice of providers to meet their training needs.
The survey data reveals that over 60% of employers believe that their HLS training needs can be met
by providers within London. Further analysis of the data highlights that there are few areas in which

employers feel they are poorly provided for, as illustrated below.

Employers’ training needs met within London by topic

M Excellent @ Very Good

Technical, practical or job-specific
Customer handling
Management and leadership
Team working

Oral communication

Written communication
General IT user
Problem-solving

Literacy

Office admin
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Foreign language
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response count

The survey reveals that the use of public sector provision and interventions within this market is not
currently well known by employers. Interventions such as Train to Gain and Lifelong Learning Networks
are reported to be rarely used by employers when sourcing provision. The chart below highlights the
views and use by employers of public sector interventions within the market, and highlights the need to

raise awareness and strengthen the position of such interventions.

Employers’ awareness of interventions
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Perceptions of HEIs as training providers

The survey data reveals a number of perceptions of HEIs as training providers among employers, and
offers an insight as to why they currently choose commercial/private providers over HEIs. The chart
below highlights that although there are marginal differences in the factors that influence the use of

commercial providers, commercial providers lead on all aspects cited.

Importance of factors that influence decision making: HEIs versus commercial providers

5.0 ~

R e e

401 -

3.5 A

3.0 A

25+ -

Average score

20 +-

15+ -

1.0 + -

05 + -

0.0 ~

Course content Cost Reputation Course availability Timing Accessibility

The main barriers to using HEIs as training providers are overall cited as availability, course content
and cost. However, course content is cited as the most serious barrier, followed by quality. This
reinforces the existing demand side research that revealed that employers are unsure how to access
HEI provision and that there is a need for course content to be tailored and to reflect an understanding
of the business needs and challenges.
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Perceived barriers to using HEls
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The figure below highlights why employers currently show a preference for using commercial providers.

Reputation and cost are not perceived to be a barrier to using an HEI compared with commercial

providers.

HEIs will need to make the most of these factors and use them as a unique selling point when looking

at enhancing their employer engagement activities.

Perceived barriers to using HEIs compared with commercial providers
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Appendix 2: Sectoral overview of skills demand

Nature of skills demand across London by Sector Skills Councils

It should be noted that the information provided offers a broad overview of the skills imbalance across
each Sector Skills Council (SSC) as detailed in the Skills for Business Network Labour Market

Information reports. However, the nature of the skills demand and requirement will differ within each

sub-sector covered.

Sector Skills

Council

Asset Skills

Automotive
Skills

Cogent

Construction
Skills

Creative and
Cultural Skills

e-skills UK

Energy & Utility

Nature of skills imbalance

The sector spans a diverse range of occupations, from employees with low level
qualifications such as administrative staff and cleaners to highly skilled employees such
as chartered surveyors. Within London, 12% of firms reported skills gaps; of these, 39%
are 'elementary staff' and 15% are those employed in skilled trades.

Nationally, 42% of employees are qualified to Level 3 or above (no data was available

for London).

Across London, a lower proportion of firms reported a skills shortage than the national
average (2% and 6% respectively), however a higher proportion reported a skills gap

(27% and 23% respectively).

Nationally, 41% of employees are qualified to Level 3 or above (no data was available

for London).

London represents 9% of the Cogent sector in England, with employment in the regions
focused on management and senior positions.

Employers in the region have reported low levels of skills gaps: 7% compared with the
national average of 32%. However, a higher proportion reported skills shortages: 12%
compared with the national average of 7%, where gaps have been reported

predominantly in sales and customer services positions.
59% of employees in London are qualified to Level 3 or above (national average 52%).

Within London, 64% reported difficulties in recruiting skilled staff, compared with 79%

nationally. Nine per cent of London companies had a long term vacancy.

Nationally, 50% of employees are qualified to Level 3 or above (no data was available

for London).

Nationally, 68% of employees are qualified to Level 3 or above (no data was available

for London).

The proportion of firms reporting skills gaps and shortages in London — 12% and 3%

respectively — was lower than the national average of 15% and 4% respectively.

Nationally, 72% of employees are qualified to Level 3 or above (no data was available

for London).

Replacement demand is a key issue across the sector, with a high age profile across the
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Sector Skills

Council

Nature of skills imbalance

Skills

Financial
Services Skills
Council (FSSC)

GosSkills

Improve Ltd

Lantra

Lifelong
Learning UK
(LLUK)

People 1st

SEMTA

industries. The sector is characterised by a highly-skilled and experienced workforce
which needs to be replaced as employees approach retirement age: young entrants are

not being attracted into the industries in the numbers needed.

Employers in the sector are reporting significant skills gaps and recruitment difficulties
due to changing skills requirements, loss of experienced staff and shortages of

adequately skilled and qualified applicants in the labour market.
59% of employees in London are qualified to Level 3 or above (national average 53%).

The proportion of firms reporting skills gaps and shortages in London was 21% and 3%
respectively, which is lower than the national average of 27% and 4% respectively.

The proportion of firms that provided staff training was lower in London than the national

average: 72% and 75% respectively.

Nationally, 59% of employees are qualified to Level 3 or above (no data was available

for London).

Skills deficiencies exist across the sector with the largest gaps cited as a lack of
technical and practical skills, customer handling skills and team working skills.
Occupations in which employees lacked skills were driving/operating,

engineering/maintenance, sales and customer services.

Nationally, 40% of employees are qualified to Level 3 or above (no data was available

for London).

There is a high commuter trend across the sector in London. Employers have reported
difficulties in recruiting technically-skilled staff, such as food scientists, and nationally

there are difficulties recruiting into manual labour and basic processing functions.

58% of employees in London are qualified to Level 3 or above, which is significantly

higher than the national average of 35%.

Land management and production represents 38.7% of all landbased industries across
the region. Future skills priorities have been identified in the areas of animal health and
welfare, food safety, financial management, environmental assessments and waste

management.
53% of employees in London are qualified to Level 3 or above (national average 40%).

27% of organisations within London reported skills gaps and 5% reported shortages (in

line with the national average).

Nationally, 78% of employees are qualified to Level 3 or above (no data was available

for London).

Vacancies across the sector are reported to be due to the lack of interest in employment
within the industry and the lack of applicants with the required skills. Employers found it
difficult to find applicants with generic skills, such as communication and team working,

with high levels of need for technical and practical skills across the sector.

Nationally, 37% of employees are qualified to Level 3 or above (no data was available

for London).

Low levels of skills gaps and shortages were reported across the sector at 18% and 5%
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Sector Skills

Council

Nature of skills imbalance

Skillfast-UK

SkillsActive

Skillset

Skills for Care
and

Development

Skills for Health

Skills for Justice

Skills for
Logistics

respectively, compared with national averages of 22% and 8% respectively.
49% of employees in London are qualified to Level 3 or above (national average 59%).

London has a modest manufacturing base within the sector, but is the country's leading
centre for associated design. Around one third of total national employment in washing

and dry cleaning is concentrated in London.

The overall incidence of skills deficiencies is lower than average in the region, but
deficiencies remain in some parts of the sector (for example in recruiting skilled cutters

and tailors) and sole traders suffer from a lack of business skills.
28% of employees in London are qualified to Level 3 or above (national average 33%).

Nationally, organisations find it difficult to obtain applicants with communication skills,
team working skills, customer handling skills, technical and practical skills and problem
solving skills.

Playwork organisations struggled to meet Ofsted requirements for playworkers with

Level 2 and 3 qualifications.
57% of employees in London are qualified to Level 3 or above (national average 50%).

The Skillset workforce survey (2003) found that employees in London have training
needs for improving current work, career development and developing new technical

skills.
79% of employees in London are qualified to Level 3 or above.

Across the region, the proportion of organisations reporting skills gaps and shortages
was 15% and 6% respectively, which was lower than the national average of 23% and

10% respectively.

Nationally 48% of employees are qualified to Level 3 and above (no data was available

for London).

The sector is dominated by the NHS, but there also exists a large humber of
independent hospitals, homes and practitioners. Within London, the proportion of
organisations reporting skills gaps was 13%, which is lower than the national average of
26%.

Nationally, 65% of employees are qualified to Level 3 and above (no data was available

for London).

Nationally, 71% of employees are qualified to Level 3 and above (no data was available
for London).

Across the sector, employers reported that vacancies for machine operatives, including
LGC drivers, were hard to fill. The proportion of companies across the region reporting a

skills gap of 12% was lower than the national average of 18%.

The main reason cited for the skills gaps reported was a lack of experience or staff being
new to the job. Vacancies were largely due to a lack of interest in the type of jobs

available and a low number of applicants with the required skills.

Nationally, 32% of employees are qualified to Level 3 and above (no data was available

for London).
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Sector Skills Nature of skills imbalance

Council

Skillsmart Retail ~ London is home to more than 75 of the UK's largest retailers. The most common areas
of skills deficiency are customer handling skills, communication skills, team working
skills and problem solving skills. The most significant occupations within the sector are

managers and senior officials (19%) and sales and customers services (50%).

Nationally 36% of employees are qualified to Level 3 and above (no data was available
for London).

SummitSkills The lowest number of skills gaps was reported by London companies, at 12%.

The main causes for hard-to-fill vacancies are the low number of applicants and the low
number of applicants with the skills required by the business.

Data was not available for levels of employee qualification levels.

Government No information available.
Skills
ProSkills UK No information available.

Training expenditure on skills development by Sector Skills Councils

Figures from the NESS 2005 indicated that total training expenditure in the UK over the past 12 months
was £33.3 billion, with an estimated 17% (£5.8 billion) within London. The chart below splits this
national figure by Sector Skills Council, illustrating the proportion of total expenditure broken down by

off-the-job training and on-the-job training.

Figure 9.2: Training expenditure by Sector Skills Council (nationally)
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The average training spend per employee across the Sector Skills Councils was £1,550. Those sectors

with greatest expenditure on training were not those with the highest spend per employee. The figure
below identifies the training expenditure per employee by Sector Skills Council.

Figure 9.3: Training expenditure per employee by Sector Skills Council (nationally)
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Appendix 3: Sector Skills Council coverage

The table below details the sector coverage of each Sector Skills Council:

Sector Skills Council I Industry/sector coverage I

Asset Skills Property, housing, cleaning and facilities management
Automotive Skills Retail motor

Cogent Chemical, nuclear, oil and gas, petroleum and polymer industries
Construction Skills Construction

Creative and Cultural Skills Arts, museums and galleries, heritage, crafts and design

e-skills UK IT, telecoms and contact centres

Energy & Utility Skills Electricity, gas, waste management and water industries

Financial Services Skills Council ) . .
Financial services

(FSSC)

GosSkills Passenger transport

Improve Ltd Food and drink manufacturing and processing

Lantra Environmental and land-based industries

Lifelong Learning UK (LLUK) Learning and development

People 1% Hospitality, leisure, travel and tourism

SEMTA Science, engineering and manufacturing technologies
Skillfast-UK Apparel, footwear, textiles and related businesses
SkillsActive Active leisure and learning

Skillset Broadcast, film, video, interactive, media and photo imaging
Skills for Care and Development Social care including children, families and young people
Skills for Health Health sector

Skills for Justice Custodial care, community justice and the police

Skills for Logistics Freight logistics

Skillsmart Retail Retail

Summitskills Electro-technical, heating, ventilating, air conditioning, refrigeration

and plumbing

_ Civil Service (including executive agencies), non-departmental
Government Skills _ .
public bodies and the armed forces

_ Processing and manufacturing, coatings, extractives, glass,
ProSkills UK o -
building products and printing
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J Representation

Institution /

Organization

Position

Latchman

London

A Chair Anthony Salz NM Rothschild & Sons | Executive Vice
Ltd Chairman
B HEIls Professor David Birkbeck, University of | Master of Birkbeck

and elected Chair of
London Higher

Professor Deian
Hopkin (member until
January 2008;
replaced by Brad
Coales, Director of
Employer
Engagement for
remainder of project)

London South Bank

University

Vice Chancellor and

Chief Executive

Professor Adrian

Queen Mary,

Principal

until December 2007;
replaced by Kate
Richards, Head of
Compensation &
Benefits, for remainder

of project)

Smith University of London
Professor Robin Baker | Ravensbourne Director and Chief
College of Design and | Executive
Communication
C Lifelong Learning | Noel Otley Havering College of Principal
Network Further and Higher
Education
D Business/LSEB/ | Kate O’Connor Skillset Deputy Chief
ssc Executive
E Business Peter Navin Lloyds TSB Managing Director
Tracey Hahn (member | Merrill Lynch Managing Director
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Representation

Dick Coldwell

Institution /
Organization

Foundation Degree

Forward

Position

Chair

Co-opted

Jackie Lawlor

Royal Mail Group

Head of People
Development

Amanda Whiteford

Tube Lines Ltd

Head of Learning and

Development

Dave Podmore

Accenture

Head of Master
Vendor Service

(Learning)

F Project Partner

Representatives

John Stone

Learning and Skills

Network

Chief Executive

Baroness Jo Valentine

London First

Chief Executive

John Attree

London First

Director

Jane Glanville

London Higher

Chief Executive

Board

G HEFCE (non Clair Murphy Higher Education London Regional
voting) Funding Council for Adviser
England
H GLA (non voting) | Tony Evans Greater London Policy Adviser
Authority
Secretary to the Naz Khan London Higher Projects Officer
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The London Higher Skills Board acknowledges the input from the following:

Project Manager

Naz Khan

London Higher

Projects Officer

Project Manager

Graeme Duncan

London First

Business and Education

Manager
Consultants Karl Eddy Grant Thornton Partner
Consultants Stephen Gifford Grant Thornton Director
Consultants David Edwards Grant Thornton Director
Consultants Julia Rich Grant Thornton Manager
Consultants Peter Smith Grant Thornton Manager
Consultants Dan Farag Grant Thornton Manager
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