Executive Summary

Introduction

· The Nottingham City Strategy pathfinder is testing a city-wide approach to tackling worklessness.

· This report highlights how an understanding of ‘labour market churn’ is important for strategy and associated targets.
The Concept of ‘Churn’
· ‘Churn’ is used to describe movements in and out of, and within, a particular ‘place’ or ‘state’.

· ‘Demographic churn’ describes movements in and out of, and within, a geographical area. It needs to be borne in mind when evaluating the success of interventions focused on people in particular areas.

· ‘Labour market churn’ describes movements in and out of, and within, economic position categories/ labour market states. From a City Strategy perspective movements from unemployment and inactivity into employment are of foremost interest, although movements within employment are also of interest in terms of employment retention and progression.

· Labour market churn is not inherently ‘bad’. A certain amount of ‘churn’ is indicative of a ‘healthy’ labour market, but it is difficult to specify exactly how much.

· Some individual characteristics, industries and occupations are characterised by greater labour market churn than others.

· Those with no/ low qualifications who are most vulnerable in the labour market, are more likely than other workers to ‘churn’ between non-employment, employment and non-employment.

· Labour market churn may be ‘voluntary’ or ‘involuntary’; (the majority of churn is ‘voluntary’. ‘Involuntary’ churn is of foremost concern from a City Strategy perspective.

Key Messages from a Review of the Literature on ‘Labour Market Churn’
· ‘Churn’ is used and interpreted in different ways in the literature.

· Labour market transitions vary in accordance with individual characteristics.

· Young people are particularly likely to ‘churn’ on a voluntary basis. Since Nottingham has a relatively high proportion of young people it is likely to be characterised by a higher than average degree of ‘churn’.

· Low skilled individuals are more likely to experience a circle of low-skilled employment, unemployment and inactivity than those with high skills. Experience of low-skilled employment and worklessness is self-reinforcing.

· It is important to consider the demand-side as well as the supply-side of the labour market when examining ‘churn’ from a policy perspective, since both demand and supply influence ‘churn’. On the demand-side, temporary, seasonal and casual work contributes to ‘labour market churning’. On the supply-side, a range of individual and household factors (both financial and non-financial) are associated with ‘labour market churning’. Policy changes influence labour market transitions.

· To some degree, the extent and nature of ‘churning’ is related to overall economic conditions.

· Labour market attachment of individuals is an important factor in understanding ‘churn’.

· Job search methods have an influence on labour market transitions.

· UK-born workers who are in less skilled occupations and who are otherwise vulnerable in the labour market are vulnerable to displacement by new migrant workers, but the industries and occupations in which new migrants are particularly concentrated are characterised by higher than average ‘churn’.

· There is a range of different barriers to employment and how these barriers inter-relate varies at individual level.

· Incentives (financial or otherwise) to enter and to progress in work vary between different workless sub-groups.

· There is a range of definitions of ‘employability’ in use, but many encompass the need to retain and progress in employment, as well as to attain a job in the first instance.

· Policy is increasingly focused on ‘sustainable employment’ – i.e. increasing the time individuals remain in employment.

· Upskilling and retraining are likely to help individuals’ experience of ‘labour market churning’, but not all individuals are interested in labour market advancement.

Data Sets for Measuring ‘Labour Market Churn’ and Selected Analyses
· Aggregate labour market data collected from administrative records (e.g. that available via Nomis) represents a ‘snapshot’ of labour market churn.

· It is clear from aggregate claimant flow data that those in less skilled occupations – notably Elementary Occupations, Administration Occupations and Sales Occupations – are the foremost contributors to on-flows to, and off-flows from, JSA.

· At the individual level, labour market churn can only be understood through analysis of longitudinal data sources.

· The Work and Pension Longitudinal Study (WPLS) – which brings together a range of databases held by the Department for Work and Pensions (DWP) and Her Majesty’s Revenue and Customers (HMRC) – offers considerable potential to examine churn. However, the database is complex and not available for general access. A business case has to be made successfully to DWP for access to the data. Some City Strategy Pathfinders have expressed interest at strategic level in using WPLS to measure outcomes of those individuals subject to City Strategy interventions.

· The Labour Force Survey (LFS) has a longitudinal element. Analysis of individuals is possible over five consecutive quarters and, in theory, it is possible to use other labour market variables available from the LFS to disaggregate flows between economic position/ labour market states by individual characteristics. However, in practice, sample size limits the scope for disaggregated analysis – by geography and by individual characteristics.

Assessment, Implications for Strategy and Recommendations
· Both supply and demand-side characteristics influence labour market churn. 
· On the supply-side, policy needs to be multi-faceted, focus on motivation of individuals to gain, retain and progress in employment; address inaccurate perceptions of opportunities available; upskilling in order that individuals can compete successfully for a wider range of employment opportunities; and support to overcome barriers to gain, retain and advance in work.

· On the demand-side, policy needs to work with employers to reduce excessive recruitment and retention costs where applicable, and help to make jobs more attractive – to the advantage of both employers and employees.

· Given the range of factors influencing labour market it is difficult to make any precise estimate of how labour market churn in Greater Nottingham is likely to impact upon targets.
· It is recommended that the Nottingham City Strategy Pathfinder joins with other City Strategy consortia to gain access to Work and Pensions Longitudinal Study (WPLS) data for ‘tracking’ individuals at local level – to gain greater insight into demographic and labour market churn, and so both inform and assess the impact of policy interventions.
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