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ABSTRACT 
 

The Impact of Local Labour Market Conditions on 
Participation in Further Education in England� 

 
Over the past 30 years, participation in Further Education (FE) in England has been markedly 
counter-cyclical. What is more, it has yet to increase beyond the peak of 70% reached in 
1993, much to the concern of policy-makers. An obvious explanation for these facts is the 
availability of labour market opportunities, as measured by youth unemployment. Other 
things equal, the higher is youth unemployment, the more inclined young people will be to 
participate in FE. To assess this claim, we construct a 20-year panel of regional-level data. In 
line with this simple story, we find youth unemployment effects that are at least twice as large 
as those previously estimated, and that can explain the absence of any post-1993 increase, 
at least for boys. Other interesting findings concern the role of national returns to participation 
for boys, and cohort size for girls. 
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Figure 1: Participation in Further Education (%) 
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Notes: Data provided by the DfES. These refer to all School pupils (recorded in January) and all FE pupils (recorded 
in November) as a percentage of the cohort aged 16 in the previous August (or 15 before the raising of the school-
leaving age in 1972).  
 
 
Figure 2: Participation, Exam Achievement and the Labour Market 
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Notes: FE Participation as in Figure 1. Exam Achievement series measures the proportion of school-leavers 
achieving five or more higher grade GCSE (or O level) passes. Data for 1994-2000 from DfES Statistical Bulletins. 
Before 1994, data are taken back using a series very kindly provided by Duncan McVicar (see McVicar and Rice 
(2001) for details. Unemployment based on LFS definition from 1984-1999 and taken back using the estimated 
claimant count rate. 



Figure 3: Individual-Level Data 
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Figure 4: Regional-Level Data 
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Table 1: Changes in the Participation Environment: 1975-1996 
 
  Arrangements in 1975 1979 1981 1988 1990 1992 1993 1994 

Academic A levels   AS Levels     
Vocational  BTEC National 

ONC/OND 
    GNVQ 

Advanced 
  

NVQ 
Level 3 

Work-
Based 

       Modern 
Apprenticeship 

Academic O levels   GCSE A-C     
Vocational  BTEC First Diploma 

RSA Diploma 
    GNVQ 

Intermediate 
  

NVQ 
Level 2 

Work-
Based 

City & Guilds Craft 
Trade Apprenticeship 

      National 
Traineeships 

Academic CSEs   GCSE D-F     
Vocational  BTEC First Certificate 

RSA Other 
    GNVQ 

Foundation 
  

NVQ 
Level 1 

Work-
Based 

City & Guilds Other YOPS YTS  YT    

Other   LEAs responsible for FE 
provision 
Non-participants may 
claim income support 

  Non-
participants 
may not claim 
income support 

  FEFC and 
schools 
responsible for 
FE provision 

 

 
Notes: Compiled by the author from various sources. NVQ = National Vocational Qualification; BTEC = Business Technology and Education 
Council; RSA = Royal Society of Arts; YOPS = Youth Opportunities Scheme, YTS = Youth Training Scheme; YT = Youth Training; GNVQ= 
General National Vocational Qualification; FEFC = Further Education Funding Council. 



 
Table 2: FE Participation Assumptions from Highest Qualification in the LFS & GHS 
 
 Leave Participate-Vocational Participate-Academic 
GHS O levels 

CSE 
None 

HNC/HND; Nursing 
ONC/OND; 
RSA equivalent; 
Apprenticeship 

Higher Degree 
Teaching 
A levels 
 

LFS 
1979-
1984 

O levels 
CSE; Still Study; 
None; Unknown; 
N/A 

Corp/Prof qual; Nursing; 
HNC/HND; ONC/OND; 
C&G 
Other Prof/Voc qual 

First/Higher Degree; 
Teaching (Sec); 
Teaching (Pri); A 
level 
 

LFS 
1985-
1988 

See above Other Degree; Nursing; 
BTEC Higher/HND/HNC; 
BTEC Lower/ONC/OND; 
C&G; Any other Prof/Voc 
qual 

See above 

LFS 
1989-
1991 
 

See above Other Degree; Nursing; 
BTEC Higher/HND/HNC; 
BTEC Lower/ONC/OND; 
C&G; YTS; Other Prof/Voc 
qual 

See above 
 

LFS 
1992 

See above Other Degree; Nursing; 
BTEC Higher/HND/HNC; 
BTEC Lower/ONC/OND; 
C&G; YTS; RSA 
Other Prof/Voc qual 

See above 

LFS 
1993-
1996 
 

 
GCSE  
(A-C) 
GCSE (D-F); 
CSE; None; 
Don’t Know 

Other Degree; Nursing; 
BTEC Higher/HND/HNC; 
RSA Higher; RSA 
Advanced; BTEC 
Lower/ONC/OND; C&G 
Ad; CSYS; CSYS; RSA 
Diploma; C&G Craft; BTEC 
First; BTEC General; YT; 
YTP; SCOTVEC; RSA 
other; C&G other; Other Prof 
qual 

Higher Degree; First 
Degree; Diploma in 
HE; Teaching; Other 
High Qual below 
degree level; A level; 
SCE 

 
Notes: GHS = General Household Survey; LFS = Labour Force Survey 
 



Table 3: Variable Means by Selected Regions 1976-1996 
 
 NORTH YORKS W-MID E-ANG S-EAST S-WEST 
Participation (FT) 44.027 46.696 49.564 49.866 58.214 54.216 
>=5 A-C 22.608 22.523 23.106 25.829 27.565 27.131 
1-4 A-C 27.799 26.840 28.128 28.693 28.379 29.516 
>=1 Pass 35.206 35.462 33.522 32.247 29.156 31.613 
No Passes 13.576 14.339 14.521 11.624 11.146 9.381 
Avg Household Income 2.130 2.142 2.165 2.323 2.665 2.284 
Unemployment (18-19) 0.187 0.149 0.155 0.102 0.102 0.111 
Unemployment (Leave) 0.126 0.104 0.111 0.074 0.082 0.079 
Unemployment (Part-Voc) 0.085 0.064 0.071 0.054 0.057 0.052 
Unemployment (Part-Ac) 0.058 0.048 0.049 0.042 0.047 0.051 
Return (Part-Voc) 0.218 0.191 0.173 0.202 0.157 0.212 
Return (Part-Ac) 0.367 0.343 0.370 0.380 0.380 0.373 
Cohort Size (000) 42.35 65.63 70.32 23.85 202.82 53.77 
 
Notes: Authors calculations. 
 



Table 4: Participation Amongst Boys 
 

 Basic 
Model 

Sensitivity Checks Region-
Specific 
Trends 

Reduced-Form Models 

 (1) (2) (3) (4) (5) (6) 
       

Exam5 0.961 
(0.160) 

1.057 
(0.160) 

1.060 
(0.176) 

0.445 
(0.202) 

 
 

Exam4 0.414 
(0.149) 

0.475 
(0.142) 

0.388 
(0.158) 

0.0318 
(0.156) 

 
 

Exam1 0.414 
(0.151) 

0.433 
(0.157) 

0.594 
(0.169) 

0.196 
(0.155) 

 
 

Income 0.743 
(1.228) 

1.130 
(0.965) 

3.463 
(1.640) 

-1.122 
(1.128) 

1.292 
(1.321) 

-1.175 
(1.124) 

Unemp 
(Youth) 

0.683 
(0.109) 

0.518 
(0.109) 

0.599 
(0.105) 

0.490 
(0.138) 

0.793 
(0.116) 

0.453 
(0.138) 

Unemp 
(Leave) 

-0.083 
(0.124) 

-0.0719 
(0.116) 

-0.0614 
(0.139) 

-0.0905 
(0.114) 

-0.779 
(0.129) 

-0.0434 
(0.111) 

Unemp 
(Voc) 

-0.146 
(0.153) 

0.124 
(0.155) 

0.0247 
(0.247) 

-0.0804 
(0.152) 

-0.281 
(0.183) 

-0.0776 
(0.153) 

Unemp 
(Ac) 

0.118 
(0.112) 

0.200 
(0.113) 

0.455 
(0.188) 

0.0990 
(0.0978) 

0.110 
(0.134) 

0.121 
(0.101) 

Return 
(Ac) 

1.135 
(1.779) 

-0.204 
(1.635) 

0.513 
(3.176) 

1.266 
(1.612) 

1.911 
(2.184) 

1.972 
(1.635) 

Return 
(Voc) 

-3.112 
(2.504) 

-0.975 
(1.501) 

-5.809 
(2.954) 

-3.016 
(2.384) 

-4.016 
(3.019) 

-3.258 
(2.314) 

Cohort 
Size 

-0.066 
(0.018) 

-0.056 
(0.022) 

-0.032 
(0.023) 

-0.042 
(0.0333) 

-0.063 
(0.016) 

-.0487 
(0.0293) 

Region 
& Time 

� � � � � � 

Region 
Trends 

   �  
 

� 
 

N 136 144 128 136 136 136 
R-sq 0.99 0.99 0.99 0.99 0.99 0.99 

 
Notes: In column (1), variables subject to sampling error are instrumented using lagged values as instruments. In 
column (2) and (3), levels and three-year moving averages are used respectively. In columns (4), (5) and (6), these 
variables are treated as in column (1). Robust standard errors in parentheses. 



Table 5: Participation Amongst Girls 
 

 Basic 
Model 

Sensitivity Checks Region-
Specific 
Trends 

Reduced Form 
Models 

 (1) (2) (3) (4) (5) (6) 
       

Exam5 0.684 
(0.248) 

0.563 
(0.223) 

0.697 
(0.263) 

0.769 
(0.294) 

  

Exam4 -0.419 
(0.215) 

-0.469 
(0.186) 

-0.314 
(0.219) 

0.0404 
(0.172) 

  

Exam1 -0.302 
(0.221) 

-0.289 
(0.205) 

-0.180 
(0.232) 

0.0250 
(0.154) 

  

Income -0.046 
(1.103) 

1.053 
(0.849) 

-0.170 
(2.046) 

0.215 
(0.999) 

1.708 
(1.399) 

0.125 
(1.056) 

Unemp 
(Youth) 

0.219 
(0.0863) 

0.225 
(0.0686) 

0.433 
(0.166) 

0.211 
(0.115) 

0.516 
(0.121) 

0.277 
(0.114) 

Unemp 
(Leave) 

-0.171 
(0.168) 

0.221 
(0.182) 

-0.393 
(0.294) 

-0.253 
(0.l57) 

0.111 
(0.220) 

-0.0461 
(0.141) 

Unemp 
(Voc) 

0.121 
(0.111) 

-0.0998 
(0.132) 

-0.073 
(0.261) 

0.214 
(0.0976) 

-0.00689
(0.142) 

0.191 
(0.987) 

Unemp 
(Ac) 

-0.151 
(0.109) 

-0.00294 
(0.0874) 

-0.196 
(0.174) 

0.0260 
(0.103) 

-0.0231 
(0.123) 

0.116 
(0.0959) 

Return 
(Ac) 

-0.138 
(0.784) 

-0.133 
(0.875) 

-9.705 
(1.560) 

0.469 
(0.585) 

0.0155 
(1.098) 

0.866 
(0.615) 

Return 
(Voc) 

0.904 
(1.359) 

-0.118 
(0.335) 

0.139 
(0.685) 

0.932 
(0.904) 

2.074 
(1.599) 

2.073 
(0.998) 

Cohort 
Size 

-0.061 
(0.028) 

-0.0366 
(0.024) 

-0.051 
(0.033) 

-0.157 
(0.0372) 

0.032 
(0.023) 

-0.145 
(0.0437) 

Region  
& Time 

� � � � � � 

Region 
Trends 

   �  
 

� 
 

N 136 144 128 136 136 136 
R-sq 0.99 0.99 0.99 0.99 0.99 0.99 

 
Notes: Robust standard errors in parentheses. 



Table 6: Modelling the Estimated Year Dummy Variables 
 

 Without Regional Trends With Regional Trends 
 (1) (2) (3) (4) 
 Boys 

Returns 
(Voc) 

-7.648 
(17.294) 

-0.0955 
(0.0774 

-18.697 
(16.992) 

-0.0734 
(0.0358) 

Returns 
(Ac) 

59.624 
(29.910) 

212.87 
(30.288) 

2.875 
(29.740) 

164.11 
(15.677) 

Unemp 
(Leave) 

-4.600 
(0.880) 

-1.725 
(0.682) 

-4.465 
(0.954) 

-1.398 
(0.312) 

Unemp 
(Voc) 

4.773 
(1.238) 

0.00323 
(0.00595) 

5.517 
(1.305) 

0.00281 
(0.00272) 

Unemp 
(Ac) 

0.234 
(0.135) 

-0.195 
(0.174) 

0.0516 
(0.134) 

-0.184 
(0.0803) 

N 17 17 16 16 
R-sq. 0.915 0.856 0.832 0.939 

     
 Girls 

Returns 
(Voc) 

-17.361 
(14.819) 

-0.128 
(0.0656) 

-43.018 
(30.306) 

-0.224 
(0.0686) 

Returns 
(Ac) 

30.104 
(19.156) 

-35.609 
(41.645) 

55.323 
(38.520) 

-49.609 
(42.958) 

Unemp 
(Leave) 

-2.107 
(0.955) 

-2.255 
(0.904) 

-2.897 
(1.840) 

-4.536 
(0.957) 

Unemp 
(Voc) 

1.767 
(1.268) 

0.00120 
(0.00419) 

1.041 
(2.456) 

-0.000212 
(0.00432) 

Unemp 
 (Ac) 

0.1382 
(0.136) 

0.250 
(0.171) 

0.325 
(0.269) 

0.294 
(0.177) 

N 17 17 16 16 
R-sq. 0.595 0.685 0.612 0.913 

 
Notes: Dependent variables are the estimated dummy variables from specifications (1) and (4) of Tables 4 and 5. 
Standard errors in parentheses. 



Table 7: Decomposition of Changes in Full-Time Participation 
 

 1981-1988 1988-1993 1993-1996 1996-2001 
 (1) (2) (3) (4) (5) (6) (7) (8) 

Boys 
Exam5 2.327 1.077 11.588 5.363 3.824 1.76 4.315 1.997 
Exam4 -0.045 -0.003 0.027 0.0021 -0.685 -0.056 -0.254 -0.019 
Exam1 -0.559 -0.246 -1.424 -0.674 -1.126 -0.533 -0.878 -0.416 
Income 0.356 -0.537 -0.062 0.0939 -0.011 0.0173   
Un (Youth) -2.647 -1.897 6.318 4.529 -3.074 -2.203 -6.181 -4.431 
Un (Leave) -0.012 -0.014 -0.249 -0.273 0.229 0.251   
Un (Voc) -0.012 -0.006 -0.530 -0.292 0.280 0.155   
Un (Ac) -0.019 -0.016 0.242 0.204 -0.187 -0.157   
Return (Voc) -0.276 -0.267 -0.216 -0.210 0.105 0.102   
Return (Ac) -0.014 -0.016 0.059 0.0652 0.007 0.0083   
Cohort 0.447 0.248 1.223 0.779 -0.551 -0.351 -0.232 -0.148 
Time 4.415 -3.955 5.325 7.961 0.381 -3.591   
Trend  10.606  6.485  5.321  6.651 
Total 3.962 4.991 22.301 24.033 -0.807 0.735 -3.231 -3.018 
         
Actual 3.409 22.864 -0.916 ~0 
         

Girls 
Exam5 2.607 2.929 12.574 14.13 2.770 3.113 3.842 4.318 
Exam4 -0.283 0.0273 -0.277 0.0267 0.804 -0.0775 1.176 -0.113 
Exam1 1.199 -0.099 3.074 -0.255 0.901 -0.0746 0.372 -0.0308 
Income -0.022 0.103 0.004 -0.0180 0.001 -0.0033   
Youth U/e -0.656 -0.634 0.875 0.845 -0.519 -0.5018 -1.094 -1.056 
U/e (Leave) -0.484 -0.719 0.312 0.464 0.188 0.2793   
U/e (Voc) 0.203 0.3611 -0.044 -0.0781 -0.045 -0.0807   
U/e (Ac) -0.192 0.033 0.105 -0.0181 0.180 -0.031   
Return (Voc) -0.019 -0.02 0.141 0.145 -0.058 -0.0596   
Return (Ac) 0.016 -0.054 -0.012 0.0411    0.008    -0.027   
Cohort 0.413 1.070 1.130 2.929 -0.509 -1.319 -0.215 -0.558 
Time -3.630 -6.686 6.093 3.553 -3.373 -2.04   
Trend  2.331  1.772  -0.824  1.465 
Total -0.850 -1.356 23.975 23.537 0.348 0.348 4.082 4.026 
         
Actual -0.861 24.278 0.223 ~0 
 
Notes: Predicted changes based on columns (1) and (4) of Tables 4 and 5. Data for change in exam achievement and 
cohort size from Statistical Bulletins 8/99, Table 1 and Statistical First Release 45/2001, Table 1. Data for change in 
youth unemployment from Labour Market Trends, March 2001, Table 5.21. 
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