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My perspective 
• First job was working for our national employers 

confederation on E&T policy 
• F-t researcher for 29 years (unusual in the UK social 

sciences) 
• Spent last 15 years as deputy director of a national research 

centre on skills, knowledge & organisational performance 
• Spent much of my career working with policy makers, 

sitting on academic/research panels for major inquiries and 
policy initiatives, advising government departments and 
parliamentary select committee inquiries. 

•  As a member of HEFCE, HEFCW and the SFC I suppose I am 
also a policy maker (of sorts) 

• Director of several SMEs 



Over-arching aim of this talk: 

Drawing on three decades plus of experience, 
explore what UK policy can tell us about what 
works and what doesn’t when it comes to 
structuring the relationship between national 
policy, the formal E&T system, and employers and 
the labour market. 
 
UK has probably undertaken more ‘reforms’ in this 
field than any other OECD country.  Most have 
failed (and there are good reasons for this)! 



A warning to policy makers 

The bad news on education and training is: 
• After 30 years plus of intervention and reform, 

all the easy problems are long since solved. 
 

• All that remain are the difficult, wicked, 
intractable, complex problems that the best 
minds brought to bear on them for three 
decades have failed to crack! 



Across the developed world…. 

Policy makers believe that more and better 
skills, and a closer alignment between supply 
and demand can assist with: 
• Higher productivity and growth 
• More innovation 
• Reduced poverty 
• Higher social mobility 
And many, many other policy goals 



Framing policy 

 
• Donald Schon’s ‘naming and framing’ policy 

problems 
 

• Standard take in UK has been a problem of 
inadequate or inappropriate supply of skill, 
based on a very simple (some might say 
simplistic) reading of human capital theory. 



Underlying assumptions: 
 
1. More qualifications = more skills = more productivity 

= higher wages  Unfortunately, this is only partially 
and conditionally correct – a lot of other factors 
intervene. 
 

2. Skills supply is subject to market failure, which 
justifies government intervention.  Problem = market 
failure often means levels of training less than the 
government aspires to.  If these government targets 
are linked to international benchmarking, the market 
may not be ‘failing’ 



The ‘supply-push’ effect 

Through the supply of higher levels of human 
capital, E&T can catalyse a shift in the underlying 
nature of the economy in a way that creates a 
greater supply of better paying work, in other 
words a Say’s Law effect whereby increased supply 
creates its own boost to demand. 
   
Led to Train to Gain, the only (as far as I know) 
Treasury designed training scheme in the world. 

 



A recent ministerial pronouncement: 

 
The second limiting belief we should jettison is the one that there is a 
fixed number of good jobs.  That even if we could improve education 
for all, there would not be any extra jobs to go round – and that many  
people are over-qualified for the work they do…..But this idea that 
social mobility is now relative – that for one to succeed, another has to 
fail – misses the point: having more highly skilled people has a big 
impact on the jobs market – and ultimately, the wider economy…..in all 
sorts of different societies, economies and geographies, where there 
is a flexible labour market, the jobs available increasingly reflect the 
skills available…In other words: in a country like ours, in a globalised 
economy, good jobs follow good skills…what determines a country’s 
ability to grow and prosper is a combination of flexible labour markets 
and good education. 
 Liz Truss 
 



What the evidence tells us 

 
• The supply-push effect is a lot smaller and more 

conditional than policy makers imagined.  
Sometimes the main result is rising levels of over-
qualification. 
 

• Using state-funded adult entitlements like T2G to 
give adult workers a minimum platform of 
qualifications, had very limited effects on their 
subsequent earning or learning. 



In the UK, we like to think about skills 
policy as an arms race  

A generation ago, a British prime Minister had to worry about 
a global arms race. Today a British Prime minister has to 
worry about a global skills race ... because the nation that 
shows it can bring out the best in all its people will be the 
greatest success story of the coming decades …. So it is time 
for a wake up call for young people, employees and 
employers … that we now summon ourselves to a new 
national effort and mobilisation to win the new skills race. 

Gordon Brown, 2009 

Under the Coalition, we still have a ‘global race’. 
 



So, ‘Worldclassness’ is still a key 
objective 

 
• Leitch targets 

 
• OECD benchmarking still drives policy 

 
• There’s always more to do…….(you never ‘win’, 

you just run harder!) 



But….. 

• It may not be quite as simple as this model 
suggests. 

• OECD admits supply, demand and utilisation 
• Scotland doing better than England on skills, 

doing worse on productivity 
• NZ productivity 

 
Supplying more skills may be the (relatively) easy 
bit! 



And…… 
The OECD’s recent Adult Skills Survey shows that: 
• We are running faster to stand still in terms of our 

relative skills levels.  We have a long tail of poorly 
qualified workers.  Many UK young people (16-15) 
scored worse than older workers (55-65) on literacy. 

• We have the second lowest demand for workers 
educated beyond compulsory schooling out of 22 
OECD nations. 

• The UK also has the second highest level of apparent 
over-qualification among its adult workforce. 
 

• Perhaps our skills problem is not just about supply! 
 



This 20-year plus backdrop means: 

• Policy hasn’t worked as expected 
 

• We have weaknesses with skills supply, 
demand for skills and how they are deployed 
within the productive process 
 

• This helps explain our problems with 
structuring/managing the 
E&T/employer/labour market relationship 



Issues: 

1. How you set over-arching goals for the E&T 
system in its relationship with employment 

2. How do you engineer incentives to support 
the actions you desire? 

3. What are the rights, responsibilities and roles 
of employers? 

4. What do we know about what actually 
works? 
 



Who are the 
actors/stakeholders/players? 

1. The state (national, regional and local) 
2. The E&T providers, some public institutions, 

some private (usually training providers, but 
now in England colleges and universities as 
well).  Different providers (types and levels) 
are in competition for scarce resources 
(students, money, staff, prestige) 

3. Employers (not a homogeneous category) 
4. Students (current and prospective)  



Policy often assumes (wrongly) that it 
is easy to synchronise/reconcile these 
In reality, different actors have different goals, and even within 
each category/group there may be huge variations.  Perceptions 
of good outcomes/winning will be very varied. For example: 
 
• Employers logically want a surfeit of skills (in order to give 

them hiring choice and drive down wages).  If these can be 
provided at cost to the state and the student rather than 
themselves, so much the better.  If they have to train, they 
may not want the skills to be certified or transferable. 
 

• Individuals want the skills they are given to be broad, 
transferable and well-rewarded, and to have choice and 
bargaining power in the labour market.  



A central concern ought to be 
incentive structures 

If we want certain outcomes and the behaviours 
that deliver them, then thinking about, 
analysing and engineering incentives to support 
these as they act on: 
• Individuals 
• Providers 
• Employers 
ought to be of critical concern to systems 
architects.  All too often, they are not.  



Example: 
school/college/apprenticeship choice 

If you give secondary schools a KPI based on the 
proportion of kids who stay on with them and 
aim to go to university, and a funding system 
that rewards this, how likely is it that the school 
will offer good students impartial information, 
advice and guidance on what is on offer in 
further education colleges, or via the 
apprenticeship route?  Not very!  And we know 
this is a big problem in our system. 



Representational issues: 

• Getting the different actors to communicate and 
work together is harder if they are unorganised 
and lack effect collective representation.   

• This has been a major issue with employers 
across the UK.  From ITBs, to NSTOs, to ITOs, to 
NTOs, to SCCs and now Industry leadership 
groups – all these changes state imposed……. 

• In the absence of social partnership, who 
represents the individual learner’s interest? 

Disorganised actors make for a weak system 



Over-arching goal setting: 

Mechanisms: 
 
1. National targets (usually derived from 

international benchmarking) 
 

2. Markets 
 

3. Planning and matching 
 

4. Demand/employer-led 



In England, we generally try to run 
with all four…. 

…although the stress between them varies over time.   
Under New Labour we had international benchmarked 
targets, complex but ill-considered attempts to ‘plan and 
match’ supply and demand (despite the fact that demand 
usually fell way short of the targets), a belief in a ‘training 
market’ where providers competed (usually for a slice of 
target-driven provision), and a growing concern to make 
the system ‘demand (employer demand) led’. 
 
Pretty much the same is true under the Coalition.  The 
main change is less talk about planning, but more about 
matching…..and (bizarrely) markets 



Problems and issues: targets  
• New Public Management theory – Targets = THE ANSWER 
• Professor Carol Propper – “targets and terror” (c.f. Joseph 

Stalin) 
• Targets derived from international benchmarking often 

bear no relationship to demand in the labour market 
• National targets when broken down bear no relationship to 

sectoral need. 
• If set unilaterally by government, and they usually are, no 

one else (especially employers) feels any ownership or 
responsibility to meet. 

• History has a clear message – they usually don’t get met, 
but no one notices as they get revised (again and again) 



And…… 

• When government agencies chase volume 
delivery targets (like the number of 
‘apprenticeships’), then quality goes out of the 
window.  Especially if the targets are backed by 
terror. 
 

• Targets may have a role to play, but enormous 
effort needs to go into setting them intelligently, 
and in securing real buy-in from those who have 
to deliver them.  



Problems and issues: markets 

• Markets have the potential to work well when 
individuals and employers are spending their own 
cash.  They may not work quite so well when the 
market is one in government subsidy. 

• The main justification for government 
intervention in everything beyond initial E&T is 
usually ‘market failure’, which suggests…..? 

• Markets need lots of good information to 
function (a point we will return to) 



Problems and issues: planning and 
matching (P&M) 

• P&M does not sit easily alongside markets or 
targets.   

• New Labour thought you could have all three. 
• The Coalition believes, while clinging on to 

international benchmarking, that markets will 
deliver matching of supply of supply and 
demand. 
 

Is this correct? 



Markets = matching? 
Policy makers endlessly assume that employers want supply 
to match demand, and indeed employer representatives do 
bemoan ‘too many graduates in creative arts, not enough 
engineers’, but moaning usually comes from those sectors or 
occupations who think they haven’t got enough prospective 
employees to choose from.  No employer wants actually 
matching – 1 candidate to 1 job opening.  Some sectors and 
jobs will struggle to attract learners because the incentives 
they offer are weak. 
 
Essentially, everyone loves markets until they deliver an 
outcome we don’t like.  Then the answer is government 
intervention, like subsidy (e.g. for STEM subjects) to correct 
for the incentives set by the market. 



And the ‘STEM crisis’ tells us…. 

 
We would have to boost supply enormously to 
produce the result some (engineering) employers 
want.  There is no supply crisis, there is an 
allocation ‘crisis’/problem – we produce plenty of 
STEM graduates, they just choose to work in 
accountancy and finance rather than engineering.  
From their point of view (better pay and prospects) 
the labour market is working fine. 



The ‘war for talent’ discourse 
means…. 

 
The global skills discourse around a war for 
scarce talent (invented by McKinseys) allows 
employers to create a dearth in the midst of a 
surfeit of people qualified to do their work. 
 
There is a finite and largely fixed population of 
‘the talented’, and a zero sum game to recruit 
them (Ken’s PPE student’s starting salary) 



Problems and issues: 
demand/employer-led 

• Doesn’t mesh all that well with targets. 
• Different employers have competing interests 

(war for talent) – meeting one set of demands 
may mean not meeting another 

• Policy rhetoric says, simultaneously, that: 
The system should be employer-led 

AND 
Student centred 

These two perspectives may not always meet 



And…. 

 
• Employer ‘ownership’ of the skills system 

works better when all stakeholders, including 
employers, know what employers are meant 
to be doing to help the system, and to pay for 
within it. 
 

• We will return to this issue shortly. 



Both P&M and markets need: 

 
• Very good labour market information/intelligence 

(LMI) 
 

• Very good quality information, advice and 
guidance (IAG)  
 

What has happened to IAG in England (go figure!) 



The role of qualifications 

 
• If targets, or planning and matching, are based 

on qualification levels and types as the 
indicator of desired outcomes, then they need 
to be good proxies of the skills, knowledge, 
competences required. 
 

• If a market is to work, the exchange value of 
qualifications needs to be clear. 



This brings us to INCENTIVES 

 
• English policy usually assumes that the 

incentives acting on individuals to invest in 
learning are uniformly strong. 
 

• There is sometimes an admission that the 
incentives acting on employers to train, at 
least to the levels the government desires, 
may be subject to market failure. 



On individuals 
• If participation and achievement rates are not what policy 

desires, then a close analysis of the incentives facing those 
groups that tend not to participate and achieve may well 
provide a good indicator/cause of the problem.  Mapping 
can reveal where the blockage is.  It may not be in the E&T 
system. 
 

• Some kinds of work, occupations, sectors provide very 
weak incentives to learn – low pay, little progression on 
offer, no licence to practice (retail, cleaning, hospitality, 
social care).  VQ re-design is often seen as the cure, but it is 
an open question if any course of study will yield a 
substantial wage return in low level work in these sectors. 
 
 



On employers 

• Employers generally train to the level they think 
they need (rightly or wrongly).  National 
government targets are fairly irrelevant to them. 
 

• Incentivising employers via subsidy is dangerous. 
Insofar as they aware that government support 
for training is dependent upon evidence of 
market failure, then they have a direct incentive 
to ensure the market fails (there’s a market in 
market failure)! 



The role of employers 

Employers will determine, among other things: 
• How well learning to earning transitions work, 

via their recruitment and selection practices, 
and via their provision of work experience 

• The relative size of initial VET via workplace 
learning (apprenticeships) versus classroom 
based teaching 

• Levels of adult workplace learning 
• Who receives what is on offer  



E&T systems that work well usually 
have clear roles for employers 

• Systems like Germany work well, in part, because 
the rights, roles and responsibilities of employers 
are well established and clearly understood by all 
stakeholders. 

• Without this, there is a danger that employers 
are not an active part of the E&T system, but slip 
into the role of a grumpy but detached customer.  
They simply fold their arms, do little and demand 
that government fund more further and higher 
education at taxpayers expense.  Employers can 
become welfare dependent! 



Examples of employer opt out in 
England: 

• Apprenticeship.  In England, a government scheme, 
bulk at Level 2, short duration, bulk of growth in over 
24 year olds, most training planned, delivered and 
assessed by external providers not the employer. 

• Government trying to introduce employer-ownership.  
Employers proving resistant.  They don’t want to 
choose providers from a marketplace, they don’t want 
to have to design the training, and they don’t want to 
pay more for it. 

• HECFCE workforce development pilots 
• Craft and technician 30 year ‘training holiday’ – the 

average age of a coded welder in Scotland is ????? 



Against a backdrop of declining 
employer activity: 

Despite massive amounts of subsidy, 
exhortation, and ceaseless reforms, in reality: 
• The incidence of training across the workforce 

has been in slow decline since 2000 and is 
back to where it was in 1993/4. 

• Since 1997 the number of days training 
provided across the workforce may have fallen 
by as much as 50% 



And remember that involving 
employers in ‘national projects’ 

 
is harder today than it used to be, because (in 
the UK at least) a very high proportion of the 
larger firms are either foreign owned, or have 
the vast bulk of their employees, turnover and 
profits elsewhere in the world.  What happens 
to the UK skills system and economy may matter 
a lot less to them than government believes. 



So, what works…..? 
Lessons, mainly from Scotland: 
• Rather than a market, a rationalised, regionalised FE 

sector makes sense, especially when allied with, 
• Indicative planning which can help guide the E&T 

system via outcome agreements for colleges 
(regional outcome agreements) and universities, 
sectoral skills investment plans (SIPs), and regional 
SIPs. 

• SIPs can be a vehicle for structured collective 
discussions with employers about their role and 
input. 

 



And….. 

 
The more the E&T system can incorporate the 
workplace as a site of learning, and help develop 
it to act as such, the more likely it is that 
employers will be active participants rather than 
grumpy customers.  Also, we know the vast bulk 
of adult learning takes place in the workplace, 
on the job, so if we want more and better adult 
learning, the workplace really matters. 



Thinking beyond E&T 
• Linking skills planning to economic development and 

business improvement makes a great deal of sense  
 

• As over-qualification and under-utilisation grows (NZ 
wasn’t part of the OECD Adult Skills Survey, but Australia 
scored badly on over-qualification – 28% of workers held 
quals higher than those needed to get their current job), 
job re-design and work re-organisation become important 
if the productivity/GDP payoffs from investment in skill is to 
be maximised.  E&T establishments have a role to play – 
SFC Skill Utilisation Projects.  Skills need to mesh with the 
employment system, and the employment system may 
need to change to accommodate a more skilled workforce. 



Information really matters: 

 
All parties need: 

 
• Good LMI 

 
• Good IAG – e.g. My World of Work 

 



Policy makers need to: 

• Really understand the complex interactions and 
feedback mechanisms between different parts of 
the E&T system, the various stakeholders, and the 
labour market and economy. 

• Really understand the incentive structures that 
power employer and individuals’ behaviour. 

• Provide stability.  Understanding of a system can 
only develop in a world that is not changing every 
week.  England’s constant ‘reform’ of institutions, 
programmes, regulation, funding, inspection, 
information flows etc, is deeply unhelpful. 



Understand that things take longer 
than you expect 

• Policy often thinks in terms of flicking a switch. 
 

• In reality, the lead times are long.  A new degree 
requires a year (minimum) to design and plan, 
plus with advertising it and finding the students 
perhaps 2 years before it starts, then 3 years to 
run it to the point where the first graduate 
emerges – so 5 years down the line.  Forward 
planning, which involves employers thinking 
ahead, is critical. 



Trust matters, assumptions matter 
• Trust is needed, not least to get the various 

stakeholders/actors to be honest with themselves, and 
with each other.  All too often employers and E&T 
providers tell government what they think it wants to 
hear.  This leads to short term gratification, but long-
term heartache! 
 

• The evil genius in ‘Under Siege 2’ remarks, 
“Assumptions are the mother of all f**kups”, and he’s 
right.  All too often simple assumptions (like more skills 
= higher productivity) form the basis of policy.  They 
are seductive, but almost always mis-leading. 



Final thoughts 

1. It’s complicated 
 

2. It’s very complicated 
 

3. Recognising this and acting accordingly can 
save an awful lot of pain, wasted resources 
and disappointment  
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