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Executive summary

Dr Konstantinos Kollydas (City-REDI, University of Birmingham) conducted a review of the
existing academic and policy literature relating to the theme of Skills to determine the
current “state-of-play” and identify important themes and issues for Local Partnerships to
consider when designing relevant interventions. The following is a summary of the key
points of the report.
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Key finding: Geographical disparities in local powers and governance for skills-related
policies

The uneven distribution of powers and local governance due to fragmented devolution
limits the ability and capacity of many UK places to enact innovative local skills policies.
Some areas such as Greater Manchester and West Midlands have more control, funding, and
collaboration capacity than others, resulting in significant inconsistencies in local skills
development across the country.

Key takeaway

Introduce more comprehensive devolution agreements that

include clearly defined powers for skills policy development

and implementation at the local level. For instance, allocate
direct funding control to more local authorities for adult
education, training and employment programmes. Create
subregional hubs that provide technical assistance to support
weaker areas in building governance capacity. Ensure these

changes are implemented carefully to avoid adding further
instability to the existing complex skills policy landscape.
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Key finding: Integration of skills interventions within broader economic development
strategies

The integration of skills interventions within a broader local economic development package
(encompassing areas such as housing, transport, job quality, and innovation support) has
been identified as an effective driver of local skills policy innovation. However, many areas
lack the capacity to coordinate across these diverse domains, which limits the potential of
skills policies to contribute meaningfully to reducing socio-economic and spatial
differentials.
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Key takeaway
Support local authorities in creating integrated development

plans that align skills, housing, transport and other related

domains. Provide more capacity-building and encourage cross-
sector collaboration to improve productivity and economic
growth.
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Key finding: The important role of higher and further education institutions in local skills
ecosystems

Further Education (FE) and Higher Education (HE) institutions are vital players in local skills
ecosystems, providing training and hubs for innovation and knowledge transfer that support
local industry needs. Nonetheless, variations in institutional capacity across subregions
affect the alignment of skills development with local requirements.

Key takeaway
Collaborative partnership working in skills ecosystems is

essential for local skills policy innovation. Strengthen
partnerships between FE and HE institutions, local authorities,
and industries to ensure training programmes are directly

aligned with local economic priorities. Encourage universities
and colleges to lead regional skills development initiatives.

® ¢ ¢ ¢ ¢ ¢ ¢ © ¢ © o o o

Key finding: Addressing diverse skills needs across places

Skills mismatches highlight distinct needs between urban and rural areas, driven by
differences in infrastructure, economic opportunities, and local training access. This disparity
limits balanced workforce development and economic growth across places.

Key takeaway

Develop targeted, place-specific interventions to address skill
gaps by improving rural training infrastructure. Promote
innovation by integrating digital and green skills tailored to

local industries (e.g., renewable energy and smart agriculture).

® &©¢ ¢ ¢ ¢ ¢ ¢ ¢ & ¢ © o 0o o
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Key finding: Maximising workforce potential through better skills utilisation

The underutilisation of skills in local economies often stems from a disconnect between job
requirements at the point of hiring and actual skills usage in practice. This is frequently due
to employers failing to fully leverage the skills of their workforce, leading to overqualification
and limited productivity gains. Organisational changes, such as job redesign, training needs
assessment, and better employee participation, are needed to enhance skills utilisation.

Key takeaway

Encourage local businesses to adopt organisational changes
that promote effective skills utilisation to align employee
capabilities with business needs. Support local employment

and training initiatives that focus on practical skills application
within organisations to ensure improved productivity
outcomes.
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Introduction

About this review

This review is part of a series developed by the Local Policy Innovation Partnership (LPIP) Hub
team at City-REDI, University of Birmingham, offering a state-of-play on the current policy
landscapes and debates relating to effective place-based partnerships across the seven
primary themes of the LPIP, as determined by UKRI. The goal of this review is to examine the
challenges and opportunities in local skills development, highlight significant research
guestions, and present an overview of both academic and policy insights. It is intended to
support Local Partnerships in crafting impactful interventions that address skills shortages and
gaps while fostering local economic growth through collaboration.

The review adopts the following structure. It begins by defining key concepts relevant to the
skills theme, such as “skills mismatches”, “local skills ecosystems”, and “green skills”. These
concepts underpin the investigation of how skills align with evolving economic demands and
how partnerships between educational institutions, businesses, and government bodies can
contribute to local productivity and innovation. The review also outlines the critical issues
facing the UK workforce, particularly following the 2008 productivity slowdown, “Brexit”, and
the COVID-19 pandemic, which have contributed to significant changes in employment
patterns and skills requirements.

A national and local policy overview is then provided, highlighting the devolved nature of skills
policy across the UK’s nations — England, Scotland, Wales, and Northern Ireland — as well as
differences in skills devolution across English combined authorities, where possible. The
review examines how these policy frameworks impact local skills development and how they
may be improved to meet labour market needs more effectively.

Finally, the review presents evidence on what works in place-based skills initiatives, drawing
on both UK and international examples. It explores the role of localised interventions in
addressing skills shortages and skills underutilisation, enhancing job quality, and aligning
training with local economic demands. This is complemented by a discussion of policy drivers,
barriers, and opportunities for skills policy development, with a particular focus on the
importance of green and innovation-related skills in shaping the future UK workforce.
Concluding thoughts and recommendations are offered for the LPIP programme to consider
throughout its duration.
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Key definitions related to skills

In the context of this review, we define key concepts related to skills, as they are a central
theme in workforce development and policy. The concept of “skills” is broad and
encompasses a range of abilities that are challenging to define and measure effectively. Skills
relate to the capacity to apply knowledge and expertise to achieve specific goals. They
represent part of the broader view of competency, which integrates knowledge, skills,
attitudes, and values that respond to complex demands.

The OECD categorises skills into three main types [1]:

e Cognitive skills, such as critical thinking, creative problem-solving, learning-to-learn,
and self-regulation.

e Social and emotional skills, including empathy, responsibility, self-efficacy, and
collaboration.

e Practical and physical skills, which encompass the ability to use tools, technologies,
and physical resources effectively.

Another commonly referenced category is technical skills, which are job-specific abilities
relevant to particular occupations or industries. The Industrial Strategy Council [2] further
distinguished skills into:

e Formal qualifications, such as degrees and certifications.
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e Knowledge, defined as subject-matter expertise or deep understanding of a particular
area.

e Workplace skills, which include management, digital skills, and critical thinking,
essential for adapting to changing work environments.

Employers often seek a combination of these different skills to meet the complex needs of the
labour market. Measuring skills, however, presents significant challenges. Many assessments
rely on proxies, such as the highest educational attainment or years of education. These
indicators often fail to fully capture an individual’s skill level [3]. As a result, these measures
can provide only a partial understanding of a workforce’s capabilities.

Skills are in equilibrium when the supply of skills aligns with the demand. A high-skills
equilibrium happens when the economy requires advanced skills for well-paid, high-
productivity “good jobs”, and the labour supply can meet this demand. The policy challenge
lies in sustaining this balance over time as economic needs evolve. On the other hand, a low-
skills equilibrium (or “low skill trap”) occurs when there is little demand for skills, resulting in
a lack of motivation for both employers and workers to invest in skills development (see Figure
1). These “low skill traps” can hamper economic growth and workers’ career development.

Figure 1. Inter-relationship between low and high levels of skills supply and demand

Demand
Skills Shortage High Skills Equilibrium
l
Low Skills Equilibrium l Skills Surplus

Source: Adapted from Green (2016) [4]

Table 1 summarises key concepts of skills mismatches, which provide a framework to better
understand the gaps between skills supply and demand in local and national labour markets.

Table 1. Main concepts of skills mismatch/equilibrium

Concept Description

Skills mismatch When skills supply does not meet skills demand.

Skills shortage When supply is less than demand.

Skills surplus When supply is greater than demand.

Skills gap When managers assess that employees do not meet the
competence levels required for a particular job role.

Undereducation When the education level of workers and others in the available
talent pool is less than what is required.

Overeducation When the education level of workers and others in the available
talent pool is greater than is required.

Skills underutilisation When workers are employed below their skill level.
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High skills equilibrium When the economy demands high-level skills in high-wage, high-
productivity “good jobs”, and the supply of labour meets demand.

Low skills equilibrium When demand for skills is low, and so there is a lack of incentives
for employers and individuals to invest in skills.
Skills deficit When the supply and demand for skills are in equilibrium but at a

sub-optimal (or feasible) level.

As industries across the UK continue to respond to technological advancements and changing
global demands, the skills needed for the future must develop to meet new economic and
environmental challenges. Specifically, low-carbon technologies are expected to generate
significant financial benefits for the UK in the near future [5]. While acknowledging the
complexity of identifying and classifying green economy activities [6], the Green Jobs
Taskforce used the term “green job” to denote “employment in an activity that directly
contributes to — or indirectly supports — the achievement of the UK’s net zero emissions target
and other environmental goals, such as nature restoration and mitigation against climate
risks” [5].

Moving towards a greener economy will inevitably require associated “green skills” and
greater workforce adaptability across various well-established and emerging sectors
(including electricity networks, smart systems technologies, buildings retrofit, green
construction, hydrogen, CCUS (Carbon Capture, Utilisation and Storage), manufacturing,
renewable energy, environmental protection, and so on), as industries evolve to meet
environmental goals. This presents not only challenges but also significant opportunities,
particularly if the growing demand for green skills matches the economic potential of clean
energy markets.

In a similar context, skills for innovation are crucial for keeping pace with today’s fast-
changing technological world. While they include technical expertise in STEM? fields — such as
product design, software development, and database management [7, p.92] — they also
involve a wider range of abilities and characteristics. Creativity, critical thinking, initiative,
communication, collaboration, leadership, and social and emotional skills are equally
important, as they are unlikely to be automated and are more resilient to the rise of
technologies like Artificial Intelligence (Al) [1, 8, 9]. Digital skills are also in high demand, as
they become increasingly relevant across many sectors [10].

In addition to innovation-related skills, local skills and employment transitions are important
for economic growth. These transitions refer to the movement of individuals from
unemployment or economic inactivity into the workforce, supported by employment services
and training opportunities. Moreover, they highlight the importance of lifelong learning and
upskilling to ensure in-work progression and versatility, thus allowing workers to advance and
meet changing job requirements.

1 STEM: Science, technology, engineering, and mathematics.
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Workforce and skills mobility is another critical concept, which serves as a mechanism to
address skills mismatches across sectors, occupations, or locations. Mobility tends to be more
feasible over shorter distances, and some industries function as “skills basins”, where workers
circulate, share knowledge, and drive innovation [11]. The skills workers bring to their teams,
especially when they complement co-workers’ abilities, significantly impact overall
productivity [12]. Technological advances further shape the flexibility required for
occupational transitions. There are varying “distances” between skill sets that influence how
easily workers, particularly in high-skilled jobs, can move between roles [13]. These skill
distances can be used for devising training programmes that support transitions between jobs.

Taken together, the abovementioned concepts highlight the importance of well-functioning
skills ecosystems [14] in fostering collaboration and meeting the specific needs of local
economies and workforces. Local skills ecosystems are networks that rely on collaboration
between various stakeholders, including educational and training institutions, businesses,
government bodies, and policymakers. These ecosystems navigate the interaction between
broader national skills policies and the distinct requirements of local economies, community
networks, and educational frameworks [15].

Key questions

The following key questions serve as a foundation for this review and highlight important
areas for partnerships aiming to incorporate skills development into their place-based
strategies. The goal of the present review is not to answer all these questions directly, but
rather to provide a contextual understanding of the main issues, thereby facilitating further
exploration by local partnerships.

Devolved skills development frameworks: How do the skills development frameworks
in England, Scotland, Wales, and Northern Ireland differ in promoting local skills
development? What evidence-based strategies have been effective in optimising these
frameworks to address specific (sub)regional needs?

Place-based skills initiatives: What evidence demonstrates the impact of
place-based skills initiatives on local economies, particularly in areas facing
significant skills shortages? What lessons can be drawn from international
models of employment and skills development that could be applied to the
uk?

Local skills ecosystems: How have partnerships between universities, further
education institutions, employers, and training providers ensured that educational
outcomes align with local labour market demands? In nations like Northern Ireland
and Wales, how can local skills ecosystems be further developed to overcome post-
2008 productivity challenges and meet current economic needs?
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Skills mobility: What kinds of support do individuals need to transition into the
workforce? Once employed, how easily can they advance, update, or transfer

their skills across jobs, sectors, or locations? What policy measures can
enhance skills mobility throughout the UK?

Green and innovation skills: Given the UK’s goals to reduce carbon emissions and
promote technological innovation, what are the most effective strategies to integrate
green and innovation skills into school curricula and vocational training programmes?
How can these skills be embedded to meet future workforce demands?

Lifelong learning: What policies have been successful in fostering lifelong
learning, especially in industries affected by structural changes, COVID-19, and
‘ “Brexit”? How do these policies vary across different localities, and what
lessons can be drawn to support future skills development in a changing
economy?

The next section provides an overview of national-level policies impacting skills development,
including key drivers across the UK and devolved governments in Scotland, Wales, and
Northern Ireland.

National policy levers and challenges

Overview of current skills challenges in the UK

The UK is facing ongoing skills and labour market challenges. Skills mismatches and gaps
continue to affect productivity and hinder the UK’s ability to meet labour market demands.
Additionally, employers are underinvesting in staff training, thus contributing to a decline in
skills development and a lack of alignment between workforce capabilities and job
requirements [16].

Skills and labour shortages have been exacerbated by the COVID-19 pandemic, reduced job
mobility, and an increase in inactivity rates. The latter has increased due to the rise of long-
term health issues, earlier retirement, and an ageing population. Moreover, post-“Brexit”
immigration changes have affected the number of EU workers. Collectively, these factors have
contributed to a reduction in the labour and skills supply [17].
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A House of Commons Library report highlights that 13% of all businesses experienced worker
shortages in 2022, but this issue is more pronounced in industries like hospitality,
construction, and health and social care [18]. For instance, the Construction Skills Network
report (2024) predicts a need for an additional 251,500 workers in the UK construction
industry by 2028 [19]. Therefore, it is perhaps not surprising that the new Labour
Government’s national body in England, “Skills England”, appears to prioritise the healthcare
and construction sectors for the development of skilled workforces. Given the diverse
economic landscapes across UK nations and places, a one-size-fits-all approach would not
successfully address local challenges. Policy initiatives should be informed by the differing
regional and local needs and varying levels of skills shortages [20].

National-level overview of skills policies

Skills and training are devolved areas of policy across the UK [21]. This means that Scotland,
Wales, and Northern Ireland manage their own skills policies, while in England and for the UK
Shared Prosperity Fund (which replaced EU funding after “Brexit”), it is the responsibility of
the UK government. From 2010 onwards, UK governments have aimed to give more power to
local communities to boost growth, thus embracing “localism”, and have primarily focused on
cities and city-regions [22, 23]. This included revamping regional economic development
structures and transferring certain responsibilities for skills policy as part of a broader
devolution agenda in England.

Importantly, developments in UK skills policy have seen a shift from a traditional over-reliance
on supply-side strategies observed in the past decades, such as those advocated in the 2006
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https://www.gov.uk/government/news/skills-england-to-transform-opportunities-and-drive-growth
https://www.gov.uk/government/publications/uk-shared-prosperity-fund-prospectus/uk-shared-prosperity-fund-prospectus
https://www.gov.uk/government/publications/uk-shared-prosperity-fund-prospectus/uk-shared-prosperity-fund-prospectus

Leitch Review [24] which aimed at increasing qualifications and skills attainment, to a broader
recognition of the complexity of skills issues [25]. This transition became evident particularly
after 2007 when it became clear that the challenge was not just about skills shortages but also
about limited demand from employers and underutilisation of existing skills [26]. Scotland
adopted a more holistic approach, focusing on skills utilisation, which later influenced policies
across the UK [27]. The UK Commission for Employment and Skills also highlighted the lack of
high-skill strategies among many employers [28].

Despite several reforms like the creation of Local Enterprise Partnerships (LEPs), “city region
deals”, and “growth deals” since 2010, it is argued that the UK skills policy continues to be
overly centralised. In many cases, national policies have been applied to local areas without
fully considering their specific needs, which has left spatial inequalities unaddressed [29]. For
example, LEPs?, which replaced regional development agencies (RDAs) in England in 2010,
often faced difficulties in developing effective strategies due to limited capacity, fragmented
funding, insufficient business engagement, and weak coordination with the central
government [30, 31].

Corradini et al. (2022) argue that national skills policies in the UK are often place-neutral, so
failing to address regional economic disparities [29]. They proposed a shift towards place-
based policies, integrating skills development with regional industrial strategies like Smart
Specialisation. Their analysis emphasises the need for “horizontal skills platforms” to foster
inter-industry mobility, thereby allowing workers to adapt to changing regional demands.
Using empirical evidence and a review of policy frameworks, they show how aligning skills
policies with local economic needs can promote growth and resilience in underperforming

regions.

The UK’s constantly changing skills and decentralisation policies appear to have created
confusion for businesses, reducing their ability to efficiently engage and coordinate efforts
beyond government control. Arguably, this challenge appears to be greater in the devolved
nations, where responsibility for skills policy is shared between the UK and national
governments, resulting in further fragmentation at the regional and local levels [32, 33].

As of 2021, England’s skills and employment system included at least 49 national schemes,
managed by nine Whitehall departments and services, including the Department for
Education (DfE), the Department for Work and Pensions (DWP), the Education and Skills
Funding Agency (ESFA), and Jobcentre Plus (JCP). No single organisation is responsible for the
local coordination of these activities, creating a rather fragmented approach across different
areas. Overall, these programmes across England represented an estimated investment of £20
billion per year.

2 As of April 2024, the government has withdrawn core funding for LEPs, transferring their functions to local and

combined authorities.
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https://www.gov.scot/policies/cities-regions/city-region-deals/
https://www.gov.scot/policies/cities-regions/city-region-deals/
https://www.gov.uk/government/collections/local-growth-deals
https://blog.bham.ac.uk/cityredi/what-is-smart-specialisation/
https://blog.bham.ac.uk/cityredi/what-is-smart-specialisation/
https://www.local.gov.uk/about/campaigns/work-local/national-employment-and-skills-related-provision

The following subsections outline recent key developments in each UK nation’s approach to
skills policies [for more details, see 16].

England

Recent reforms in England place employers at the core of vocational education and skills
development. To better connect training and skills with business requirements, the Skills for
Jobs white paper was released [34]. It outlines revisions to technical education and training
after the age of 16 to assist individuals in acquiring the necessary skills (see also the Skills and
Post 16 Education Act). As a corollary, in order to encourage greater cooperation between
businesses, educational institutions, and local stakeholders, employer-led Local Skills
Improvement Plans (LSIPs) were introduced across 38 English areas in 2022.

T Levels, which give young people a technical route into skilled jobs, are another example of
recent developments. Short, flexible training in high-demand subjects, including digital,
technological, and green fields are offered by Skills Bootcamps. Adults may retrain and
maintain their competitiveness in the job market by taking advantage of the Lifetime Skills
Guarantee, which provides them with free Level 3 qualifications.

Multiply is a UK government-funded adult numeracy initiative (part of the Shared Prosperity
Fund) aimed at individuals over 19 across the UK to enhance their maths skills, build
confidence, and improve job prospects. The programme offers flexible, free courses provided
by colleges, charities, employers, and community groups, accommodating various schedules
and learning preferences.

The UK government has devolved certain adult education responsibilities to subregional
authorities in England through devolution deals. These authorities are now responsible for
allocating the adult education budget (AEB)? to providers, ensuring that learners aged 19 and
over gain skills for work or further education. In devolved subregions an authority tailors
education and training to meet employer needs based on local skills improvement plans
(LSIPs). More specifically, initial devolution between 2018 and 2019 transferred adult
education functions to nine mayoral combined authorities (MCAs) and the Greater London
Authority. By 2023, 60% of the AEB was devolved to these areas, and 40% was distributed
directly to providers by the ESFA.

The 2022 Levelling Up White Paper introduced “trailblazer” deals with Greater Manchester
and the West Midlands, granting, among other things, more flexibility over Skills Bootcamps
and Free Courses for Jobs, and devolution of non-apprenticeship adult skills funding. The
Levelling Up White Paper also pledged that by 2030 every county and unitary authority
interested in a devolution agreement would have one.

3 Following a consultation in 2022, the Department for Education has replaced the Adult Education Budget (AEB)
with the Adult Skills Fund (ASF). Managed by the Education and Skills Funding Agency (ESFA), this update aims
to simplify how funds are allocated by uniting distinct funding streams into one comprehensive fund.
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https://www.tlevels.gov.uk/
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https://assets.publishing.service.gov.uk/media/606c74a7e90e074e51d93f1e/DfE_Lifetime_Skills_Guarantee_Announcement_-_Provider_Communications_Toolkit_April_21.pdf
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https://www.gov.uk/government/publications/adult-education-devolution/adult-education-devolution
https://www.gov.uk/government/publications/levelling-up-the-united-kingdom
https://www.gov.uk/guidance/free-courses-for-jobs
https://assets.publishing.service.gov.uk/media/64ad5092b3377f000f2c23bb/Skills_for_jobs_implementing_a_new_further_education_funding_and_accountability_system.pdf

In this context, in 2022, the Department for Education secured several county-wide devolution
deals across England. Similarly, in September 2024, approved agreements outlined elected
mayor roles starting in 2025 for Greater Lincolnshire and Hull & East Yorkshire, as well as
combined county authorities for Devon & Torbay and Lancashire. These agreements highlight
how adult skills tend to be an important function that often features in devolution deals.

In England, the adult skills system has historically been centralised, but the recent devolution
in this area has created a blend of national and local governance [21]. Adult skills funding
(except for higher education) comes from various public sources, including further education
(FE), the AEB for those aged 19 and over, apprenticeships, employer contributions, and
individual fees. The AEB primarily supports credentials that fall below the degree level or are
normally attained at the end of compulsory education. Higher education is outside this system
and is funded through national councils and student loans. This financing structure likely
fosters competition between universities and FE colleges [35], rather than encouraging
collaboration to address local needs.

In brief, the devolution of powers differs among the various devolution agreements, with the
most extensive powers available to areas with mayoral leadership [36]. Ministers and local
leaders negotiate each devolution agreement independently. Alongside the Levelling Up
White Paper, a four-level devolution framework was released, which standardises the various
sets of powers available to eligible institutions (mayoral combined authorities, mayoral
combined county authorities, and single local authorities) at each level of devolution.
Regarding adult skills, for example, Level 4 deeper devolution deals are intended to offer full
devolution of Free Courses for Jobs funding, full flexibility over Skills Bootcamps funding,
central convening of careers provision, and coordination of new Regional Labour Market
Partnership Boards.

Scotland

Scotland has developed skills using a more long-term, regional strategy. Certain recent
changes focus on reorganising important institutions. For instance, Qualifications Scotland will
take over from the Scottish Qualifications Authority (SQA). The new body is expected to be
operational by autumn 2025 and will prioritise better alignment with the requirements of
learners, educators, and other stakeholders.

Scotland’s move towards a greener, more innovative economy is supported by the National
Strategy for Economic Transformation (2022). Expanding programmes include Foundation
Apprenticeships for younger learners and Graduate Apprenticeships for higher-level training.
Training in digital skills is also being pushed to satisfy employment needs going forward.
Reskilling people from carbon-heavy sectors to help Scotland’s net-zero targets is another area
of great emphasis. The Skills for a Changing World Strategic Plan for 2022-2027 focuses on
strengthening employer engagement, enhancing digital capabilities, and supporting lifelong
learning [37]. This strategy emphasises a collaborative, “intelligence-led” approach to skills
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development. It also underlines Scotland’s commitment to a “just transition” to a greener
economy, thereby tackling challenges related to decarbonisation and green job creation.

Notwithstanding these initiatives, Scotland faces challenges with regard to skills shortages,
especially in rural areas where access to training is limited.

Wales

Wales has focused on building a more integrated post-16 education system. One significant
development has been the establishment of the Commission for Tertiary Education and
Research (CTER). With an eye on better linking academic and vocational paths, this body
oversees further and higher education, apprenticeships, and lifelong learning.

Funded by the Welsh government, Personal Learning Accounts (PLAs) have been introduced
to offer flexible retraining options for adults, especially in high-demand sectors like net zero
and green technologies, digital skills, advanced materials and manufacturing, and healthcare.
The Welsh government’s Net Zero Skills Action Plan is also preparing the workforce for future
green jobs.

Still, there are obstacles to overcome. Wales still struggles with low productivity and high
economic inactivity. Particularly in industries most affected by the pandemic, like hospitality
and healthcare, the Plan for Employability and Skills seeks to address some of these
challenges.

Northern Ireland

Northern Ireland’s skills policy faces unique difficulties due to prolonged periods of high
economic inactivity. The Skills Strategy for Northern Ireland aligns with the 10x Economy
vision, which seeks to drive innovation and position the country as a leader in key industries
over the next decade [38]. The Skills Strategy aims to achieve three main goals: increase the
number of people graduating from Northern Ireland’s higher education institutions (HEIs) with
degrees in STEM fields, raise the percentage of the working-age population with qualifications
at Level 2 or higher, and boost those with qualifications at Level 3 and above. The Department
for the Economy oversees the funding of the majority of skills programmes.

The Skill UP Flexible Skills Fund promotes lifelong learning through local further and higher
education institutions, particularly in digital, green technology, and healthcare fields.
Northern Ireland has also introduced all-age apprenticeships, encouraging people at all career
stages to gain new skills.

Nevertheless, Northern Ireland faces structural challenges. Economic inactivity is the highest
in the UK, and a reliance on public sector employment limits demand for skills in the private
sector. Ongoing budget constraints and instability in political institutions also complicate
efforts to fully implement the skills strategy.
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The UK local skills policy landscape

Local-level overview of skills policies and challenges

Following 1997, the UK government devolved powers to Scotland, Wales, and Northern
Ireland, while most of England was largely excluded. Greater London was an exception,
establishing a Mayor and the London Assembly in 2000 [36]. English regions received limited
decentralisation via RDAs and government offices, which were later abolished. In 2014, a new
phase of devolution began in England, involving negotiations with local authorities to form
combined authorities led by metro mayors. As part of the 2022 levelling-up agenda, further
devolution arrangements took place, leading to new mayoral areas by May 2024.

Devolution in England covers nearly half of its population and one-fourth of the land. With
the planned devolution deals by 2025, coverage will grow to include 64% of the population
and 54% of the land area [36]. Figure 2 presents an overview of the current devolution status
in England, highlighting areas with confirmed devolution deals and areas that have expressed
interest or are under discussion for potential agreements.
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Figure 2. Coverage of English devolution (2024)
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Source: Local Government Chronicle — “Devolution map: Revolution gives way to evolution” (October
2024). For an accessible version of this image, see the table in the Appendix.

While devolution allows subregions to innovate and address specific needs, it has also led to
fragmentation, which creates geographical disparities in funding, structure, and
implementation of skills policies. For example, an LTE Group report shows that there is a
significant variation in AEB funding rates across different areas. In 2022/23, Greater London
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offered a 13.5% uplift on the national rates defined by the ESFA, while other areas like Tees
Valley and West of England did not increase the funding rate at all [39]. Greater Manchester,
despite its ambitious technical education plans, offered a lower in-year uplift (5% for 2022-23)
compared to Greater London and the West Midlands. These varying levels of funding between
regions likely carry a risk of creating a “postcode lottery” in the available funding for the
providers operating within each region, which impacts the quality and reach of skills provision.

Table 2 outlines the allocation of certain devolved skills-pertinent powers among CAs in
England, as detailed in the “English institutions with devolved powers: Plain English guidance”
document published by the UK Government in March 2024. The West Midlands Combined
Authority (WMCA) and the Greater Manchester Combined Authority (GMCA), for instance,
are actively involved in co-designing employment programmes with the Department for Work
and Pensions (DWP) under the Trailblazer devolution deals. These programmes aim to support
long-term unemployed individuals and those with specific health-related needs, thereby
creating pathways to sustainable employment in their local economies.

Areas like the East Midlands and York and North Yorkshire are scheduled to receive AEB
funding starting in the 2025/26 academic year. Similarly, the Liverpool City Region will have
flexibility in utilising AEB funding for initiatives such as Skills Bootcamps and Free Courses for
Jobs, which demonstrates a region-specific strategy under Level 4 devolution (based on the
framework discussed in the previous section).

Career hubs are commonly established at the combined authority level. They are useful for
ensuring that the skills of young people are in accordance with the economic needs of local
communities. However, the aforementioned government document does not specify
contracted employment programmes for several areas. This likely suggests either a more
centralised approach in these areas or the potential for further localised interventions in the
future.
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Table 2. Skills-related powers (agreed or under review with government) by Combined

Authority (CA) / Combined County Authority (CCA) area

Area

East Midlands (EM)

Greater Manchester (GM)

Liverpool City Region (LCR)

London

North East (NE)

South Yorkshire (SY)

Tees Valley (TV)

West Midlands (WM)

West Yorkshire (WY)

Adult Skills

Authority: East Midlands
CCA. Funding starts 2025/26
for Adult Education Budget
(AEB)

Authority: GMCA. Annual AEB
for 19+ education & training

Authority: LCRCA. Annual
AEB; flexibility in funding
spend for Skills Bootcamps
and Free Courses for Jobs
under Level 4 devolution
Authority: Greater London
Authority (GLA); delegated
AEB powers and funding by
Mayor
Authority: NECA. AEB funding
starts 2024/25. Flexibility in
funding spend for Skills
Bootcamps and Free Courses
for Jobs under deeper
devolution deal
Authority: SYCA. Annual AEB
for 19+ education & training.
Flexibility in funding spend for
Skills Bootcamps and Free
Courses for Jobs
Authority: TVCA. Annual AEB
for 19+ education & training

Authority: WMCA. Annual AEB
for 19+ education & training

Authority: WYCA. Annual AEB.
Flexibility in funding spend for
Skills Bootcamps and Free
Courses for Jobs
Authority: YNYCA. AEB

Career Hubs

Not specified

Authority: GMCA
hosts Careers Hub,
linking young
people’s skills to
local economy

Authority: LCRCA
hosts Careers Hub

Authority: GLA hosts
4 Careers Hubs

Authority: NECA
hosts Careers Hub

Authority: SYCA
hosts Careers Hub

Authority: TVCA
hosts Careers Hub

Authority: WMCA
hosts Careers Hub
Authority: WYCA

hosts Careers Hub

Authority: YNYCA

Contracted
Employment
Programmes

Not specified

Authority: GMCA co-
designs employment
programmes for long-
term unemployed;
future DWP
collaboration under
Trailblazer deal

Not specified

Not specified

Not specified

Not specified

Not specified

Authority: WMCA will
co-design/deliver all
future employment
programmes with DWP

Not specified

York and North Yorkshire (YNY) funding starts 2025/26 hosts Careers Hub Not specified

Note: While the source of this table does not provide specific details for Cambridgeshire and Peterborough and West of England,
these combined authorities also have a devolved AEB budget.
Source: English institutions with devolved powers: Plain English guidance (published 26 March 2024)

Funding challenges related to education and skills

An analysis by the Institute for Fiscal Studies (IFS) shows how adult education and skills
funding in the UK has undergone significant changes since the early 2000s, with a change in
focus and substantial funding cuts (see Figure 3). In particular, public spending on adult
education and skills has decreased by 30% in 2022/23 since its peak in 2003/04, primarily
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affecting classroom-based learning, which has seen a two-thirds reduction. While some
funding has been redirected to work-based learning, such as apprenticeships, this has not
offset the overall decline. The introduction of the Lifelong Learning Entitlement in 2025 aims
to provide more flexibility in funding, but key design details are still under consultation. The
IFS emphasises the need for targeted funding and notes that any future reforms should be
cautious about adding further instability to the existing skills policy landscape.

Figure 3. Public spending on adult education and skills (2002/03-2022/23)
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Source: Figure adapted from the Institute for Fiscal Studies — “Adult education and skills”

Figure 4 illustrates that 16—18 education spending per student (without factoring in area-
specific cost adjustments) is generally highest in the North West, Yorkshire and the Humber,
and most parts of the West Midlands, while it is lower in London and the South of England.
Notable disparities also exist within specific areas: for instance, Teesside, Humberside,
Lincolnshire, Cheshire, Tyneside, and parts of London exhibit substantial local variations.
These discrepancies often arise from factors such as student movement across local authority
borders and the consolidation of FE colleges [40]. Consequently, spending tends to be higher
in places where FE colleges dominate, as in many northern areas, whereas spending remains
lower in areas with more sixth forms, typically found in London and the South of England.

In contrast to other phases of education, higher education funding per student does not vary
significantly based on location. Students face similar tuition fee caps and receive maintenance
loans that consider living costs. However, when using an alternative measure that focuses on
spending per young resident potentially eligible to attend university, it becomes evident that
spending is highest in London and lowest in areas like Northamptonshire and Blackpool. This
discrepancy reflects differences in university participation rates across places [40]. Unlike FE
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spending, which benefits local areas directly, higher education often supports university
towns, leading to localised economic impacts primarily benefiting places like Canterbury,

Bath, and Brighton.

Figure 4. 16—-18 education spending per student across English local authorities,
relative to the England average (2023/24)
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Note: Spending per student is calculated before applying area cost adjustments
Source: Figure adapted from Drayton et al. (2023) [40]
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Differential capacity of places for local policy innovation
in skills

Aligning policy with local needs

Integrating approaches to skills policy development

The prevailing consensus in policy and research literature is that the most effective approach
to enhance the influence of skills interventions on places is to integrate them as part of a
comprehensive “local stimulus package”, which also includes housing, transport, job quality,
economic development, business improvement, and innovation support [41].

Local authorities oversee a well-developed process for planning and ensuring sufficient
primary and secondary school placements, which guarantees that students can attend schools
in their communities. However, this coordination does not extend to post-16 education. For
post-16 learners, the lack of a unified approach among various institutions, such as school
sixth forms, sixth form colleges, and further education colleges, complicates capacity
planning.

Capacity and challenges in utilising policy levers

Tilley et al. (2023) investigated the capacities of three different UK regional bodies: Enterprise
M3 Local Enterprise Partnership (EM3 LEP), Cardiff Capital Region (CCR) City Deal, and the
North East Combined Authority (NECA) [42]. The study used the NATO framework (comprising
“nodality”, “authority”, “treasure”, and “organisation”) to compare how these areas use policy
levers and to evaluate their impact on productivity drivers (including skills). All three regions
largely function as “nodality institutions”, meaning they excel at networking and information
sharing but lack sufficient authority, funding (“treasure”), and organisational capacity to make
transformative productivity improvements. The EM3 LEP, located in a relatively productive
area in South East England, faced limitations because it had no regulatory or tax-raising
powers, impacting its ability to address skills shortages and support high-value sectors.
Similarly, CCR has some authority through its city deal framework, but funding limitations lead
it to focus more on the quantity of jobs rather than the quality, sometimes hindering
sustainable job creation. NECA, which operated without an elected mayor or a comprehensive
devolution deal until 2024, differed from other combined authorities. Its governance
arrangement, which was restructured in 2018, affected its ability to access devolved powers
and effectively leverage policy to improve local productivity.

The concepts of “permissibility” and “acceptability” can be used to frame the analysis of
leadership capacity under different governance structures. These terms describe the level of
independence allowed to local bodies (permissibility) and whether the conditions of central
oversight are considered acceptable by these local entities [43]. In the case of LEPs, for
example, due to a combination of central controls and the conditional nature of resources and
guidance, their intended autonomy was substantially restricted, thereby weakening their
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capacity to lead impactful local development strategies. This contributed to a pattern where
local initiatives were curtailed by overarching national objectives, despite claims of
decentralisation and empowerment. Thus, the complexity of local leadership capacity,
especially within centralised systems, is more evident where mechanisms such as funding
conditionalities frequently undermine the potential for genuine local policy-making power.

Sectoral vs place-based approaches and misaligned national-local priorities

It is also important to highlight the debate between sectoral and place-based approaches in
skills policies. A sectoral approach focuses on developing skills within specific industries, which
might be beneficial in certain areas — especially where some coherent thinking exists, such as
in the life sciences sector — but sectoral approaches may not be universally effective. Many
areas may benefit more from place-based interventions that consider the wider local
economy.

The literature suggests that regional resilience to economic recessions is influenced
significantly by region-specific competitiveness factors (such as local firm characteristics, the
skill composition of the workforce, inter-firm interactions, and institutional context which
encompasses established practices and policies that regulate economic activity), rather than
purely by the diversity or specialisation of the regional industrial structure [44]. This could also
imply that regions (or subregions) have differential capacities to innovate in local skills policy,
largely depending on their institutional structures and specific assets. For example, places
with stronger governance structures, like those with a Combined Authority, are better
positioned to implement flexible skills policies that enhance adaptability and competitiveness.
Urban areas, often characterised by more diverse economic activities, are likely to have a
greater capacity for skills-based innovation, while rural areas might require more targeted
interventions to overcome limitations in economic diversity and institutional strength,
particularly during economic recessions or shocks, such as the COVID-19 pandemic.

Nurse and Sykes (2020) examined the tensions between “place-based” and “place-blind”
approaches in the UK’s Modern Industrial Strategy (MIS), which was published under the
Theresa May Conservative Government, particularly within the context of local industrial
strategies (LIS) implemented in five Combined Authority areas [45]. They explored how well
these subregions align with national growth priorities, considering factors such as educational
attainment and the existing sectoral composition. Many areas, particularly in the North of
England, have populations with lower qualifications, which limits their ability to engage with
high-growth sectors such as artificial intelligence. Cities like Cambridge show high levels of
educational attainment and sectoral alignment with the MIS, whereas areas such as Fenland,
Sandwell, Walsall, and Knowsley struggle with low levels of qualifications and are
underrepresented in key growth sectors.

A key takeaway is that the MIS tended to favour places with pre-existing strengths in the
targeted sectors, which challenges the narrative of “levelling up” deprived areas. While place-
based strategies are intended to harness local strengths, certain Combined Authority areas

Delivered by 24
ESRC, AHRC LPIP
and Innovate UK HUB



https://www.gov.uk/government/publications/industrial-strategy-building-a-britain-fit-for-the-future

are ill-equipped to capitalise on the high-skill industries promoted by the Industrial Strategy,
thus reinforcing concerns about spatial inequality. The same study suggests that the national
strategy may have inadvertently “picked winners”, with areas like Cambridge poised for
success while areas in the North, such as Tees Valley and parts of Greater Manchester, lag
behind [45].

These findings seem crucial for place-based skills policies, as they suggest a potential
mismatch between the level of local skills and the industries national strategies prioritise.
Without targeted efforts to improve education and training in these areas, new skills initiatives
may struggle to close the gap, thus leaving disadvantaged places further behind.

Additionally, local labour markets in the UK differ significantly in terms of the relationship
between skills supply and demand [46]. For instance, places like Blackpool in North West
England and Rhyl in North Wales exhibit low skills equilibria. Blackpool’s economy relies on
low-wage service sectors (such as tourism) and there is little demand from local businesses
for higher-level skills. Rhyl faces similar challenges, including low educational attainment and
a lack of opportunities for higher-skilled employment, compounded by its rural character.

Addressing the challenges in areas like Blackpool and Rhyl requires not only improving the
supply of skills through education and training but also creating local economic conditions
that demand higher-level skills. Without this dual focus, these places risk remaining in a low-
skills equilibrium, perpetuating cycles of low wages and poor job quality. In contrast, Greater
Manchester presents a more varied picture, with parts of the subregion exhibiting

characteristics of both low and high skills equilibria.
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The role of HE and FE providers in building institutional capacity

Skills demand and utilisation will likely grow if businesses are encouraged to diversify, enhance
their market strategies, and adopt more knowledge-intensive production processes. When
companies move into higher value-added product and service markets, the need for skilled
workers increases along with their utilisation. However, there is significant variation among
businesses in their pursuit of high value-added production, highlighting a strong correlation
between market strategy and workforce skills levels [47]. To support such businesses in
enhancing skills utilisation, higher education institutions (HEIs) play a significant role by
collaborating with local stakeholders, enabling knowledge transfer and attracting research and
development (R&D) investments. They are also vital for building institutional capacity for local
economic development by supporting local authorities to understand and implement
effective skills strategies (such as employment support initiatives, targeted training and
upskilling programmes, initiatives to increase participation of underrepresented groups like
women, ethnic minorities, and individuals with disabilities in certain shortage occupations,
and specific programmes aimed at addressing shortages in important fields like STEM).

Therefore, places without universities focusing on these types of collaborations may have a
lower potential to address skills challenges and reduced capacity to drive innovation in skills-
related policies. Moreover, changes in the UK’s territorial governance, particularly in city-
regions, have made it challenging for universities to navigate and engage productively with
local policymakers [48]. Since regional authorities have limited direct levers over higher
education, this further complicates efforts to build cohesive local partnerships aligned with
regional development goals.

Despite the variation in local experiences, a common theme is the challenge of aligning skills
supply with economic demand. In this context, further education colleges can serve as
“bridging institutions” that connect local communities to skills opportunities [46]. Hence,
areas with a significant presence of FE colleges have a significant advantage in achieving this
alignment, as they are better positioned to deliver relevant skills training tailored to the needs
of local industries.

Addressing local low-skills equilibria

Green et al. (2021) examined the persistent issue of the low-skills low-wage trap in the
Birmingham city-region, focusing on employers in the hospitality and retail sectors [49]. Key
findings show that many firms operate within a low-skills, low-wage equilibrium, driven by
sectoral pressures and local economic conditions. Employers tend to minimise wage costs,
especially in price-sensitive markets, leading to reliance on the National Living Wage (NLW).
Factors such as the availability of cheap labour, particularly from migrant workers and
students, have perpetuated this situation. Employers often lack incentives to invest in skills
development or raise wages due to minimal recruitment challenges and a focus on short-term
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survival. The study also discusses potential pathways for escaping the trap. These include a
focus on productivity improvements and skills development strategies. Innovative policy
interventions, particularly at the local level, are necessary to address these challenges, with
opportunities to link sectoral policies and skills development initiatives to support a transition
out of low-skills traps.

Mac Flynn (2017) explored this low-skills equilibrium concept in Northern Ireland, where both
workers and firms exhibit low demand for skills, resulting in a mutually reinforcing cycle of
underperformance and contributing to lower productivity and wages compared to other areas
of the UK [50]. Several factors contribute to this LSE, including a lack of demand for higher
skills from businesses and low value-added output. A significant proportion of workers in
Northern Ireland are less inclined to pursue upskilling, and firms are similarly reluctant to
invest in skills development. This mutual “apathy” towards skills acquisition sustains the low-
skill, low-wage dynamic, making it difficult to break out of this cycle.

Past policy responses in Northern Ireland have been largely unsuccessful due to the absence
of coordinated efforts between government, industry, and educational institutions. Older
national case studies in other countries, such as those looking at Singapore and Korea, have
demonstrated the importance of coordinated skills policies that align workforce development
with industry needs, particularly in high-tech sectors, while other policies have been used to
upskill older, less educated workers [51].

The LSE concept is widely used, although it has limitations when applied to local contexts,
including measurement issues and an oversimplified understanding of causal mechanisms
[52]. For example, the Greater Manchester Combined Authority and Leeds City Region
Enterprise Partnership have highlighted local LSE issues as critical to their skills policy. The
OECD has also used the LSE concept in local economic and employment development
programmes (LEED), exploring ways to elevate areas from low-skill traps, and citing case
studies such as the Niagara region in Canada and the Riviera del Brenta in Italy [47]. These
areas have implemented local strategies aiming to upgrade skills demand through initiatives
like collaboration between firms and educational institutions.

Despite the conceptual value of LSE, policy interventions often focus too narrowly on
increasing the supply of skills rather than addressing the demand side, which is important for
breaking out of low-skill traps. Moreover, institutional factors such as local political structures
and economic conditions heavily influence LSE dynamics, further complicating policy efforts.
Therefore, there is a need for more empirical research on how local areas can transition out
of LSE and the role that place-based policies can play in these transformations [52].

Is there an “ideal” geographical scale for skills-related functions?

III

The concept of “ideal” geographical scales for various functions acknowledges that, while

there might be an optimal level at which a function should ideally operate, practical factors
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such as institutional structures, governance, and fiscal autonomy also play a significant role in
determining the appropriate scale [21]. Insights from both theory and practice [53] highlight

how functions like “advocacy”, “strategy/planning”, and “service delivery” are best suited to
different geographical scales.

In terms of skills, education, and employment support, the delivery of these services is mostly
carried out locally, though the scale may increase with higher skill levels and specialisation
[21]. For individuals facing significant labour market challenges, neighbourhood-level delivery
through local hubs appears optimal, while higher-level skills, such as those provided by higher
education, are better suited for sub-regional or regional scales. Planning and strategic
functions often operate more successfully at regional or sub-regional levels. Larger scales,
such as pan-regional, are useful for addressing broader advocacy concerns, like skills
shortages and attracting highly skilled workers. For these workers, factors like housing,
culture, and “soft infrastructure” are also critical elements. In a similar context, higher
education institutions are increasingly concentrating on research partnerships and
collaborations that extend to regional or pan-regional levels [54].

Effective local and regional governance is crucial for improving productivity and reducing
disparities, but the fragmented and ever-changing landscape of local institutions poses
significant challenges. For instance, the replacement of RDAs with LEPs under the Coalition
Government and the subsequent introduction of mayoral Combined Authorities have not
been accompanied by a clear, consistent framework for the devolution of powers and
resources [55]. Additionally, the overlapping boundaries of different institutional bodies, such
as LEPs and CAs in certain parts of the country, have further complicated coordination efforts
and hindered policy implementation.

Designing effective place-based interventions: what can
we learn from existing interventions?

Overview

A vast number of initiatives related to skills and employment aiming to address specific local
needs have been implemented across the UK. To name a few, the Greater Manchester
Baccalaureate seeks to transform technical education by providing students (from the age of
14) with industry-aligned pathways and work experience opportunities to connect directly to
high-quality jobs and skills in growing sectors, such as the green economy, digital and
technology. Greater Manchester also focuses on NEET (Not in Education, Employment, or
Training) individuals, particularly those at risk of criminal activity, by collaborating with local
police and educational institutions to provide employment and skills training.

Local Labour Market Partnerships across each of the 11 Local Government Districts of
Northern lIreland are tailored to local requirements, overseen by the Department for
Communities, and offer varied but valuable outcomes. The new WorkWell pilots are a series
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of government-led initiatives across 15 areas of England (including Birmingham & Solihull, and
Black Country) that will aim to provide integrated work and health support, helping individuals
with health conditions stay in or return to employment by connecting them to local services
and personalised assistance.

The UK Community Renewal Fund was a £220 million initiative that ran from November 2021
to December 2022, aimed at helping communities cope with changes after the end of EU
funding. Lead authorities (typically local councils or combined authorities) played a key role
in managing the fund within their areas. They were responsible for assessing project proposals
and allocating funds to initiatives that would have the greatest impact locally. The fund, which
supported 466 projects across the UK, aimed to trial innovative approaches to local
development, including skills enhancement initiatives that targeted employment support and
training.*

The following subsections provide more detailed examples of existing place-based
interventions in skills development. While not exhaustive, these examples highlight key
insights, successes, challenges, and learnings that could inform future policy design and
potentially help refine current local skills strategies.

The Skills Accelerator pilot

A recent evaluation of the Skills Accelerator pilot assessed its effectiveness in aligning
technical education and training with local labour market requirements [56]. The pilot
encompasses two primary initiatives: Local Skills Improvement Plan (LSIP) Trailblazers and the
Strategic Development Fund (SDF) pilots, which were implemented in 18 areas. The evaluation
utilised data from fieldwork, interviews, and case studies, offering useful insights into the
successes and challenges faced during the pilot’s implementation from 2021 to 2022.

Key findings indicate that both LSIP Trailblazers and SDF pilots have facilitated greater
alignment between training provision and local employer needs. LSIPs have notably involved
a diverse array of stakeholders, including providers and employers. This has facilitated
improved identification of skills gaps in growing sectors. Nonetheless, the rollout and
integration of LSIPs into the wider skills landscape remain in their early stages, making it
difficult to assess their full impact at this point.

Several lessons can be drawn from the pilot regarding the factors that contributed to
successful delivery and implementation. Existing relationships between stakeholders played a
crucial role in early development, as well-established partnerships generally reported better
outcomes. Nevertheless, it is important to build new partnerships to avoid insular
collaboration. Furthermore, the pilot’s delivery was supported by dedicated project managers
and strong involvement from the Department for Education, although short timelines and bid
processes posed challenges. In terms of innovative approaches, the SDF allowed for capital

4 The Local Government Association provides examples of these local projects, along with other case studies

focused on skills and employment.
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investment in emerging technology sectors, such as electric vehicles and sustainable heating,
areas where traditional funding had been insufficient. This led to the creation of new curricula
and upskilling of staff. However, challenges remain, particularly around the recruitment of
teaching staff in competitive fields like green skills and technology, as the salaries in these

sectors are often much higher in the industry compared to what colleges can offer.

Challenges, impacts and reforms in Apprenticeship policy

The UK Government manages apprenticeships at the national level in England®, rather than
devolving them to regional authorities, despite years of advocacy by several Metro Mayors.
The system remains centrally managed, although there have been discussions about the
distribution of unspent funds from the Apprenticeship Levy to local areas, thus increasing
their control over apprenticeship provision. The Apprenticeship Levy was implemented in
2017 and is applicable across the UK. Currently, every nation has its own administrative
framework for the allocation of apprenticeship monies. Recent government initiatives have
indicated a focus on enhancing apprenticeship training through national pilots and
investments. For example, the Autumn Statement 2023 announced a £50 million investment
in a two-year pilot to increase apprenticeship training, particularly in sectors like engineering
and manufacturing.

5In England, there are four levels of apprenticeships: intermediate apprenticeships (which are equivalent to Level
2 on the National Qualifications Framework (NQF), comparable to five GCSEs at grades A*—C); advanced
apprenticeships (equivalent to NQF Level 3 or two A levels at grades A-E); higher apprenticeships (which
correspond to at least a Level 4 qualification, such as a Higher National Certificate); and degree-level
apprenticeships (which are equivalent to an undergraduate degree). [40]

Delivered by 30
ESRC, AHRC LPIP
and Innovate UK HUB



https://educationhub.blog.gov.uk/2023/03/10/how-are-apprenticeships-funded-and-what-is-the-apprenticeship-levy/
https://educationhub.blog.gov.uk/2023/11/23/autumn-statement-2023-what-does-it-mean-for-apprenticeships/

Designed to address skills shortages, particularly in technical fields, the Apprenticeship Levy
attempted to reverse the long-standing decline in employer training investment. Evidence
from a CIPD report suggests that the Levy has not been able to meet these goals, especially
when it comes to youth apprenticeships [57]. In particular, apprenticeships for people under
19 decreased by a remarkable 41% between 2015/16 and 2022/23, while individuals aged 19-
24 saw a 36% drop.

Further concerns surround the impact of this decline on small and medium-sized enterprises
(SMEs). Medium-sized businesses saw an even sharper decline of 56% in apprenticeship
starts, while the corresponding figure for smaller employers dropped by 45% [57]. Given that
SMEs typically offer apprenticeships to individuals with fewer qualifications, this picture has
greatly limited opportunities for young people. Though at a slower rate of 14%, larger
companies also reported a decline in apprenticeship starts.

Geographical differences in apprenticeship opportunities present another significant
challenge. Apprenticeship starts in economically disadvantaged places have declined at a
significantly accelerated pace compared to wealthier locations. For example, 18% of
apprenticeship starts in the least disadvantaged areas are at degree level, relative to only 9%
in the most deprived areas. This disparity appears to contradict the concept of apprenticeships
as a vehicle for enhancing social mobility and “levelling up” places.

A further issue has been the reclassification of existing training programmes as
apprenticeships, especially among certain larger employers. Rather than utilising Levy funds
to establish new apprenticeship opportunities, several firms have been rebadging existing
internal staff training programmes into apprenticeships in order to claim back their levy
contributions [58]. This practice likely undermines the Levy’s objective of addressing skills
shortages and gaps (as it does not increase overall training activity) and has led to
inefficiencies in public spending.

Perhaps in response to these issues, the new Labour Government is introducing a new Growth
and Skills Levy, which will supersede the current rigid Apprenticeship Levy. This reform
introduces foundation apprenticeships, providing young people with pathways into vital
sectors, where they can earn while they learn. The revamped Levy will support shorter
apprenticeships, offering more flexibility for learners and employers compared to the previous
requirement of a minimum 12-month duration. The types of training funded by this Levy will
evolve, guided by Skills England’s analysis of essential skills. Additionally, employers will need
to adjust their apprenticeship funding, focusing more on younger workers. They will also be
asked to cover more of the cost for level 7 apprenticeships (i.e., master’s degree equivalent
programmes) outside of the Levy.

The Apprenticeship Grant for Employers (AGE) programme

Cavaglia et al. (2020) examined the impact of local adaptations to the national Apprenticeship
Grant for Employers (AGE) programme in England [59]. The AGE was initially a national
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initiative launched in 2012 (and closed in 2017) to incentivise employers, particularly SMEs,
to hire apprentices aged 16-24 by offering a £1,500 grant per apprentice. Local authorities
(LAs) were granted some flexibility to adapt the scheme in 2015 and 2016, as part of city deals
with the central government, to better suit local contexts. This devolution allowed 40 LAs to
negotiate how the scheme operated, including eligibility criteria and the number of
apprentices a business could hire.

Using a difference-in-differences approach, Cavaglia et al. (2020) compared apprenticeship
starts in areas with and without the abovementioned flexibility [59]. The results showed that
granting local flexibility had zero effect on increasing the number of apprenticeship starts in
devolved areas. This outcome indicates that the negotiated flexibilities did not lead to better
results. As the study suggests, one reason could be that these adaptations focused on the
wrong margins. Specifically, while the national scheme primarily benefited very small
businesses [60], the flexibilities often expanded eligibility to larger firms, which had shown
poor take-up rates in the national scheme. The study concludes that when devolving skills
policy, it is important to have structures in place that ensure effective use of resources in the
local context, as ineffective devolution could increase bureaucracy without contributing to
local economic growth.

Besides, international evidence suggests that financial incentives usually have modest effects
on apprenticeship uptake, and subsidies often fail to substantially enhance apprenticeship
participation, especially when they lack sector-specific targeting and do not receive backing
from social partners [61].

Outcomes of employment training programmes

A report by the What Works Centre for Local Economic Growth (2016) reviewed the impact of
employment training programmes® targeted at adults over 18 on skills and labour market
outcomes [62]. After analysing nearly 1,000 evaluations from the UK and OECD countries, the
review shortlisted 71 studies that met specific evaluation criteria. About half of the training
programmes reviewed had a positive impact on participants’ employment or earnings.
Shorter programmes, especially those under four to six months, proved more beneficial for
less formal training. In contrast, longer programmes showed better results when they focused
on skill-intensive content.

The same study revealed that key elements of successful programmes include employer
involvement in design and activities that closely mirror actual job tasks. However, there is
inconclusive evidence when it comes to comparing different skill levels, such as basic versus
advanced training, due to challenges in finding suitable comparators. Similarly, programmes
that respond to local economic shocks are often too tailored to specific contexts to allow for

5 The cited report defines “employment training” programmes as those targeted at individuals over 18, including
day-release and short courses, and retraining, but excludes training in schools, higher education,
apprenticeships, and programmes specifically for groups like those with mental health issues, ex-convicts, or

certain ethnic groups.
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generalisable conclusions. Perhaps intriguingly, the study found no impact evaluations
examining if programmes are more effective when delivered at different government levels
(local, regional, or national), and no trends indicated that one level outperforms another. This
likely illustrates that better evaluations and more localised trials in programme planning and
implementation are important in order to explore if increased local autonomy can boost policy
effectiveness.

Insights from a City Deal case

Sissons and Jones (2016) investigated the interplay between local industrial strategy and skills
policy in England through the case study of the Sheffield City Deal, which aimed to foster
control over skills, transport, housing, and business support policies [63]. The Sheffield City
Deal included four main strands: skills for growth (emphasising upskilling and
apprenticeships), financial tools (establishing a regional investment fund), transport
improvements, and advanced manufacturing and procurement. Sheffield City Region LEP
focused heavily on addressing perceived skills challenges, echoing national trends that
emphasise skills shortages as the primary barrier to economic growth.

The study points out that this supply-side approach fails to account for weak employer
demand for skills, particularly in sectors like care, hospitality, and retail, where
underutilisation of skills, low wages, and poor progression opportunities are prevalent.
Moreover, the programme targeted advanced sectors, such as advanced manufacturing and
healthcare technologies, which were designated as growth areas without clear justification or
connection to broader regional employment trends. The study criticises the Sheffield City Deal
for its limited focus on integrating skills policy with business innovation or broader economic
strategies, which ultimately limits its impact in addressing low-skills equilibria, particularly in
underdeveloped areas like Barnsley and Rotherham.

Learning from skills initiatives internationally

While the report so far has touched on a few international examples regarding skills-related
challenges, the following subsections explore specific thematic areas in more depth, including
learnings that could inform local policy innovation in skills.

Learnings from practices promoting effective skills utilisation

Evidence from Australia describes how organisations could successfully improve workforce
productivity through better skills utilisation [64]. Eleven case studies detail how interventions
have harnessed skills to drive business growth and community benefits. To promote effective
skills use, seven key practices were identified among Australian organisations:

e Job redesign: Involves altering job roles to fully leverage employees’ skills. For
example, “Dexion” (operating in the manufacturing industry) redesigned roles to
integrate flexibility and employee participation, boosting productivity and morale. The
“Murrumbidgee Local Health District” focused on redesigning the roles of allied health
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assistants to improve healthcare delivery in rural areas. This redesign resulted in
reduced patient waiting times and enhanced service delivery, benefiting both
healthcare workers and patients through better accessibility and sustainability.

e Employee participation: Allowing employees to influence decision-making, as seen at
“GM Holden” (manufacturing), where worker input into processes helped lower costs
and enhanced job satisfaction. This approach strengthens engagement and aligns skills
with organisational needs.

e Autonomy: Giving employees authority over their tasks enhances innovation. At
“Pottinger” (financial sector), staff autonomy contributed to high morale and
innovation, while “CSL Australia” (shipping) encouraged strategic input from
employees to shape company direction.

e Job rotation: Moving employees across different roles expands their skills, as
“Leighton Contractors” (construction) did, helping maintain a stable skilled workforce.
This also allows for more flexibility in resource allocation and supports career
development.

e Skills audits: Identifying current skills and gaps enables targeted training. “The Chia
Co” (food production) conducted skills audits to understand staff capabilities and align
training accordingly, ensuring skills are optimally used to meet evolving business
needs.

e Multi-skilling: Training employees in multiple skill sets is crucial, as seen at “Dexion”,
where welders were cross-trained in other production areas, allowing staff to
contribute more flexibly to business operations.

e Knowledge transfer and mentoring: Mentoring allows experienced employees to pass
on critical skills. “GHD” (professional services) utilised mentoring programmes to
ensure that valuable knowledge is shared, building a learning culture and promoting
continuity in skills during transitions.

Example of transformation from low-skilled work to high-value
manufacturing

The transformation of Italy’s Riviera del Brenta region showcases another clear link between
skills development and economic growth. This region evolved from a low-skilled footwear
production area into a hub for high-fashion shoe manufacturing [47]. Through the local
association (ACRIB), employers collaborated to enhance their product market strategies,
which led to increased productivity and better skills utilisation. This change attracted the
production of shoes for luxury international brands such as Giorgio Armani and Louis Vuitton.
By pooling resources for workforce training, local firms collectively upgraded their expertise,
resulting in a skilled workforce with competencies in design, commercial development, and
production.

The local polytechnic (Politecnico Calzaturiero) has been instrumental in this regional
advancement through programmes where company managers teach local workers outside
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regular hours, while also focusing on management education, innovation, and technology
transfer. This combined emphasis on skill provision and effective utilisation has driven the
area’s success, enabling firms to adopt new technologies and innovate efficiently.
Furthermore, collaborations with unions ensured that rising productivity led to improved
wages and enhanced health and safety for the workforce. This case from Italy demonstrates
how local cooperation, investment in workforce skills, and diversifying market strategies can

transform an area from low-value production to a high-value, knowledge-driven sector.

Australian skills ecosystem projects

In Australia, policymakers were inspired by the concept of high-skills ecosystems [14], which
are environments where multiple factors, like government R&D, business start-ups, and
regional expertise, interact to stimulate economic growth. Researchers and state and federal
policymakers adopted this concept to address challenges in traditional skills supply policies,
which often involved employers relying on the government to meet skills demands reactively,
termed as the “employers whinge, state reacts” problem [65].

The Australian projects, mainly in New South Wales, Queensland, and some in Southern
Australia, were initiated across diverse sectors such as luxury yacht building, dairy, horse
racing, forestry, civil engineering, water supply, and social care. These projects aimed to trial
how a skills ecosystem approach could address skills issues in a more integrated way, moving
away from a simple skills supply model towards encouraging active collaboration between
education providers, firms, and other stakeholders. This included addressing both skills supply
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and how skills were utilised in workplaces to achieve improved business outcomes and better
conditions for employees.

The projects emphasised building employer responsibility for workforce development, rather
than relying solely on government training provision. They had several design features:
focusing on labour market and workplace issues, gathering specific evidence to avoid generic
solutions, balancing diverse stakeholder interests, and making impacts at the regional or
industry level.

However, these initiatives faced significant challenges. Slow progress was due to the time
needed for new institutional arrangements and to build trust among stakeholders. Changes in
government at the state and federal levels and resistance to the approach meant that policy
eventually reverted to focusing on skills supply, and the broad objectives of skill utilisation
remained underdeveloped [65].

Skills interventions in four international cities

A report by Taylor et al. (2022) analyses the approaches used by four international cities —
Fukuoka (Japan), Leipzig (Germany), Cleveland (USA), and Nantes (France) — to address
regional inequalities [66]. Each city demonstrates how local political will, long-term
investment, and strategic local knowledge can drive growth and reduce disparities. An
important component across these case studies is the focus on improving human capital
through education, lifelong learning, and targeted workforce skills development.

In Cleveland, the Accelerate Cleveland Manufacturing programme is a prime example of a
skills-focused initiative aimed at improving workforce capabilities by providing targeted
training for high-demand sectors. This programme is part of broader efforts to support “good
jobs” that offer above-average wages, reflecting a strong connection between skill-building
and economic outcomes. Leipzig has integrated educational elements into its cluster policies,
emphasising career development and training opportunities in sectors like automotive and
healthcare. The city’s initiatives include lifelong learning offers to ensure local residents can
acquire relevant skills, thus supporting the city’s economic restructuring and growth. Fukuoka
focuses on addressing skills shortages by encouraging international immigration through
entrepreneur visas, which allows the city to attract foreign talent to support its start-up
ecosystem. The city monitors human resource skills levels as part of its broader economic
strategy, linking skills development directly to its aim of becoming a major start-up hub.

Despite these efforts, the report identifies a notable lack of robust metrics for lifelong learning
and skills mismatch, which hampers the comprehensive evaluation of skills-related policies.
These gaps suggest that better data collection and evaluation frameworks are needed to
enhance the impact of skills interventions across places.

Delivered by 36
ESRC, AHRC LPIP
and Innovate UK HUB




Conclusion and topics for future research

The UK faces a productivity challenge partly due to the centralised nature of related policies
(e.g., education and skills, innovation, transport, and planning) alongside fragmented local
institutions in terms of both function and location [67]. Cities like Birmingham, Manchester,
and Glasgow lag behind not only London but also similar European cities in terms of
productivity. This is partly because of weak devolution, fragmented policy-making, and
inconsistent funding, which makes it hard for local governments to implement national
policies or develop tailored investment strategies.

The UK’s skills system is an intricate network involving multiple funding sources, qualification
frameworks, and delivery models. It functions at various levels and is shaped by both national
and devolved governance, which makes it complex to navigate. Despite moves to devolve
political authority to Northern Ireland, Scotland, Wales, and some English city-regions, the UK
continues to be highly centralised relative to other countries. Critical areas affecting
productivity (such as regional policies, industrial strategies, and vocational training) suffer
from ongoing disruptions and frequent policy changes. Furthermore, coordinated inter-
departmental collaboration in the UK government has not always been consistent,
exemplified by changing industrial strategies and frequent transformations within
government departments. Addressing spatial inequalities necessitates a better distribution of
fiscal power between local and central governments, granting more authority at the local
level. Achieving this will require stronger capacity in local and regional institutions, alongside
ongoing financial support to address existing disparities [68].

England’s fragmented approach to skills policy has been critiqued as focusing on market
competition and lacking a coherent national strategy [69]. The central argument revolves
around whether the UK can be considered a “laboratory” for expansive policy learning,
especially given the divergent policy trajectories across its constituent nations. This
divergence likely hinders meaningful policy learning across the UK, although local-level
devolution in England may provide a back door for innovative policy developments. For
instance, while the devolved Adult Education Budget offers local authorities some autonomy,
it does not significantly alter the overall marketisation of skills policy. In contrast to England’s
market-driven approach, Scotland and Wales appear to adopt more system-based models.
Scotland, for example, integrates its skills policy within a broader framework that includes
economic development and social justice. In Wales, the Future Generations Act functions as
a key framework, embedding skills policy within broader goals of social justice and economic
prosperity, while initiatives like the Fair Work Commission focus on integrating skills
development with employment quality.

The review has highlighted the importance of coherent and stable policy frameworks to guide

skills initiatives. The inconsistent and piecemeal nature of devolution across the UK creates
disparities in local capacities to implement and innovate skills policy effectively. Local areas,
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especially those governed by newly devolved authorities or those outside established
Combined Authorities, often lack the resources or institutional coherence needed to address
their unique challenges. Experiences in areas of England with greater devolution, notably the
West Midlands and Greater Manchester, emphasise the importance of well-integrated local
partnerships, bringing together educational institutions, local governments, and industry
stakeholders to align education, skills and employment initiatives with economic needs.

Low skills equilibria remain a significant barrier to progress in many places, where economic
conditions sustain cycles of low-wage, low-productivity employment, coupled with insufficient
incentives for both employers and workers to invest in skills. Breaking these cycles requires a
simultaneous focus on both increasing the skills supply and improving local conditions that
demand higher levels of skills. Examples from international contexts suggest that better
utilisation of skills (through improved organisational practices, stronger local governance, and
targeted support for key sectors) can create pathways out of these low-skills traps, but this
requires both strategic investment and a long-term commitment from local stakeholders.

A significant opportunity exists in developing green and innovation-related skills, which are
increasingly critical given the UK’s goals for decarbonisation and technological leadership.
Arguably, part of the demand for “green skills” may be an evolution of existing capabilities,
such as electricians updating their skills to install heat pumps instead of traditional gas
systems. Consequently, local skills initiatives should also focus on enhancing existing skill sets
to meet these emerging requirements by embedding flexibility into training programmes and
ensuring that local economies are equipped to meet the challenges of a green transition.

The evolving role of further education and higher education institutions is pivotal to building
local capacity for economic development. These institutions offer technical training and
function as hubs for innovation and knowledge transfer, helping to bridge the gap between
workforce capabilities and employer demand. Local skills ecosystems that feature strong
collaboration between further education colleges, universities, industries, and public sector
bodies are better equipped to promote sustained skills development.

Finally, the integration of social value frameworks into local policy (for example, through
procurement processes) might offer a viable pathway to enhance local skills. For instance, by
embedding skills development into procurement contracts and planning agreements, local
authorities could leverage their purchasing power to drive the creation of apprenticeships and
other forms of training, ensuring that local economic activities contribute directly to skills
growth.

Delivered by 38
ESRC, AHRC LPIP
and Innovate UK HUB




Future research directions

To enhance and expand effective place-based skills development and policy innovation,

relevant areas for further research are provided below:

Effective models of local governance in skills development: Explore which
governance structures foster local innovation in skills and how different models impact
subregional economic outcomes.

Addressing low skills equilibria: How can local institutional practices or
incentives motivate both employers and workers towards higher skills
utilisation?

Rural versus urban skills strategies: How should skills policy be customised to address
the distinct challenges of rural areas, including more limited access to training
resources and employment opportunities relative to urban contexts?

Improving data-driven local skills strategies: How can granular local labour
market information be more efficiently gathered and utilised to shape training
and employment programmes? How can skills data be combined with other
data sources, such as local innovation metrics and R&D investments, to identify
and address local skills challenges?

Labour mobility and related policies: Assess the interaction between housing,
transport, and other relevant policies in supporting labour mobility. For example, how
can housing availability be optimised to support the movement of workers (such as
skilled trades) to areas of high demand?

Collaborative roles of FE and HE institutions: Explore successful case studies
of FE and HE institutions acting as anchors in local skills ecosystems. What
factors contribute to their ability to align educational outcomes with local

labour market needs?

Addressing these questions will be important for shaping skills policies that are both
innovative and connected to the unique characteristics of different places, ensuring that areas
can build the capabilities necessary for sustainable and inclusive economic growth.
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Appendix

Coverage of English devolution (2024) - Source: Local Government Chronicle — “Devolution
map: Revolution gives way to evolution” (October 2024)
Devolution status Area
Existing mayoral deal e North-East
e York and North Yorkshire
o Tees Valley
o  West Yorkshire
e South Yorkshire
e East Midlands
e Liverpool City Region
e Greater Manchester
e  West Midlands
e Cambridgeshire and Peterborough

e London

e West of England
Mayoral deal agreed e Hull and East Yorkshire

e Greater Lincolnshire
Non-mayoral combined county e lancashire

e Devon and Torbay
County deal e  Warwickshire

e Buckinghamshire

e Surrey

e Cornwall
Interested in a mayoral deal e Cheshire and Warrington

e Plymouth
Interested in a non-mayoral deal e Cumbria

e Staffordshire and Stoke-on-Trent

e Leicestershire, Leicester and Rutland
e Bedfordshire and Northamptonshire
e Hertfordshire

e Oxfordshire

e Gloucestershire

e Berkshire

e New Wessex

Interested in a mayoral or non-mayoral e Greater Essex

deal e Kent and Medway

e Sussex and Brighton

e Hampshire and the Solent

Not interested e Telford and Wrekin
e Worcestershire
Rejected deal e Norfolk
o Suffolk
Conflicting views on how to proceed e Sussex and Brighton
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