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3Skills for Inclusive Growth

Over recent decades, economic growth has failed to 
achieve broad-based prosperity. Despite averaging 2.2% 
per year since 1980,1 more and more people have begun to 
feel that the benefits of growth accrue only to a fraction 
of the population.2 The narrative of people and places 
‘left behind’ has come to dominate our politics. Now our 
economics has to catch up, demanding a shift away from 
the ‘growth-first’ paradigm – prioritising the quantity or 
rate of growth at any cost – to a model of inclusive growth.

Skills are a key component of inclusive growth, ensuring 
people of all ages have the tools they need to navigate the 
challenges of a rapidly evolving labour market and connect 
to the economic opportunities this country has to offer. 
An effective skills system must be a critical part of helping 
to tackle inequality and deprivation, attract inward 
investment and drive productivity.

Yet devising an effective skills system in England seems 
to remain an elusive, perpetually distant goal. This is 
particularly evident in the breakdown in the relationship 
between work and prosperity. We have chronic numbers 
of low-paid jobs with little chance of progression; wage 
stagnation has stretched to lengths not seen in the past 
two centuries; and a new ‘precariat’ class has emerged, 
where workers are forced to accept any employment that 
comes their way. There are too many people for whom 
low-skilled, poorly-paid, insecure work is the only option. 
A successful skills system would empower people to move 
into the well-paid good jobs that are central to cultivating 
self-agency and driving inclusive growth.

Increasing the standard of skills in this country is also 
of critical importance for businesses, many of whom 
report chronic skills shortages. Recent research from the 
Open University found approximately 90% of employers 
have struggled to recruit workers with the right skills 
in the last 12 months.3 This has serious implications for 
business productivity and ultimately economic output. 
Getting skills right therefore provides the opportunity to 
deliver broad-based productivity gains to the benefit of 
individuals, firms and the wider economy.

1 ONS (2015) Trends in the UK economy. Available at: https://www.ons.gov.uk/economy/economicoutputandproductivity/productivitymeasures/
articles/trendsintheukeconomy/2015-02-27

2 For example, see The Equality Trust: The Scale of Economic Inequality in the UK. Available at: https://www.equalitytrust.org.uk/scale-economic-
inequality-uk

3 Open University (2017) The £2.2 Billion cost of the skills gap. Available at: https://www3.open.ac.uk/media/fullstory.aspx?id=31527
4 Alldritt, C. and Norman, A. (2018) The Data Deficit: Why a lack of information undermines the UK skills system. Centre for Progressive Policy. 

Available at: https://progressive-policy.net/wp-content/uploads/2015/09/WJ3600_CPP_report_UK_Skills_SCREEN_PAGES.pdf

For these reasons, the Centre for Progressive Policy (CPP) 
is committed to identifying practical ways to enhance 
the skills system as a driver of inclusive growth. Our first 
report published in March 2018, The Data Deficit: why a 
lack of information undermines the UK skills system,4 outlined 
three prevalent issues facing the skills system:

1 A pervasive inability to match the supply of skills 
with employer demand;

2 The destabilising effects of successive, ineffective 
attempts at reform; and,

3 Significant information failures preventing optimal 
decision making amongst learners, providers and 
policymakers alike.

This report explores in more detail the groups who are 
most at risk of being let down by the skills system. These 
groups are: young learners who do not progress beyond 
low-level qualifications, adults in low-paid work without 
sufficient skill development opportunities and adults in 
work most at risk of displacement. We discuss the key 
challenges facing these groups and offer tailored policy 
solutions.

Despite averaging 2.2% per year  
since 1980, more and more 
people have begun to feel  
that the benefits of growth 
accrue only to a fraction of  
the population

https://www.ons.gov.uk/economy/economicoutputandproductivity/productivitymeasures/articles/trendsintheukeconomy/2015-02-27
https://www.ons.gov.uk/economy/economicoutputandproductivity/productivitymeasures/articles/trendsintheukeconomy/2015-02-27
https://www.equalitytrust.org.uk/scale-economic-inequality-uk
https://www.equalitytrust.org.uk/scale-economic-inequality-uk
https://www3.open.ac.uk/media/fullstory.aspx?id=31527


4

The key groups

Young learners failing to progress through the  
skills system

For learners who do not achieve a Level 2 qualification5 
by the age of 18, almost three in five will not by the age 
of 25 either. CPP analysis suggests that falling behind 
at an early age is costly in terms of future progression 
and earnings potential. Even for those that do achieve 
a Level 2, subsequent progression often stalls, despite 
strong evidence as to the benefits of progressing further, 
showing that a lack of information continues to act as 
a constraint for this group. For example, almost 50% of 
apprenticeship starts in 2017/18 have been at Level 2, for 
which earnings prospects are little better than minimum 
wage work. Progressing from Level 2 to Level 3 increases 
an individual’s annual earnings by more than £2,000 in 
the first year. Yet an estimated 37,530 16- to 18-year-olds 
each year complete a Level 2 apprenticeship and do not 
progress into Level 3.

Adults in low-paid work

Investment in adult skills in England – by the public or 
private sector – is too low by international standards, and 
falling further still. Investment by businesses is lower 
in real terms than it was in 2011. Government funding 
of adult skills fell by 34% in real terms between 2010/11 
and 2015/16. Yet people with a Level 3 qualification are 
19 percentage points more likely to escape low pay than 
those with no formal qualifications.

There are polarising effects at play too, with highly-skilled, 
well-paid adults 18 percentage points more likely to 
take part in training than their less well-off peers. Those 
completing a Level 3 course are 20 percentage points more 
likely to go on to further learning than those completing a 
Level 2. With a variation of 35 percentage points between 
positive destination rates from adult learning across 
different local authorities, there is also an important 
place-based element.

5 For a full list of qualifications at each level please see the appendix

Workers at risk of displacement

Inclusive growth requires a new approach to respond 
to continual structural economic shifts disrupting the 
composition of jobs in the economy. Whether driven by 
globalisation, automation or other technological change, 
the policy response must be to prioritise retraining of 
workers at risk of displacement into alternative, high 
quality employment. The question is then how we either 
reskill people to move into a new role or sector or upskill 
workers within their current occupations to avoid being 
structurally unemployed.

Despite total employment rising by around 800,000 
in England, 80,000 fewer people were employed in 
‘at risk’ occupations in 2017 compared to 2015. This 
report identifies 23 local authorities with both a higher 
than average percentage of workers in at risk jobs and 
falling overall employment. In just two years (2015–17), 
these high-risk local authorities experienced an average 
2 percentage point rise in their economic inactivity rate, 
compared to an average fall of 0.5 percentage points 
across the country. Compounding this is the fact that the 
high risk local authorities are disproportionately in the 
regions most affected by deindustrialisation in the 1970s 
and 1980s.

-34%
Government funding of adult skills  
fell by 34% in real terms between  
2010/11 and 2015/16

-80,000
80,000 fewer people were  
employed in ‘at risk’ occupations  
in 2017 compared to 2015
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The policy response

The Apprenticeship Levy, T-levels and the introduction 
of the National Retraining Scheme (NRS) all provide 
opportunities to improve the skills system and make a 
difference for those who need it most. But these policy 
changes are being implemented at a time of continued 
and significant financial constraint – particularly within 
the Further Education sector – while at the same time 
external forces such as automation and globalisation are 
shifting the goalposts of what skills the workers of today 
and tomorrow require. We therefore need to be smart 
about how and where the system’s resources are targeted.

As an overriding principle, we must build a skills system 
with lifelong learning and inclusive growth at its core. 
This must include helping people of all ages progress 
through the skills system to gain the qualifications they 
need to access quality work. Technical education does 
not need to be a linear process, yet it must instil purpose 
and direction. This report identifies three groups who are 
most at risk of the system falling short of these aims. To 
address the specific challenges they face, we recommend 
the following policy changes:

Helping young learners progress through the skills 
system

• Full implementation of the Baker Clause to provide 
school pupils with information on the career 
opportunities presented by vocational education. 
The legal framework is in place, implementation is 
the current block. FE institutions should deepen 
partnerships with employers or join employer events 
already held in schools to make the focus student 
outcomes, not institutional competition. Existing 14–19 
Partnerships are a good example of where this has been 
done effectively. The new school Career Leader could 
be held accountable by each school for the Baker Clause 
implementation.

• The Department for Education (DfE) should 
publish annual data outlining progression rates 
between the levels of apprenticeships. This could be 
as part of their bi-annual Further Education and Skills 
releases to hold providers to account for progression 
outcomes of young learners.

• Level 2 qualifications should, by default, make 
progression routes into Level 3 clear. Level 2 learners 
should understand how their Level 2 links to a Level 3 
apprenticeship or T-level, so learners can understand 
possible routes to further study and higher earnings.

Upskilling adults in low pay

• Raise the threshold at which adult learners will be 
fully funded for Adult Education Budget courses 
in the future to the real living wage. In 2018/19 the 
Education and Skills Funding Agency (ESFA) will trial 
fully-funded courses for those in low pay work. The 
level at which funding applies should be set at the real 
living wage to assist those in low-paid work to continue 
learning. This would raise the threshold from £15,737 
to £17,063.

• Commit local employers to provide quality jobs, 
not just any work. Make local grant funding, business 
support or investment incentives conditional on 
providing quality employment, including commitment 
to further training. Enforcement could be by local 
areas holding businesses to account through a good 
jobs pledge, or inclusive growth frameworks (locally or 
nationally).

• Vocational institutions need to provide 
quantitative evidence of unmet demand for part 
time Level 3 courses by adults in work. The supply 
of part time courses has been falling because of funding 
pressure in FE and this could be holding back adults 
in low pay, who cannot afford to miss days of work for 
learning. Further evidence is required to demonstrate if 
the lack of supply is affecting low skilled adults in work 
who would otherwise participate in training.

Reskilling and upskilling those at risk of displacement

• Introduce lifelong learning by extending the 
National Retraining Scheme to cover all adult 
workers at risk of displacement, not just those 
impacted by automation. While automation presents 
some of the most recent and potentially significant 
shifts to the labour market, there are other drivers of 
structural economic change, which the skills system – 
and retraining in particular – must be responsive to.

• Use skills matching data at Local Enterprise 
Partnership (LEP) or local/combined authority 
level to capture the requirements of businesses 
today. CPP’s skills mapping system links existing 
technical education courses to jobs at LEP and local 
authority level, which provides a snapshot for localities 
and their respective FE providers of current demand 
and supply of skills. This tool, or similar, should be used 
for each area to assess and adapt their skills provision.

• Skills Advisory Panels need to provide a forum 
for employers to share their forecasted skills 
requirements with local FE institutions. In turn 
FE providers need to make local skills information 
(e.g. career prospects for the occupation locally and 
nationally) available to prospective adult learners in 
order that they can make informed decisions about 
FE courses.
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After decades of economic policymaking prioritising 
the pursuit of GDP growth, political parties across the 
ideological spectrum have recognised the time has come 
to ask, at what cost? It is not enough to consider the 
quantity, or rate of economic growth, we must consider 
its quality – the degree to which, in the Prime Minister’s 
words, the economy ‘works for everyone’. High levels of 
inequality, persistent lack of social mobility and growing 
electoral disaffection are symptoms of an underlying 
challenge to the existing system – and the need for 
inclusive economic growth.

Achieving inclusive growth requires moving beyond our 
current growth-first paradigm to an economic model 
which tackles inequality and deprivation by design – not 
just as an afterthought. Nowhere is this more evident than 
in the world of work.

While many point to record employment levels as 
vindication of the current economic model, the link 
between work and prosperity – or at least work and 
a minimum acceptable standard of living – has been 
increasingly under strain. The number of children living 
in poverty with at least one parent in work has increased 
from 2.1 million in 2010 to 3.1 million in 2018.6 Overall,  
the number of people living in poverty in working families 
has risen by over one million in the three years to 2016/17,7 
an upwards trend compounded by:

6 TUC (2018) Child poverty in working households up by 1 million children since 2010, says TUC. Available at: https://www.tuc.org.uk/news/child-
poverty-working-households-1-million-children-2010-says-tuc

7 Schmueker, K. (2018) Budget 2018: tackling the rising tide of in-work poverty. Joseph Rowntree Foundation. Available at: https://www.jrf.org.uk/
report/budget-2018-tackling-rising-tide-work-poverty

8 Low Pay Commission (2017) National Minimum Wage: Low Pay Commission Report 2017. Available at: https://assets.publishing.service.gov.uk/
government/uploads/system/uploads/attachment_data/file/661195/Low_Pay_Commission_2017_report.pdf

9 D’Arcy, C and Finch, D. (2017) The Great Escape? Low pay and progression in the UK’s labour market. Resolution Foundation and Social Mobility 
Commission. Available at: https://www.resolutionfoundation.org/app/uploads/2017/10/Great-Escape-final-report.pdf

10 Corlett, A. et al. (2018) The Living Standards Outlook 2018. Resolution Foundation. Available at: https://www.resolutionfoundation.org/app/
uploads/2018/02/Outlook-2018.pdf

11 Tily, G. (2018) 17-year wage squeeze the worst in two hundred years. TUC. Available at: https://www.tuc.org.uk/blogs/17-year-wage-squeeze-
worst-two-hundred-years

12 Labour Force Survey
13 The latest evidence suggests that just 28% of people on zero-hours contracts choose to do so because of the flexibility offered – see Partington, 

R. (2018) More regular work wanted by almost half those on zero-hours. The Guardian. Available at: https://www.theguardian.com/uk-
news/2018/oct/03/regular-secure-work-wanted-by-almost-half-on-zero-hours-contracts-flexible-gig-economy. According to Labour Force 
Survey data, the underemployment rate is at 7.4%, lower than the post-crisis peak of 10.6% in Q1 2013 but higher than pre-crisis levels (typically 
6-7%).

14 Taylor, M. (2017) Good Work: The Taylor Review of Modern Working Practices. Available at: https://assets.publishing.service.gov.uk/government/
uploads/system/uploads/attachment_data/file/627671/good-work-taylor-review-modern-working-practices-rg.pdf

15 Work Foundation (2016) The Commission on Good Work: Shaping the agenda in a modern UK Economy. Available at: http://www.
theworkfoundation.com/wp-content/uploads/2016/10/The-Commission-on-Good-Work.pdf

• Chronic numbers of low-paid jobs with little 
chance for progression: 6.4% (1.6 million) of the 
workforce were paid at or below the minimum wage 
in April 2017, up significantly from 3.3% (700,000) in 
1999.8 The chances of progressing out of low-paid work 
are also slim. Analysis shows that only 17% of those low-
paid in 2006 were found to have escaped by 2016.9

• Stagnating wages: for years, average wages in the UK 
have struggled to keep pace with inflation. In real terms, 
average weekly earnings were £12 lower in 2017 than 
they were when the financial crisis struck in 2008.10 
By some estimates, this real wage squeeze is the longest 
since Napoleonic times.11

• Precarious and unfulfilling employment: 
a new ‘precariat’ has emerged, forced to accept any 
employment. The number of people on zero-hours 
contracts has risen more than six-fold since the 
financial crisis, up from 143,000 in 2008 to 901,000 
in 2017.12 Added to this is the rapid growth of the gig 
economy, which – whilst heralded by some as a means 
to desirable, flexible working arrangements13 – is often 
used by employers to avoid statutory responsibilities 
associated with employment, such as sick or holiday pay.

In response, the importance of quality, good work has 
risen up the political agenda,14 encompassing the right to 
fair pay, employment security, job satisfaction, and scope 
for training, progression and greater autonomy. Quality 
jobs are the cornerstone of quality growth. The role of 
business is vital, not only in creating good jobs but also in 
engaging with the education and training system to better 
align the demand and supply of skills.

“ Good businesses create Good Work, where they 
enable people to work in intelligent ways alongside 
technology; to find ways to work smarter together 
and to make sure people are still happy and engaged 
when they are doing it.”
Work Foundation15

The number of children living in poverty with 
at least one parent in work has increased from 
2.1 million in 2010 to 3.1 million in 2018

2010

2018

2.1 million

3.1 million

https://www.tuc.org.uk/news/child-poverty-working-households-1-million-children-2010-says-tuc
https://www.tuc.org.uk/news/child-poverty-working-households-1-million-children-2010-says-tuc
https://www.jrf.org.uk/report/budget-2018-tackling-rising-tide-work-poverty
https://www.jrf.org.uk/report/budget-2018-tackling-rising-tide-work-poverty
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/661195/Low_Pay_Commission_2017_report.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/661195/Low_Pay_Commission_2017_report.pdf
https://www.resolutionfoundation.org/app/uploads/2017/10/Great-Escape-final-report.pdf
https://www.resolutionfoundation.org/app/uploads/2018/02/Outlook-2018.pdf
https://www.resolutionfoundation.org/app/uploads/2018/02/Outlook-2018.pdf
https://www.tuc.org.uk/blogs/17-year-wage-squeeze-worst-two-hundred-years
https://www.tuc.org.uk/blogs/17-year-wage-squeeze-worst-two-hundred-years
https://www.theguardian.com/uk-news/2018/oct/03/regular-secure-work-wanted-by-almost-half-on-zero-hours-contracts-flexible-gig-economy
https://www.theguardian.com/uk-news/2018/oct/03/regular-secure-work-wanted-by-almost-half-on-zero-hours-contracts-flexible-gig-economy
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/627671/good-work-taylor-review-modern-working-practices-rg.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/627671/good-work-taylor-review-modern-working-practices-rg.pdf
http://www.theworkfoundation.com/wp-content/uploads/2016/10/The-Commission-on-Good-Work.pdf
http://www.theworkfoundation.com/wp-content/uploads/2016/10/The-Commission-on-Good-Work.pdf


8

Skills connect people to higher paying jobs and boost 
productivity. They also cultivate individual agency and 
a belief within communities that they can aspire to 
contribute to and benefit from increasing productivity and 
broader-based prosperity.

Successive governments have emphasised the importance 
of effective skills provision as a driver of productivity, 
competitiveness and individual and community resilience. 
But in seeking to create such a system – whether through 
structural reform, financial incentives, qualification design 
and institutional regulation – successive governments 
have failed to establish a stable policy environment that 
delivers. Attempts to simplify the highly fragmented 
system have added to confusion, undermining the extent 
to which employers or learners can effectively engage with 
providers, make informed choices,16 increase productivity 
or progress.

It is hoped that current reforms designed to enhance 
access to, and the quality of, technical education will 
finally make headway in this regard. But the realities of the 
implementation of the Apprenticeship Levy, for example, 
demonstrate how difficult it seems for the skills system to 
address persistent issues that hold back UK productivity 
and undermine inclusive growth.

The complex array of skills policy initiatives, institutions, 
financial incentives and accountability mechanisms 
continues to fail three groups in education and the 
workplace, in particular:

16 In its first report, the Centre for Progressive Policy argued that information failures were at the heart of the skills system’s failure to respond to 
employer and learner needs, fuelling persistent skills mismatches – locally and nationally. See Alldritt, C. and Norman, A. (2018) Op cit. 

17 Cohort is those in state sector at academic age 15, 2010/11. There is very little data for more recent cohorts, in part because of the need to allow 
people sufficient time to progress through the system. See annex A of Department for Business, Innovation and Skills and Department for 
Education (2016) Technical education reform: the case for change. Available at: https://assets.publishing.service.gov.uk/government/uploads/
system/uploads/attachment_data/file/536048/Technical_Education_Reform_-_Case_For_Change.pdf

18 The study referred to here uses Labour Force Survey data and a counterfactual of various qualifications at the level below, see Mcintosh, S. and 
Morris, D. (2016) Labour Market Returns to Vocational Qualifications in the Labour Force Survey. Centre for Vocational Education Research. 
Available at: http://cver.lse.ac.uk/textonly/cver/pubs/cverdp002.pdf. However, another survey using the Longitudinal Educational Outcomes 
dataset suggests there may be a positive return at Level 2 and some at Level 1 compared to the counterfactual of holding a qualification at the 
level immediately below. See Patrignani, P. et al. (2017) The earnings differentials associated with vocational education and training using the 
Longitudinal Education Outcomes data. Centre for Vocational Education Research. Available at: http://cver.lse.ac.uk/textonly/cver/pubs/
cverdp007.pdf. For an explanation on the differences in the returns found to low level courses between administrative and survey data, see 
Conlon, G. (2017) The Payoff to Vocational Qualifications: Reconciling Estimates from Survey and Administrative Data. Centre for Vocational 
Education Research. Available at: http://cver.lse.ac.uk/textonly/cver/pubs/cverdp009.pdf

19 Leitch, S. (2006) Prosperity for all in the global economy – world class skills. Available at: https://assets.publishing.service.gov.uk/government/
uploads/system/uploads/attachment_data/file/354161/Prosperity_for_all_in_the_global_economy_-_summary.pdf

20 CPP analysis of Annual Population Survey data. The Leitch Review recommendations also did little to address regional imbalances in skills. For 
example, the gap between the percentage of people with at least a Level 2 qualification in the South East and Yorkshire actually rose from 6.9 
percentage points in 2006 to 7.5 in 2017.

21 This is almost entirely driven by the rise in participation in undergraduate degrees at Level 6. Enrolments at levels 4 and 5 have been falling.

1. Young learners failing to progress through the  
skills system

There may be up to 125,000 16-year olds each year 
stuck in a pattern of repeat learning at Level 2 or 
below.17 A significant number of young people reach 
this age without the basic skills – including literacy and 
numeracy – necessary to progress to Level 3. While this 
remains the case, it is important that appropriate Level 2 
training remains in place. Yet the system – from primary 
through to post-16 education – must be geared towards 
progressing students into Level 3 and beyond. This is 
especially true given that – while the Level 2 landscape 
is broad and varied, and there are examples of excellent 
provision – the estimated wage return for many low-level 
vocational qualifications has been found to be either zero 
or negative.18

Over a decade on from the Leitch Review of Skills,19 
which called for the balance of skills to shift from Level 2 
to Level 3, we have only made limited progress. The 
percentage of the population in England qualified to 
Level 3 has increased by just 1.1 percentage points  
(up from 17.7% to 18.8%) between 2006 and 2017.20 While 
the labour market continues to polarise, so too does the 
distribution of skills; the proportion qualified to Level 4 
or above – predominantly university students – in the 
same period increased by over eleven percentage points 
(27.2% in 2006 to 38.3% in 2017).21 The system still 
struggles to help large numbers of young people gain the 
higher-level qualifications they need to prosper in today’s 
labour market.

125,000
There may be up to 125,000 16-year olds 
each year stuck in a pattern of repeat 
learning at Level 2 or below

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/536048/Technical_Education_Reform_-_Case_For_Change.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/536048/Technical_Education_Reform_-_Case_For_Change.pdf
http://cver.lse.ac.uk/textonly/cver/pubs/cverdp002.pdf
http://cver.lse.ac.uk/textonly/cver/pubs/cverdp007.pdf
http://cver.lse.ac.uk/textonly/cver/pubs/cverdp007.pdf
http://cver.lse.ac.uk/textonly/cver/pubs/cverdp009.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/354161/Prosperity_for_all_in_the_global_economy_-_summary.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/354161/Prosperity_for_all_in_the_global_economy_-_summary.pdf
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2. Adults in low-paid work

‘For most low-paid workers,’ the Social Mobility 
Commission and the Resolution Foundation concluded 
recently, ‘poorly-paid positions are not acting as a first 
rung on the ladder – it is the only rung.’22 Analysis by 
the ONS also shows that an individual’s chances of pay 
progression are closely related to their level of education. 
The higher the level of qualification of the lowest earners, 
the higher their likelihood of escaping low pay.23

If the skills system is to drive pay progression, it needs 
to do a better job of reaching those with no or low-level 
qualification in low pay and it must improve the way 
it moves people through the system into higher level 
training. Evidence suggests that boosting the skills of the 
least qualified in society offers the highest returns for 
growth and inclusion.24 This includes formal qualification-
based training either partly or fully funded by the state, 
but also employers investing more in the on-the-job 
training of their staff. Unfortunately, a wide range of 
evidence shows that both public and private investment in 
the skills of the workforce is falling from what was already 
a low level.

22 D’Arcy, C and Finch, D. (2017) op cit.
23 ONS (2018) Inclusive growth: measures and trends. Available at: https://www.ons.gov.uk/economy/nationalaccounts/uksectoraccounts/

compendium/economicreview/july2018/inclusivegrowthmeasuresandtrends
24 OECD (2012) Promoting Growth in All Regions: Lessons from across the OECD. Available at: http://www.oecd.org/site/govrdpc/50138839.pdf
25 For example, see table 6.1: https://www.pwc.co.uk/economic-services/assets/international-impact-ofautomation-feb-2018.pdf

3. Workers at risk of displacement

While structural economic shifts continually disrupt the 
world of work, the potential impact of automation and 
globalisation could shake out the labour market in a way 
not seen since the deindustrialisation of the 1980s. While 
predictions vary, many studies agree that work currently 
done by people with low education levels is the most 
susceptible to automation.25 Reskilling and upskilling 
these workers will be vital if employment, productivity 
and growth is to be inclusive.

Overall, the current system is failing key groups, leaving 
low-skilled, low-paid work as the only option for too many 
of our young people and adults. Travel through technical 
education need not be linear and certainly should not 
finish when a young person enters employment. We 
must build a system of lifelong learning, capable of 
moving young learners into higher level courses and on 
into good work, upskilling adults in low-paid work to 
ensure pay progression, and reskilling workers at risk of 
displacement from structural economic change. Only then 
can we ensure everybody can connect to the economic 
opportunity and wider prosperity that this country can 
offer in the future.

This report will discuss each of these three groups in 
more detail through sections 1 to 3, analysing the barriers 
they face in engaging with the skills system in education 
and at work and the impact this has on inclusive growth. 
Recommendations for how we can better build a system 
with inclusive growth at its core are set out in the 
final section.

If the skills system is to drive 
pay progression, it needs to do a 
better job of reaching those with 
no or low-level qualification in 
low pay and it must improve the 
way it moves people through the 
system into higher level training

https://www.ons.gov.uk/economy/nationalaccounts/uksectoraccounts/compendium/economicreview/july2018/inclusivegrowthmeasuresandtrends
https://www.ons.gov.uk/economy/nationalaccounts/uksectoraccounts/compendium/economicreview/july2018/inclusivegrowthmeasuresandtrends
https://www.pwc.co.uk/economic-services/assets/international-impact-ofautomation-feb-2018.pdf
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For the skills system to be a driver of inclusive growth, 
it must better support young people into appropriate 
further learning and skilled, sustainable and high-quality 
employment. At present, the system fails over a third of 
young people every year; 36.1% of students do not attain 
the threshold Grade 4 in their English and maths GCSEs.26 
Progression prospects for this group are bleak; just three 
in ten will gain a Level 3 qualification or higher by the 
age of 25.27

Up to 125,000 16-year-olds churn in and out of low-paid 
work and low-level, often unrelated courses and are 
unable to find a route to progress their careers.28 There 
are of course legitimate reasons for what may appear 
to constitute repeat learning. For example, 16-year olds 
who have only just reached the threshold for GCSEs 
will often need to begin post-16 technical education 
at Level 2. Additionally, many young people begin 
A-levels, only to drop out, meaning even if they start 
a technical qualification at Level 3, they still appear to 
be repeat learning.

There are still too many young people without a clear 
pathway through technical education and on into 
fulfilling, highly skilled technical careers. Far from 
inspiring a lifelong relationship with learning and forging 
a connection between skills and opportunity, lack of 
progression can trap these young people in a situation 
which – the Department for Education acknowledges – 
‘results in substantial and unnecessary additional costs 
to the public purse [that] could have been avoided had 
learners been in a position to make an informed choice 
at the outset.’29

26 36.1% figure is the proportion who did not achieve grades 9–4 in English and maths in 2017. See DfE (2018) Revised GCSE and equivalent results 
in England, 2016 to 2017. Available at: https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/
file/676596/SFR01_2018.pdf

27 DfE (2018) Post-16 education: highest level of achievement by age 25. Available at: https://assets.publishing.service.gov.uk/government/
uploads/system/uploads/attachment_data/file/705269/Post_16_education_highest_level_of_achievement_by_age_25.pdf

28 Cohort is those in state sector at academic age 15, 2010/11. See Annex A of DfE (2016) Technical education reform the case for change. Available 
at: https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/536048/Technical_Education_
Reform_-_Case_For_Change.pdf

29 Ibid.
30 Department for Education Further Education Outcomes Based Success Measures 2014 to 2015
31 CPP analysis of DfE Apprenticeship and Levy statistics: September 2018. Latest data available: August 2017 to June 2018
32 Department for Education Further Education Outcomes Based Success Measures 2014 to 2015
33 This lower figure predominantly reflects different subject choices typically made by women
34 Calculated using the minimum wage for April 2016 and the average full-time weekly hours of 37.5.
35 Department for Education Further Education Outcomes Based Success Measures 2014 to 2015. These strong earnings differentials are 

corroborated by research by the Centre for Vocational Research. Using those with intermediate (Level 2) apprenticeships as their highest 
qualification by age 28 as the counterfactual, they found that those with an advanced (Level 3) apprenticeship enjoyed an earnings differential of 
25%, even when controlling for multiple personal characteristics, including previous eligibility for free school meals, Key Stage 2 test scores and 
special educational needs. See Patrignani, P. et al. (2017) op cit.

Current government policy emphasises apprenticeships 
as a key route into skilled technical occupations. Evidence 
shows that higher level apprenticeships have proven 
effective at moving people into high-skilled jobs with 
high earning prospects, with those completing a Level 5 
apprenticeship in 2014/15 earning an average of £25,300 
just one year later.30

However, only 8% of all apprenticeships started by 
people up to the age of 24 in 2017/18 were at Level 4 
or above.31 Almost 50% of starts were at Level 2, for 
which earnings prospects – in the first year at least – 
appear to be no better, or worse, than for a low skilled 
job. Government data on earnings outcomes suggest 
that for people completing a Level 2 apprenticeship in 
2014/15 median earnings one year later were £15,100.32 
For women, this figure was just £13,400,33 below what 
someone at that time working a minimum wage job full 
time could expect to earn.34 In all, those that completed 
a Level 5 apprenticeship earned 68% more than those who 
completed a Level 2 apprenticeship.35

50%
Almost 50% of apprenticeship  
starts in 2017/18 were at Level 2

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/676596/SFR01_2018.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/676596/SFR01_2018.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/705269/Post_16_education_highest_level_of_achievement_by_age_25.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/705269/Post_16_education_highest_level_of_achievement_by_age_25.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/536048/Technical_Education_Reform_-_Case_For_Change.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/536048/Technical_Education_Reform_-_Case_For_Change.pdf
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Chart 1: Level 2 apprenticeship progression to Level 3 apprenticeship and associated annual earnings premium 
by sector subject area, England, 2014/1536

36 Progression data (rounded to nearest percentage point) taken from DfE (2017) Further Education: Outcome based success measures, academic 
years 2013/14 and 2014/15. Available at: https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/
file/654370/SFR52_2017.pdf . Earnings data is from DfE Further Education Outcome Based Success Measures.

37 Based on SFA apprenticeship success rate data for 2014/15 and the 22% progression figure for the overall 2014/15 cohort
38 House of Lords Economic Affairs Committee (2018) Treating Students Fairly: The Economics of Post-School Education. Available at: https://

www.parliament.uk/business/committees/committees-a-z/lords-select/economic-affairs-committee/news-parliament-2017/education-
post-school-report-publication/

As shown in Chart 1, only 22% of those who completed a 
Level 2 apprenticeship in 2014/15 progressed to a Level 3 
apprenticeship within 12 months. Many young people 
are following the government advised technical route as 
a means to higher skills and better pay, but a significant 
proportion are still getting stuck along the way.

Addressing the specific failure of progression from Level 2 
to Level 3 apprenticeships would have a significantly 
positive impact on the lives of up to 37,530 16- to 18-year-
olds and 37,390 19- to 23-year-olds each year.37 Yet there 
is very little in place in terms of government strategy for 
moving people from Level 2 apprenticeships into Level 3 
and beyond. The majority of Level 3 apprentices recruited 
at age 18 already have A-levels or Level 3 vocational 
qualifications.

“ Progression from lower (Level 2 and 3) 
apprenticeships to higher apprenticeships is not 
embedded and there are concerns that degree 
apprenticeships will become the preserve of people 
who have pursued an academic route.”
House of Lords Economic Affairs Committee38

22%
Only 22% of those who completed a Level 2 
apprenticeship in 2014/15 progressed to  
a Level 3 apprenticeship within 12 months
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https://www.parliament.uk/business/committees/committees-a-z/lords-select/economic-affairs-committee/news-parliament-2017/education-post-school-report-publication/
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Chart 2: Change in number of apprenticeship starts compared to the same month in the previous year, 
England39

39 Source: Apprenticeship starts data from Department for Education and Education and Skills Funding Agency
40 Fitzpatrick, A. et al. (2017) Traineeships: Year Two Process Evaluation. Available at: https://assets.publishing.service.gov.uk/government/uploads/

system/uploads/attachment_data/file/626792/Traineeships_Year_Two_Process_Evaluation.pdf
41 Moules, J. (2017) MBA students become unlikely beneficiaries of UK apprenticeship levy. Financial Times. Available at: https://www.ft.com/

content/0b674abc-a926-11e7-93c5-648314d2c72c
42 House of Lords Economic Affairs Committee (2018) op cit.
43 See CPP’s previous report for full details of the ‘data deficit’ holding back the skills system. Alldritt, C. and Norman, A. (2018) op cit.

While young people require greater support in the 
transition between Level 2 and 3, there are many who are 
unable to complete a Level 2 apprenticeship, for whom 
different types of support is required. Traineeships are 
designed to provide young people with work experience 
and work preparation training – alongside support in 
English and maths – in order to prepare them for entering 
either an apprenticeship or employment. But they 
appear to do little to aid the transition into higher level 
apprenticeships. A two-year process evaluation found that 
only 20% were in an apprenticeship after having done a 
traineeship, with 34% in work.40

Early evidence suggests that the Apprenticeship Levy 
has started to shift provision towards higher (Level 4+) 
apprenticeships (see Chart 2 above). However, this 
data should be interpreted with caution as a number 
of Levy-paying employers are shifting their existing 
training to apprenticeships – sometimes in the form of 
MBA apprenticeships – in order to reclaim Levy funds.41 
Sue Husband, the Director the National Apprenticeship 
Service, is herself a management apprentice.42 Evidence 
of the Levy moving most young people through 
the apprenticeship system into higher levels is, at 
best, unclear.

Chart 1 shows that there is also significant variation 
in progression rates for intermediate apprenticeships 
by subject. These bare little relation to the earnings 
premiums associated with progression from a Level 2 to 
Level 3 apprenticeship in that subject, suggesting that 
either learners are not motivated to progress by earnings 
differentials or that they are not aware of them.43 Either 
way, it appears that the system could be doing more to 
encourage progression within subjects where there is 
evidence of higher potential earnings.
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https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/626792/Traineeships_Year_Two_Process_Evaluation.pdf
https://www.ft.com/content/0b674abc-a926-11e7-93c5-648314d2c72c
https://www.ft.com/content/0b674abc-a926-11e7-93c5-648314d2c72c
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Chart 3: Highest level of attainment at age 25 by GCSE attainment at age 1544 

44 Data source: Table 1a from DfE (2018) Post-16 education: highest level of achievement by age 25. Available at: https://assets.publishing.service.
gov.uk/government/uploads/system/uploads/attachment_data/file/705269/Post_16_education_highest_level_of_achievement_by_age_25.pdf

This section has highlighted the risk for many young 
people of not progressing, in terms of further learning 
or higher earnings. This risk is particularly acute in 
the transition between pre- and post-16 education. 
Government analysis of the Longitudinal Educational 
Outcomes (LEO) dataset (see Chart 3) shows that of 
those who achieved Level 2 (five or more good GCSEs) 
at 15 years old, nearly 45% (155,100) went on to achieve 
Level 6 qualifications by 25 years old. This compares 
to just 6% (15,100) for those without five or more good 
GCSEs at the same age.

For those young people who do not gain a Level 2 
qualification by the age of 18 their prospects are more 
limited still: nearly three in five still had not gained a 
Level 2 qualification by the age of 25, and only just over 
one in 10 had gained a Level 3 qualification or higher.
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https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/705269/Post_16_education_highest_level_of_achievement_by_age_25.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/705269/Post_16_education_highest_level_of_achievement_by_age_25.pdf
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Chart 4: Highest level of attainment aged 25 by highest level of attainment at age 1845 

45 Ibid.
46 Machin, S. et al. (2018) Entry Through the Narrow Door: The Cost of Failing High Stakes Exams. Centre for Vocational Education Research. 

Available at: http://cver.lse.ac.uk/textonly/cver/pubs/cverdp014.pdf
47 Vidal Rodeiro, C. (2018) Which students benefit from retaking Mathematics and English GCSEs post-16? Available at: http://www.

cambridgeassessment.org.uk/Images/476535-which-students-benefit-from-retaking-mathematics-and-english-gcses-post-16-.pdf

The nature of the transition between pre-16 and post-16 
education acts as a significant barrier to progression for 
large numbers of young people. As the data above shows, 
those students who fail to reach a certain grade threshold 
at this age face a more difficult path to higher education 
and earnings. But these starkly different outcomes are not 
solely driven by educational ability. Analysis by the Centre 
for Vocational Education Research (CVER) contrasts the 
subsequent experiences of students of the same ability 
that either just succeed or just fail to gain a grade C in 
GCSE English. The student who just fails the course is 
more likely to become classified as ‘Not in Education, 
Employment, or Training’ (NEET) and much less likely  
to start a Level 3 course or enter tertiary education.46

The narrowly defined, binary nature of success at this 
young age may well have powerful psychological effects 
and reinforce feelings of failure and low aspiration among 
whole cohorts of young people. Thresholds and threshold 
effects will always exist, but the evidence suggests the 
system needs to be much more adept at helping those who 
fail to get back on track. 

Varying rates of resit success across institution type 
may identify ways to help more of these young people 
get back on track. One study by Cambridge Assessment 
found that students in sixth form colleges and schools are 
more likely to improve their grade when resitting a GCSE 
exam than those in FE colleges, positing that FE colleges 
having higher numbers of student retaking exams can help 
explain the difference.47 The authors cite the pressures on 
funding, strain on staff and logistical issues this causes. As 
such, greater support for FE colleges with high numbers of 
students retaking exams may boost overall pass rates.
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Navigating the system

Central to getting young learners back on track is 
promoting easier navigation through the system, 
particularly given those who fail to reach the threshold 
grade at English GCSE are less likely to stay at the same 
school post-16.48 At present, students struggle to identify 
the best routes to higher levels and on into decent 
employment. The Select Committee on Social Mobility 
has argued that the vocational system is “especially 
confusing” and “unusually complex by international 
standards”, especially in comparison to the pathway for 
degree students.49 

“ Making a successful transition through a high quality 
and valued pathway can mean a successful career. 
Becoming trapped in poor quality and under-valued 
alternatives can mean a lifetime of poverty.”
House of Lords Select Committee on Social Mobility50

The system’s complexity, it is argued, also inhibits 
the ability and willingness of business to engage with 
providers, limiting both the training opportunities of 
their own workforce and the ability of skills provision 
to meet the needs of employers. 45% of respondents to 
a CBI business survey said simplifying the vocational 
qualification landscape would help in building employer 
trust and confidence.51 Employers, unable to understand 
the complexity of the system, disengage, allowing in 
turn a race to the bottom, with awarding organisations 
competing for market share among colleges by making 
their courses easy to pass and cheap to teach.52

48 Machin, S. et al. (2018) op cit. 
49 Select Committee on Social Mobility (2016) Overlooked and left behind: improving the transition from school to work for the majority of young 

people. House of Lords. Available at: https://publications.parliament.uk/pa/ld201516/ldselect/ldsocmob/120/120.pdf; CIPD (2017) From 
inadequate to world class: Making the UK’s skills system world class. Available at: https://www.cipd.co.uk/knowledge/work/skills/uk-skills-
system-report 

50 Ibid. 
51 CBI (2015) Inspiring Growth: CBI/Pearson Education and Skills Survey. Available at: http://www.cbi.org.uk/cbi-prod/assets/File/Education-and-

skills-survey-2015.pdf 
52 Musster, P. and Simon, F. (2013) A Skills beyong School Review of England. OECD. Available at: http://www.oecd.org/education/skills-beyond-

school/ASkillsBeyondSchoolReviewOfEngland.pdf 
53 Alldritt, C. and Norman, A. (2018) op cit.

This pertains to the lack of information on the skills 
system, as identified by CPP’s previous report.53 Young 
people do not receive the necessary data-driven advice 
and guidance to make decisions based on established 
routes into the labour market. Key to helping young 
people to progress is helping them to navigate the system 
and to understand their prospects as they chose from a 
number of different options.

Successive reviews of technical education – from Leitch, 
to Wolf to Sainsbury – have lamented the inability of 
the skills system to move people out of low-level, low-
value courses into the high-quality courses young people 
need to access higher paying employment. The evidence 
presented here shows that too few young people are 
progressing to higher level vocational courses and too 
many are being left behind at crucial stages. Unless these 
constraints are addressed, the skills system will not drive 
inclusive growth. Yet it is not just the young being let 
down. As section 2 explores, the system also struggles to 
reach adults in low pay, trapping them in in-work poverty. 

The evidence presented here 
shows that too few young  
people are progressing to higher 
level vocational courses and  
too many are being left behind  
at crucial stages

https://publications.parliament.uk/pa/ld201516/ldselect/ldsocmob/120/120.pdf
https://www.cipd.co.uk/knowledge/work/skills/uk-skills-system-report
https://www.cipd.co.uk/knowledge/work/skills/uk-skills-system-report
http://www.cbi.org.uk/cbi-prod/assets/File/Education-and-skills-survey-2015.pdf
http://www.cbi.org.uk/cbi-prod/assets/File/Education-and-skills-survey-2015.pdf
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In summary

The skills system is failing to progress young learners into 
higher level qualifications and good, well-paid jobs.

Many 16-year-olds churn in and 
out of low paid work and low level, 
often unrelated courses; up to

125,000
are unable to find a route to 
progress their careers

Many young people are following 
the government advised technical 
route as a means to higher skills 
and better pay, but a significant 
majority are still getting stuck 
along the way

Falling behind early on is hugely 
costly: for those young people 
who do not gain a Level 2 
qualification by the age of 18 
nearly three in five still do not 
gain a Level 2 qualification  
by the age of 25, and only just 
over one in 10 gain a Level 3 
qualification or higher

Level 2

Level 3



Adults in  
low-paid work

2



19Skills for Inclusive Growth

Access to quality employment, which pays well, is fulfilling 
and provides good opportunities for progression is a 
key component of inclusive growth. However, England 
consistently underinvests in the skills people need to 
move out of low pay and into higher paid work (see 
Charts 6 and 7 below). For people without higher level 
qualifications, there must be ready access to training 
whilst working to support skills development. To 
guard against the risks of low pay, in-work training and 
development must be available throughout a person’s 
working life. 

Pay progression is linked to a range of issues, including 
personal characteristics, such as gender54 and age,55 but 
also sector of employment.56 While each of these factors 
plays a role, evidence suggests that skill level is also 
important for explaining who is most likely to experience 
pay progression. 

54 D’Arcy, C and Finch, D (2017) op cit. 
55 D’Arcy, C and Finch, D (2016) op cit. 
56 Green, A. et al. (2016) Transitioning out of poverty: harnessing growth sectors. Available at: https://appam.confex.com/appam/int16/

webprogram/Paper15967.html
57 Alldritt, C. and Norman, A. (2018) op cit. 
58 Source: ONS and Department for Work and Pensions in Figure 10 from ONS (2018) Inclusive growth: measures and trends. Available at: https://

www.ons.gov.uk/economy/nationalaccounts/uksectoraccounts/compendium/economicreview/july2018/inclusivegrowthmeasuresandtrends 

The impact of investment in skills 
whilst in work

Higher levels of skills are a key enabler of mobility out 
of low pay. As Chart 5 shows, people with a Level 4 
qualification or higher are twice as likely to escape low 
pay than those with no formal qualifications. Between 
2011 and 2015, 38% of those with Level 1 qualifications 
and 34% of people with Level 2 qualifications were unable 
to progress out of low pay. Meanwhile, those with no 
qualifications are twice as likely to not experience pay 
progression at all than those with Level 4 qualifications 
or higher. 

CPP’s previous report showed that, while the graduate 
premium is well-established, jobs linked to technical 
education can have average advertised salaries up to 
£34,800, £21,150 above the living wage.57 Research into the 
higher-level technical qualifications repeatedly shows the 
positive earnings effects of having such qualifications.

Chart 5: Earnings progression of the lowest earners for 25- to 29-years-old group by education level,  
England and Wales, 2011–1558
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https://www.ons.gov.uk/economy/nationalaccounts/uksectoraccounts/compendium/economicreview/july2018/inclusivegrowthmeasuresandtrends
https://www.ons.gov.uk/economy/nationalaccounts/uksectoraccounts/compendium/economicreview/july2018/inclusivegrowthmeasuresandtrends
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Chart 6: Average cost per participant (PPS) of continuing vocational training courses spent by enterprises for 
EU countries 201559

59 Source: Eurostat
60 Purchasing power standard (PPS) is an artificial currency unit to equalise currency differences across countries. PPS is derived by dividing  

any economic aggregate of a country in national currency by its respective purchasing power parities.

The current state of skills 
investment

Investment in the skills of the workforce is still too low 
both relative to similar countries and compared to the 
potential returns to further investment and employer 
demand. Chart 6 shows that UK employers spend 
only about half as much as the EU average in terms 
of purchasing power standard (PPS) on continuing 
vocational training courses.60 In addition, Chart 7 
illustrates that we have been slipping further behind our 
EU counterparts. Since 2005, there has been a growing gap 
in in-work skills funding with countries that we should be 
aspiring to match, such as Germany, France and Denmark.
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Chart 7: Average cost per participant (purchasing power standard61) of continuing vocational training courses 
spent by enterprises for selected EU countries, 2005–1562 

61 Purchasing power standard (PPS) is an artificial currency unit to equalise currency differences across countries. PPS is derived by dividing  
any economic aggregate of a country in national currency by its respective purchasing power parities.

62 Source: Eurostat
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Chart 8: Average per employee training expenditure by sector for 2017 and percentage change since 201163

63 Data source: Employer Skills Surveys 2011–17.
64 Department for Education (2017) Employer skills survey 2017. Available at: https://assets.publishing.service.gov.uk/government/uploads/

system/uploads/attachment_data/file/733509/Employer_Skills_Survey-report.pdf 

Overall funding for adult skills has fallen further in recent 
years – by 34% in real terms between 2010/11 and 2015/16. 
In terms of private investment, at £1,500 per employee, 
spending on training in the UK is also lower in real 
terms than it was in 2011.64 As shown in Chart 8, average 
expenditure varies significantly across sectors, with some 
spending almost twice as much on training per employee 
than others. Low pay sectors, such as wholesale and 
retail and hotels and restaurants, have lower than average 
employer investment in training.
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https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/733509/Employer_Skills_Survey-report.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/733509/Employer_Skills_Survey-report.pdf
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Chart 9: Sustained positive destination, employment and learning rates for adult (19+) FE and skills learners  
by level, England, 2014/15

65 ONS (2018) Adult Education Survey 2016. Available at: https://assets.publishing.service.gov.uk/government/uploads/system/uploads/
attachment_data/file/714752/Adult_Education_Survey_2016_research_report.pdf 

The adult education system not only underinvests in the 
skills of the workforce, it appears to reinforce existing 
disparities. Data from the Adult Education Survey shows 
that those already earning a high salary are more likely 
to take part in training than those in low-paid work.65 
Those earning £45,000 and above are 18% more likely to 
have undertaken any kind of learning – either formal or 
informal – in the last 12 months than those earning less 
than £14,999. For those in this lower income bracket, only 
6% had experienced formal training in the last 12 months. 
Furthermore, Chart 9 shows adults completing a full 
Level 3 course are 20 percentage points more likely to go 
on to sustained further learning than those completing 
a full Level 2. As explored in section 1, often the value 
of a Level 2 qualification is that it leads to a Level 3 
qualification and onwards, for which the positive labour 
market returns are more certain. 
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https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/714752/Adult_Education_Survey_2016_research_report.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/714752/Adult_Education_Survey_2016_research_report.pdf
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Chart 10: Sustained positive destination rate for all age apprenticeships, all age traineeships, and adult (19+)  
FE and skills learners for selected local authorities, England, 2014/1566

66 Source: Department for Education Further Education outcome based success measures. The data is split into quintiles to show relative positions, 
with 65 local authorities in each band.
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Chart 11: Estimated average highest level of qualification achieved vs coverage of the National Living Wage67  
by local authority in England, 201768

67 The percentage of all workers paid at or below their applicable minimum wage rate
68 Source: CPP Analysis of Low Pay Commission and Annual Population Survey datasets

Local variation in progression 
through the skills system

Data suggests significant local variation in progression 
through the skills system. Chart 10 shows the positive 
destination rate for all age apprenticeships, all age 
traineeships, and adult FE and skills learners, with a 
variation of 36 percentage points between the positive 
destination rates for the best and worst performing local 
authorities. In effect, an adult doing a further education 
course in some areas of the country has more than a one 
in three chance of it leading neither to a sustained job nor 
further learning. In other areas, this chance is as low as 
one in 10. Rates range from just over 50% in Greenwich 
and South Staffordshire to close to 90% in Tewkesbury 
and Purbeck, demonstrating the role played by place in 
adult education.

Local variations in skills outcomes can lead to polarised 
labour markets in England. Chart 11 shows that the local 
authorities with low average qualification levels tend to 
have a high proportion of their workforce earning at or 
below the national living wage. 
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Making adult education a 
cornerstone of the system

There is strong cross-party and cross-sector support for 
building a culture of lifelong learning,69 especially as a 
means to tackle inequality and deprivation prevalent 
across the country, where families – and often whole 
communities – become disengaged from the education 
system from a young age. Persuading people who in the 
past have had a bad experience of education to re-engage 
with the system is a key challenge. 

Results from the Adult Participation in Learning Survey 
2017 are a useful indication of self-reported barriers 
to engaging with the skills system,70 with work and 
other time pressures as the number one issue cited 
as preventing learning. Adults who have not been in 
learning for three or more years are more likely to report 
dispositional barriers, including lack of interest and 
feeling too old, and 38% of all adults reported that nothing 
could make them more likely to take up learning. 

We must rebuild a culture of adult learning, particularly 
among those in low-paid work. A job, any job, is no 
longer a route out of poverty. We must break with the 
past mantra of ‘work first’ and build a skills system with 
lifelong learning as its driving principle and good work as 
its ultimate aim.

69 CPP skills roundtable, Labour Party Conference, 2018
70 Egglestone, C. et al. (2018) Adult Participation in Learning Survey 2017. Department for Education and Learning and Work Institute. Available 

at: https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/735438/Participation_in_Learning_
Survey_2017.pdf 

71 Workforce Information and Resource Exchange (2013) Job Training and Economic Development Grant Program (JTED). Available at: http://wire.
cjc.net/wp-content/uploads/2013/07/JTED-one-pager-2013.pdf 

72 Schrock, G. and Jenkins, D. (2006) An Evaluation of Illinois’ JTED Program. Available at: https://www.issuelab.org/resources/239/239.pdf
73 Wire (2013) op cit. 
74 Schrock, G. (2006) op cit.
75 Ibid. 
76 Ibid. 

Box 1: Illinois Job Training and Economic 
Development

Illinois Job Training and Economic Development 
(JTED) began with a pilot in 1998 and now provides 
targeted training and flexible funding to allow for 
programme customisation.71 

JTED provides grants to community-based 
organisations to support training programmes 
developed in partnerships with local businesses in 
order to serve low-income job seekers and low-wage 
incumbent workers. For example, the Greater West 
Town JTED programmes offer courses in shipping 
and receiving, or woodwork. The programmes offer 
support services – for example, transportation 
stipends, referral to housing providers and clothing 
for interviews – and basic skills (maths and English) 
within the context of workplace scenarios.72

The programme is funded by the state general 
revenue fund via two streams: the first is to 
link employer-based training and low wage, low 
skilled workers. The second is to link training 
with disadvantaged jobseekers. Priority is given to 
community groups that partner with employers to 
offer training in high-growth industries.73

Assistance includes instructors ‘who speak the 
language of business’, worker-employee mediation 
to help with adjustments to work, coordination of 
training, and soft skill modules.74

Analysis has found that JTED graduates have a 10% 
higher employment rate than non-participants, even 
two-years on from completing the programme. On 
average, annual earnings increased by nearly $2,500 
in the 6–18 months following JTED and by over 
$3,200 3–4 years after the programme.75

Incumbent workers who finished JTED training 
also increased earnings by 15%, demonstrating the 
progression potential of the scheme. 60% of JTED 
completers found and retained jobs for at least 
90 days after graduating the programme.76

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/735438/Participation_in_Learning_Survey_2017.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/735438/Participation_in_Learning_Survey_2017.pdf
http://wire.cjc.net/wp-content/uploads/2013/07/JTED-one-pager-2013.pdf
http://wire.cjc.net/wp-content/uploads/2013/07/JTED-one-pager-2013.pdf
https://www.issuelab.org/resources/239/239.pdf
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In summary

Investment in the skills of our workforce is low and falling 
further still, leaving us lagging behind our international rivals.

Average per employee training 
expenditure fell by

6%
in the UK between 2011 and 2017

88%
Purbeck

52%
Greenwich

Place matters: there is a 
variation of 36 percentage 
points between positive 
destination rates from 
adult learning across 
different local authorities

Inclusive growth requires that 
we rebuild a culture of adult 
learning, particularly among 
those in low-paid work

Adult training in England is 
contributing to polarised sections 
of the labour market, with highly 
skilled, well-paid adults

18pp
more likely to take part in training 
than their less well-off peers

Yet people with a Level 3 
qualification are

19pp
more likely to escape low pay 
than those with no formal 
qualifications
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A new approach to anticipating and responding to 
structural economic change is required if we are to drive 
inclusive growth. While the displacement of workers due 
to technological change and globalisation is to be expected 
in any dynamic, modern economy, the policy response 
to particularly intense periods of displacement in this 
country needs updating. 

The deindustrialisation of towns across England in 
the 1980s left whole communities detached from 
economic prosperity. The policy response failed to equip 
displaced workers with the skills they needed to access 
the opportunities of the changing economy. England’s 
manufacturing sector – for generations a stalwart 
of employment in industrial towns – has suffered a 
significant decline in employment share over the past  
35-plus years.

The manufacturing sector’s share of employment has 
fallen from 22% in 1981 to 8% in 2017 in England, shedding 
more than 3 million jobs along the way.77 Too little 
was done to ensure displaced workers were retrained 
into new, good jobs. The structural shift in the pattern 
of employment away from manufacturing resulted in 
increased long-term unemployment, lower wages and 
ultimately greater economic inactivity for those who had 
lost their jobs.

77 Rhodes, C. (2018) Manufacturing: statistics and policy. House of Commons Library. Available at: https://researchbriefings.parliament.uk/
ResearchBriefing/Summary/SN01942#fullreport 

78 Future Advocacy (2018) The Impact of AI in UK Constituencies: Where will automation hit hardest? Available at: http://futureadvocacy.com/wp-
content/uploads/2018/04/FutureAdvocacy-GeographicalAI.pdf 

There is growing agreement that we are approaching 
another period of intense structural change in our 
labour market. This time much of the displacement and 
disruption is being caused by automation, and the areas 
of the country most affected are likely to be the same that 
suffered from deindustrialisation. 

“ The highest levels of future automation are 
predicted in Britain’s former industrial heartlands  
in the Midlands and the North of England, as well  
as the industrial centres of Scotland. These are areas 
which have already suffered from deindustrialisation 
and many of them are already unemployment 
hotspots.’”
Future Advocacy78

If we are to harness the benefits of automation and 
globalisation to create inclusive growth, we must improve 
how the skills system treats displaced workers. With a 
particular focus on automation – while also acknowledging 
that there are other key drivers of structural economic 
change – this section sets out the scale of the issues 
and identifies the distributional challenges and groups 
most at risk. 

If we are to harness the benefits 
of automation and globalisation 
to create inclusive growth,  
we must improve how the skills 
system treats displaced workers

The manufacturing sector’s share of 
employment in England has fallen from  
22% in 1981 to 8% in 2017

1981

2017

22%

8%

http://futureadvocacy.com/wp-content/uploads/2018/04/FutureAdvocacy-GeographicalAI.pdf
http://futureadvocacy.com/wp-content/uploads/2018/04/FutureAdvocacy-GeographicalAI.pdf
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The challenge to labour demand 
from automation

While early research into the number of jobs that will be 
lost as a result of automation built a narrative of a jobless 
future, the effects on the total number of jobs in the 
economy will by no means be unidirectional. Automation 
has already both reduced the demand for certain types 
of labour and increased the demand for others. As such, 
understanding the net effect of these countervailing forces 
on labour demand and the management of the transition 
between different types of work will be crucial. 

Increased use of machinery and robotics will dampen 
demand for the labour processes that these are able to 
automate, a trend known as the ‘displacement effect’. The 
countervailing force – known as the ‘reinstatement effect’ 
– sees the creation of new tasks that are labour intensive 
that come as a result of automation, thereby increasing 
the demand for this type of labour.79 Examples from 
history include the switch from tasks in agriculture and 
textiles to factory work and management between the  
20th and 21st centuries. 

Economists disagree on the net impact these two 
forces will have on the number jobs in the future.80 The 
important task, however, is to identify the jobs that are 
either likely to disappear or change substantially in the 
near future and enable these workers to retrain into 
the new jobs that will emerge. The OECD has argued 
that 14% of workers across developed countries may 
see their jobs being “entirely restructured in terms of 
tasks or significantly downsized”, while another 32% 
of jobs were likely to experience significant changes to 
the way they were carried out. OECD research suggests 
the workers most likely to be affected are those who 
receive little training from their own employer and face 
barriers to adult learning, such as low basic skills and 
time constraints.81 These workers are at particular risk of 
not only being pushed out of their current job, but also 
struggling to find good future employment afterwards. 

79 Acemoglu, D. and Restrepo, P (2018) Artificial Intelligence, Automation and Work. Available at: https://economics.mit.edu/files/14641 
80 For example, Acemoglu, D. and Restrepo, P. (2018) op cit. find evidence that the overall effect on jobs is negative, whereas a report from the World 

Economic Forum finds that while 75 million jobs may be displaced, 133 million new roles may emerge. 
81 Nedelkoska, L. and Quintini, G. (2018) Automation, skills use and training. OECD. Available at: https://www.oecd-ilibrary.org/docserver/2e2f4eea-

en.pdf?expires=1538751414&id=id&accname=guest&checksum=AFDB577A248EB1E18678734C22D27012 
82 Goos, M. et al. (2014) Explaining job polarisation: Routine-biased technological change and offshoring. Available at: http://eprints.lse.

ac.uk/59698/1/Manning_Explaining%20job_2016.pdf 
83 Department for Business, Innovation and Skills (2013) Hollowing out and the future of the labour market. Available at: https://assets.publishing.

service.gov.uk/government/uploads/system/uploads/attachment_data/file/250206/bis-13-1213-hollowing-out-and-future-of-the-labour-
market.pdf 

84 UKCES (2016) Working Futures 2014-2024. Available at: https://assets.publishing.service.gov.uk/government/uploads/system/uploads/
attachment_data/file/513801/Working_Futures_final_evidence_report.pdf 

Related to this is the ongoing ‘hollowing out’ of the labour 
market, with jobs becoming increasingly concentrated 
in the highest and lowest paying occupations. Drawing 
on data across 14 countries, a 2014 study from the LSE 
found that the degree to which a task can be routinised 
helps to explain much of this cross-national trend. In their 
words, technological change is “biased toward replacing 
labour in routine tasks”.82 Research from the US suggests 
that previously intermediate routine workers who have 
been displaced from their job tend to move downwards 
unless they are young and well-educated.83 This further 
emphasises the importance of skills in shoring up 
the resilience of those most susceptible to changing 
labour markets.

The distributional challenge 
posed by industrial change and 
automation

The UK Government’s own projections of future 
employment levels anticipated a net fall in jobs related to 
administration/secretarial, skilled trades, process, plant 
and machine operatives.84 Workers at risk of displacement 
for any reason will certainly need access to support, 
retraining and upskilling if they are to remain in good 
employment.

Research from the US suggests 
that previously intermediate 
routine workers who have been 
displaced from their job tend to 
move downwards unless they are 
young and well-educated

https://economics.mit.edu/files/14641
https://www.oecd-ilibrary.org/docserver/2e2f4eea-en.pdf?expires=1538751414&id=id&accname=guest&checksum=AFDB577A248EB1E18678734C22D27012
https://www.oecd-ilibrary.org/docserver/2e2f4eea-en.pdf?expires=1538751414&id=id&accname=guest&checksum=AFDB577A248EB1E18678734C22D27012
http://eprints.lse.ac.uk/59698/1/Manning_Explaining%20job_2016.pdf
http://eprints.lse.ac.uk/59698/1/Manning_Explaining%20job_2016.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/250206/bis-13-1213-hollowing-out-and-future-of-the-labour-market.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/250206/bis-13-1213-hollowing-out-and-future-of-the-labour-market.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/250206/bis-13-1213-hollowing-out-and-future-of-the-labour-market.pdf
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Table 1: Employment levels, 1994–2024 projected (thousands), UK85

85 Ibid.
86 We define ‘at risk’ employment as those people working in occupations that were anticipated to experience net falls in the Government’s analysis.
87 CPP analysis of Annual Population Survey

Which local authorities are facing 
the biggest challenges? 

CPP estimates that between 2015 and 2017 there was 
an 80,000 fall in numbers employed in at risk86 jobs 
across the UK, despite the overall number of people 
employed growing by around 800,000.87 Crucially, signs 
of displacement are playing out very differently across 
the country – for some local authorities, the loss of 
employment in at risk jobs has been far outweighed by 
increased employment in other occupations, while for 
others the opposite is true.

In Table 2 below, we highlight those local authorities that 
have a high concentration of employment in at risk jobs, 
have recently seen falls in employment in these jobs and 
have experienced an overall fall in employment. These 
may be signs of a local authority already undergoing a 
challenging period of displacement without sufficient 
reskilling or alternative forms of employment.

Further analysis of these high-risk local authorities 
confirms their labour market vulnerability. On average, 
they experienced a 2 percentage point rise in the 
economic inactivity rate despite the country as a whole 
experiencing a 0.5 percentage point fall between 2015 and 
2017. They also had higher unemployment and inactivity 
rates in 2017. 

Over half of the high-risk local authorities are based in the 
North of England or the Midlands. Chart 12 shows that the 
West Midlands and North West suffered particularly heavy 
falls in manufacturing as a share of total regional output 
between 1971 and 1996. The importance of ensuring 
history does not repeat itself in these areas must be used 
as a motivating force for developing different coping 
mechanisms in the face of deep structural change.

Over half of the high-risk local 
authorities are based in the North 
of England or the Midlands

Caring, leisure and other

Professional occupations

Managers 

Associate/professional/technical

Sales and customer service

Elementary occupations

Skilled trades occupations

Process, plant, machine operatives

Administrative/secretarial 

2024

3,543

7,471

3,802

5,176

2,603

3,771

3,514

1,936

3,176

2019

3,359

7,115

3,612

4,964

2,605

3,722

3,576

1,991

3,315

2014

3,134

6,596

3,304

4,638

2,600

3,652

3,611

2,067

3,565

2004

2,443

5,247

2,684

3,995

2,489

3,803

3,805

2,204

3,926

1994

1,711

3,996

2,049

3,205

2,172

3,475

3,913

2,395

4,016

% change 
1994–2024 

107%

87%

86%

61%

20%

9%

-10%

-19%
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Table 2: High risk local authorities in the UK with a higher than average percentage of workers in routine  
jobs and that have experienced falls in both the number of people employed in routine jobs and the total 
number of people employed88

88 CPP analysis of ONS (2018), Occupations in UK regions, NUTS3 and local authorities, 2015 to 2017. Notes on chart: High risk local authorities 
are defined as local authorities which have a higher than average percentage of workers in routine jobs, who have experienced falls in both the 
number of people employed in routine jobs and who have experienced an overall fall in number of people employed. Routine jobs are defined 
as those that come under the three categories outlined by BIS (2013): administration/secretarial, skilled trades, process, plant and machine 
operatives. In order to calculate aggregates in these three areas, occupational codes were matched using the ONS’ Standard Occupational 
Classification.

% change in total number  

of people working 2015–17

% change in the number of people 

working in ‘at risk’ jobs 2015–17

Jobs ‘at risk’ as a percentage 

of total in 2017
Local authority  
(ranked by percentage of jobs at risk)

Dudley

Highland

Bridgend

North East Lincolnshire

Hartlepool

Derbyshire

Blackpool

Cumbria

Northumberland

Rhondda Cynon Taf

Shropshire

South Lanarkshire

South Tyneside 

Peterborough

St. Helens

Leicestershire

Somerset

Southampton

Derby

Stockton-on-Tees

Nottingham

Clackmannanshire 

Barnsley

-0.2%

-0.7%

-3.2%

-1.5%

-3.8%

-0.1%

-1.4%

-2.2%

-2.0%

-0.3%

-3.2%

-3.1%

-3.0%

-0.9%

-1.0%

-1.1%

-2.2%

-2.6%

-0.9%

-2.1%

-7.6%

-3.4%

-0.4%

-2.1%

-3.9%

-1.9%

-12.9%

-5.8%

-2.7%

-10.2%

-14.9%

-5.5%

-1.0%

-11.1%

-15.4%

-12.1%

-3.2%

-22.3%

-5.5%

-4.8%

-2.6%

-0.6%

-6.2%

-6.7%

-11.4%

-17.1%

33.9%

33.8%

32.3%

31.8%

31.2%

30.1%

29.9%

28.9%

28.9%

28.6%

28.4%

28.1%

27.7%

27.6%

27.6%

27.1%

26.9%

26.8%

26.7%

26.7%

26.6%

26.1%

25.8%
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Chart 12: Manufacturing’s share of total regional economic output (1971 and 1996)89

89 Source: ONS Historic economic data for regions of the UK (1966–96). Gross domestic product by industry groups, factor cost: current prices 
1971–96 and CPP calculations.
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Box 2: Danish ‘flexicurity’ system case study

Globalisation and rapid technological change present 
any country striving for inclusive growth with a key 
challenge: how can they build labour markets with 
the agility to capitalise on opportunities, and – at the 
same time – protect people from structural economic 
trends that can cast whole communities adrift? One 
notable attempt to do just that is the Danish ‘flexicurity’ 
reforms, introduced since 1994. The reforms created 
a ‘golden triangle’ style labour market in Denmark: 
flexibility for employers to hire and fire, generous 
unemployment benefits, and active labour market 
policies (AMLPs).

The first side of the triangle – flexible labour markets 
– has meant that between 1995 and 2016, while the 
average job tenure in OECD countries has risen from 
9.7 years to 10.2 years, in Denmark it has fallen from 
8.9 years to just 7.6 years. During the financial crisis  
it fell below the level seen in the UK and has remained 
there since.

90 Denmark had a P90/P10 ratio of 2.9 according the latest data (2014), lower than the 34 other OECD countries. Source: OECD.stat
91 Source: OECD

Flexible labour markets often result in increased job 
insecurity, yet thanks to the two other sides of the 
triangle – generous unemployment benefits and AMLPs 
– this does not appear to be the case in Denmark. 
Responding to the question, ‘To what extent, if at all, 
do you worry about the possibility of losing your job?’, 
only 5.3% of people in Denmark said that they ‘worry a 
great deal’ in 2015, compared to 8% in the UK and the 
international average of 13%. In addition, in the period 
after flexicurity reform, unemployment in Denmark 
very quickly went from being consistently 2 percentage 
points above the OECD average rate, to being 2 
percentage points below it. Inequality is also low, with 
Denmark enjoying the lowest ratio of income of the top 
10% to the bottom 10%.90

Chart 13: Average employment by job tenure91
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Chart 14: Answer to the question: ‘To what extent, if at all, do you worry about the possibility of losing  
your job?’, 201592

92 Source: International Social Survey Programme 
93 Source: OECD

What are the lessons for the UK?

Denmark has had some success in building a labour 
market capable of reducing unemployment at a time of 
increasing disruption, while continuing to cultivate a 
sense of employment security among the population. 
However, the Danish experience – successful though 
it is – has come at a substantial – and potentiality 
prohibitive – cost, with Denmark spending 2.05% 
of GDP on AMLPs in 2015, compared to just 0.23% 
in the UK.93 

A by-product of this low spending approach in the UK 
has been high levels of employment and comparatively 
low unemployment, but increased levels of in-work 
poverty due to the prevalence of low-paid work. The 
Nordic model, however, remains somewhat of an outlier 
– only in Sweden, Denmark and Norway has it been 
commonplace for more resources to be committed to 
ALMPs than passive labour market policies (i.e. out 
of work income support). So while the ‘grow now, 
redistribute later’ approach has come under increasing 
criticism, few countries are departing from this mantra 
in practise. 

Denmark also has a tradition of lifelong learning 
based on social partnership that goes back at least 
to the 19th century. The groundwork that made the 
flexicurity reforms possible began with the September 
Compromise – an agreement on the centralisation of 
collective bargaining and dispute resolution between 
employers and trade unions – nearly a century earlier. 
The compromise lay the foundations for a strong 
tradition of dialogue and discussion between unions 
and employers, without which the flexicurity reforms 
would surely have floundered. Low unionisation density 
in the UK may be a problem in this sense, with just 26% 
of workers in the UK in unions in 2013, compared to 
69% in Denmark. Nor is there such a long tradition of 
dialogue and trust between unions and business groups. 
It is a positive step forward that the National Retraining 
Partnership is to be driven by the CBI and TUC, 
indicating social partnerships will play a key role.

● Worry a great deal  ● Worry to some extent  ● Worry a little  ● Don’t worry at all

Denmark United Kingdom International average

5% 8%
12%

18%

13%
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38%

36%
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https://www.eurofound.europa.eu/observatories/eurwork/articles/industrial-relations/september-compromise-marks-100th-anniversary
https://www.eurofound.europa.eu/observatories/eurwork/articles/industrial-relations/september-compromise-marks-100th-anniversary
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In summary

We need a new approach to tackling the disruptive effects of 
structural economic change, prioritising retraining displaced 
workers into new, high quality employment.

Between 2015–17 these high-risk 
local authorities experienced an 
average

2pp
rise in their economic inactivity  
rate, compared to an average

0.5pp
fall of across the country

There are

23
local authorities in the UK with 
both a higher than average 
percentage of workers in jobs at 
risk of automation and falling 
overall employment

History is at risk of repeating 
itself: these high risk local 
authorities are disproportionately 
in the regions most affected  
by deindustrialisation in the  
1970s and 1980s

If we are to harness the benefits 
of structural economic change  
to drive inclusive growth, we must 
improve how the skills system 
treats displaced workers



Policy context, 
conclusions and 
recommendations

4
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CPP’s first skills report, The Data Deficit: why a lack of 
information undermines the UK skills system, set out the 
value of higher technical education, both as a means of 
achieving a higher income and as a legitimate alternative 
to higher education. This was in addition to revealing 
the present gaps in the information available to all those 
interacting with the skills system.

This report builds on our previous analysis by highlighting 
the groups that the skills system must do more to help in 
order to drive inclusive growth. These are: young learners 
who do not progress beyond low-level qualifications, 
adults in low-paid work without sufficient skill 
development opportunities and those in areas of work 
most exposed to displacement.

Government action on skills

a) The Apprenticeship Levy

The introduction of the Apprenticeship Levy in 2017 
was designed to increase the number of apprenticeship 
starts to reach a target of three million in England by 
2020, roughly one million above what was achieved in the 
2010–15 Parliament.

The Levy raised £2.3 billion in its first year. Whilst 
employers have up to two years to spend the funds (‘use 
it or lose it’ principle), analysis by the Open University 
found that just 8% had been spent by employers by April 
2018.94 In part driven by this low level of take-up, the 
Chancellor of the Exchequer, Rt Hon Phillip Hammond 
MP, announced in his 2018 Conservative Party Conference 
speech plans to reform the Levy, including plans to allow 
Levy-paying businesses to share 25% of their Levy funds 
with their supply chain.

The aim of the Levy is laudable, with apprenticeships 
helping both young people transition into the world of 
work and those already in work gain new skills. Yet, as 
outlined in section 1, while the Levy has increased the 
proportion of apprenticeships at Level 4 and above, this 
has in part been achieved through rebranding of training 
to staff already qualified to a high level. The Levy, as it 
stands, does little to incentivise businesses to help the 
young people identified in this report who are getting 
stuck in low levels of education and adults who could 
benefit from up or reskilling.

94 The Open University (2018) The apprenticeship levy: one year on. Available at: http://www.open.ac.uk/business/sites/www.open.ac.uk.business/
files/files/apprenticeship-levy-one-year-on.pdf 

95 House of Commons Education Committee (2018) The apprenticeships ladder of opportunity: quality not quantity. Available at: https://
publications.parliament.uk/pa/cm201719/cmselect/cmeduc/344/344.pdf 

96 Sainsbury (2016) Report of the Independent Panel on Technical Education. Available at: https://assets.publishing.service.gov.uk/government/
uploads/system/uploads/attachment_data/file/536046/Report_of_the_Independent_Panel_on_Technical_Education.pdf 

Based on our analysis of returns to individuals and 
employers of upskilling, the Levy could be better targeted 
at those with Level 2 qualifications to reach Level 3, 
instead of providing further upskilling for those with 
already high levels of qualification.

In addition, the blunt 3 million starts target does 
not address the problem of progression through the 
apprenticeship system. To address the lack of strategy 
when it comes to apprenticeship progression, the 
Commons Education Select Committee has recommended 
the creation of a system of progression maps to direct 
progress between levels, which would constitute a step in 
the right direction.95

b) T-levels

As set out in our previous report, T-levels are designed 
to be on par with academic A-levels, providing Level 3 
technical qualifications. T-levels will become the primary 
study-based technical qualification at Level 3 and in 
so doing simplify the range of qualifications currently 
on offer. T-levels will be rolled out gradually, clustered 
around 11 of the 15 new routes recommended in the 
Sainsbury Review of Technical Education.96

Section 1 highlighted the need for promoting easier 
navigation through what is currently a complex and 
confusing system. T-levels are designed to provide a 
classroom-based option, as opposed to the more practical 
apprenticeship route, together presenting coherent 
technical route options to achieve a Level 3 qualification.

In order to assist T-levels in simplifying the qualification 
structure at Level 3, the Department for Education (DfE) 
will need to ensure smooth transitions through to T-levels. 
The evidence set out in this report shows that many young 
people struggle to progress into Level 3 courses having 
either started or completed a Level 2 course or below. 
Getting these transition periods right are crucial to the 
success of the system and so colleges must be given the 
resources needed to enhance not only the basic skills 
of English and maths, but employability skills and self-
confidence.

In the absence of further careers guidance, getting good 
data into the hands of prospective learners will be key. 
Digital technology and customisable data could provide 
a more personalised, complementary support system for 
young people navigating the vocational skills system.

http://www.open.ac.uk/business/sites/www.open.ac.uk.business/files/files/apprenticeship-levy-one-year-on.pdf
http://www.open.ac.uk/business/sites/www.open.ac.uk.business/files/files/apprenticeship-levy-one-year-on.pdf
https://publications.parliament.uk/pa/cm201719/cmselect/cmeduc/344/344.pdf
https://publications.parliament.uk/pa/cm201719/cmselect/cmeduc/344/344.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/536046/Report_of_the_Independent_Panel_on_Technical_Education.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/536046/Report_of_the_Independent_Panel_on_Technical_Education.pdf
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c) National Retraining Scheme (NRS)

The Chancellor’s announcement in last year’s Autumn 
Budget of a new NRS was very welcome. The scheme is 
still in its conceptual infancy, but it so far has set out that 
it will target those in work at risk of redundancy due to 
advances in automation and artificial intelligence and be 
led by employee demand.

This is a refreshing break from past adult training 
schemes, which have often waited until the damage of 
redundancy is done. It will also involve both industry and 
union groups, which is a positive sign given the success of 
social partnership-based models elsewhere in Europe. 

The NRS could be a powerful driver of inclusive growth 
and speaks to many of the issues highlighted here. But 
getting this right will be challenging – key will be targeting 
the right groups. The DfE will need to make careful 
consideration in the design to ensure: 

• Clarity of aims: the boundaries between reskilling and 
upskilling are blurred; the NRS will have to be clear on 
whether it is aiming for one or both. Upskilling suggests 
gaining skills at a higher level to those already held by 
the learner, while reskilling refers to someone gaining a 
different – but not necessarily higher in terms of level – 
skill set.

• Accurately identifying those in need: if the 
Scheme intends to intervene before people are made 
redundant, then the first step will be to identify the 
occupations that are most susceptible to structural 
economic change. This will not solely be a question 
of displacement due to automation. The evidence 
presented in section 3 suggests that this should be 
done on a task-basis, targeting jobs involving a high 
proportion of routine tasks. It must also be place-
based, recognising some parts of the country are more 
susceptible to the effects of automation than others.

97 OECD (2015) Back to Work: Sweden: Improving the RE-employment Prospects of Displaced Workers. Available at: http://www.oecd.org/sweden/
back-to-work-sweden-9789264246812-en.htm

98 Ibid.

• Investing in careers advice and guidance for 
participants: in order to help people make decisions 
that maximise their prospects as well as the needs of the 
wider economy, the NRS must invest in careers advice 
and guidance for participants so that individuals can 
understand what skills will earn them a better salary or 
reduce the risk of job displacement in the future.

• Consideration of financially incentivising particular 
courses: this could be the case for courses that are 
particularly effective at retraining people into key 
growth industries. Evidence from CPP’s analysis of local 
skills systems suggests that the supply of skills in local 
areas flowing from technical education is rarely well-
aligned with the needs of business.

• Measuring success: success criteria must go beyond 
‘work first’. It must aim to move people into resilient 
jobs that represent good work. This necessitates 
effective monitoring of the jobs people who have 
engaged in the scheme go on to do.

• Improving monitoring data: FE outcomes and 
destinations data currently does not cover the specific 
job people go on to do, only whether they are in 
sustained employment. This is sufficient for ‘work first’ 
priorities, but not if good work is the target.

Lessons for building an effective system of retraining can 
be drawn from Denmark (see Box 2) and from Sweden, 
where ‘job security councils’ have helped the country 
become a world leader in retraining. 85% of retrenched 
workers in Sweden find a new job within one year, the 
highest of any OECD country97 – although understanding 
the types of jobs people are moving into will also be 
important. However, as the OECD points out, the system 
can still be improved, particularly in terms of eligibility. 
Fixed term and temporary workers are excluded from full 
access to what has become an ‘insider-outsider’ system.98 
This is an important consideration when ensuring the 
NRS is geared towards inclusive growth, particularly given 
the prominence of the gig economy in the UK.
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Conclusions and 
recommendations

Our politics has made the requirement for inclusive 
growth clear; now our economics needs to catch up. Skills 
are a key component of bringing about this change, but 
the system is not yet working as it should. When the skills 
system functions as it should, businesses will be able to 
find the skills they need and workers will have a greater 
opportunity to upskill or reskill into higher paid work. 
Our previous report identified the failures behind this 
mismatch; here we focus in on the groups most affected.

Current policy reforms will go some way in addressing the 
shortfalls in the skills system; seeking to establish clear 
pathways to high quality technical education, alleviating 
persistent skills gaps and driving productivity to support 
higher wages. Additionally, OFSTED’s recent decision to 
refocus their inspections on the content of education, 
as opposed to focusing on exam results, could also help 
foster a stronger culture of learning and skills in the 
education system. All these elements will ultimately 
support inclusive growth.

However, CPP’s data analysis shows we need to go further 
to help those left most exposed by the shortcomings 
in the skills system. This report reveals these groups: 
young learners who do not progress beyond low-level 
qualifications, adults in low-paid work without sufficient 
skill development opportunities and adults in work at 
risk of displacement. This is all against a backdrop of 
a very challenging funding environment for vocational 
education, which has seen an 8% real terms drop in 
funding per 16- to 18-year-olds in FE and a 45% real-terms 
cut in spending on adult education and apprenticeships 
over the past 7 years.99 Without the benefit of additional 
funding, however, resources can still be targeted at those 
that need them the most.

Here we set out where we could go beyond current plans 
to support these exposed groups:

99 Belfield, C. et al. (2018) 2018 Annual Report on Education Spending in England. Institute for Fiscal Studies. Available at: https://www.ifs.org.uk/
uploads/publications/comms/R150.pdf 

1
Young learners failing  
to progress through the  
skills system

Key questions

Young learners
What is the earnings benefit of doing a Level 3 instead 
of a Level 2 vocational qualification? How can I 
progress between the levels?

Vocational education providers
What information can we provide to learners to 
incentivise them to move from Level 2 to Level 3?

Policy recommendations

Full implementation of the Baker Clause to 
provide school pupils with information on the 
career opportunities presented by vocational 
education
The legal framework is in place, implementation is 
the current block. FE institutions should deepen 
partnerships with employers or join employer events 
already held in schools to make the focus student 
outcomes, not institutional competition. Existing 
14–19 Partnerships are a good example of where this 
has been done effectively. The new school Career 
Leader could be held accountable by each school for 
the Baker Clause implementation.

The Department for Education should publish 
annual data outlining progression rates between 
the levels of apprenticeships
This could be as part of their bi-annual Further 
Education and Skills releases to hold providers to 
account for progression outcomes of young learners.

Level 2 qualifications should, by default, make 
progression routes into Level 3 clear
Level 2 learners should understand how their Level 2 
links to a Level 3 apprenticeship or T-level, so learners 
can understand possible routes to further study and 
higher earnings.
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2
Adults in low-paid work

Key questions

Adults in low pay work
What will be the earning benefit of learning whilst 
in work? How can I practically upskill whilst in work 
and with my other responsibilities? What will be the 
earning benefit of upskilling?

Vocational education providers
How can we assist those working and learning? 
Is a lack of part-time courses holding back learners?

Employers
How can I support my employees to take up skills 
training? Once they have done so, what impact will 
this have on my business?

Policy recommendations

Raise the threshold at which adult learners will 
be fully funded for Adult Education Budget (AEB) 
courses in the future to the real living wage
In 2018/19 the Education and Skills Funding Agency 
(ESFA) will trial fully-funded courses for those in low-
paid work. The level at which funding applies should 
be set at the real living wage to assist those in low pay 
to continue learning. This would raise the threshold 
from £15,737 to £17,063. 

Commit local employers to provide quality jobs, 
not just any work
Make local grant funding or business support or 
investment incentives conditional on providing 
quality employment, including commitment to 
further training. Enforcement could be by local areas 
holding businesses to account through a good jobs 
pledge, or inclusive growth frameworks (locally or 
nationally). 

Vocational institutions need to provide 
quantitative evidence of unmet demand for part 
time Level 3 courses by adults in work
The supply of part time courses has been falling 
because of funding pressure in FE and this could be 
holding back adults in low pay, who cannot afford 
to miss days of work for learning. Further evidence 
is required to demonstrate if the lack of supply 
is affecting low skilled adults in work who would 
otherwise participate in training.

3
Workers at risk of displacement

Key questions

Adults at risk of displacement
What skills will my next job likely require? How can 
I reskill whilst at my current employer? 

Vocational education providers
How can we assist those working and learning?

Employers
What benefit to the business is there in reskilling 
our existing employees? Can we upskill them as an 
alternative?

Policy recommendations

Introduce lifelong learning by extending the 
National Retraining Scheme to cover all adult 
workers at risk of displacement, not just those 
impacted by automation
While automation presents some of the most recent 
and potentially significant shifts to the labour market, 
there are other drivers of structural economic change, 
which the skills system – and retraining in particular – 
must be responsive to.

Use skills matching data at Local Enterprise 
Partnership (LEP) or local/combined  
authority level to capture the requirements  
of businesses today
CPP’s skills mapping system links existing technical 
education courses to jobs at LEP and local authority 
level, which provides a snapshot for localities and 
their respective FE providers of current demand and 
supply of skills. This tool, or similar, should be used 
for each area to assess and adapt their skills provision.

The proposed Skills Advisory Panels need to 
provide a forum for employers to share their 
forecasted skills requirements with local FE 
institutions
In turn FE providers need to make local skills 
information (e.g. career prospects for the occupation 
locally and nationally) available to prospective 
adult learners in order that they can make informed 
decisions about FE courses. 
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Appendix 1: 
Positive destination rates100

100 Source: Department for Education Further Education outcome based success measures

Adur

Allerdale

Amber Valley

Arun

Ashfield

Ashford

Aylesbury Vale

Babergh

Barking and Dagenham

Barnet

Barnsley

Barrow-in-Furness

Basildon

Basingstoke and Deane

Bassetlaw

Bath and North East Somerset

Bedford

Bexley

Birmingham

Blaby

Blackburn with Darwen

Blackpool

Bolsover

Bolton

Boston

Bournemouth

Bracknell Forest

Bradford

Braintree

Breckland

Brent

Brentwood

Brighton and Hove

Bristol, City of

Broadland

Bromley

Bromsgrove

Broxbourne

Broxtowe

Burnley

Bury

Calderdale

Cambridge

Camden

Cannock Chase

Canterbury

Carlisle

Castle Point

Central Bedfordshire

Charnwood

Chelmsford

Cheltenham

Cherwell

Cheshire East

Cheshire West and Chester

Chesterfield

Chichester

Chiltern

Chorley

Christchurch

City of London

Colchester

Copeland

Corby

Cornwall

Cotswold

County Durham

Coventry

Craven

Crawley

Croydon

Dacorum

Darlington

Dartford

Daventry

Derby

Derbyshire Dales

Doncaster

Dover

Dudley

Ealing

East Cambridgeshire

East Devon

East Dorset

East Hampshire

East Hertfordshire

East Lindsey

East Northamptonshire

East Riding of Yorkshire

East Staffordshire

Eastbourne

Eastleigh

Eden

Elmbridge

Enfield

Epping Forest

Epsom and Ewell

Erewash

Exeter

Fareham

Fenland

Forest Heath

Forest of Dean

Fylde

Gateshead

Gedling

Gloucester

Gosport

Gravesham

Great Yarmouth

Greenwich

Guildford

Hackney

Halton

Hambleton

Hammersmith and Fulham

Harborough

Haringey

Harlow

Harrogate

Harrow

Hart

Hartlepool

Hastings

Havant

Havering

Herefordshire, County of

Hertsmere

High Peak

Hillingdon

Hinckley and Bosworth

Horsham

Hounslow

Huntingdonshire

Hyndburn

Ipswich

Isle of Wight

Islington

Kensington and Chelsea

Kettering

King’s Lynn and West Norfolk

Kingston upon Hull, City of

Kingston upon Thames

Kirklees

Knowsley

Lambeth

Lancaster

Leeds

Leicester

Lewes

Lewisham

Lichfield

Lincoln

Liverpool

Luton

Maidstone

Maldon

Malvern Hills

Manchester

Mansfield

Medway

Melton

Mendip

Merton

Mid Devon

68%

74%

78%

74%

71%

70%

78%

78%

69%

69%

72%

75%

69%

83%

69%

80%

63%

76%

64%

80%

69%

66%

76%

71%

76%

68%

76%

63%

75%

69%

64%

78%

71%

67%

72%

69%

60%

81%

78%

68%

68%

69%

77%

75%

72%

73%

77%

77%

78%

82%

62%

76%

70%

77%

73%

76%

83%

76%

75%

82%

79%

74%

71%

78%

74%

80%

68%

72%

81%

78%

64%

66%

71%

69%

72%

73%

81%

69%

68%

70%

65%

82%

80%

84%

85%

73%

68%

70%

76%

72%

68%

86%

81%

79%

66%

78%

85%

76%

67%

83%

72%

82%

67%

81%

70%

66%

75%

85%

63%

67%

52%

83%

57%

70%

76%

61%

83%

60%

58%

80%

66%

85%

58%

69%

80%

76%

79%

72%

73%

67%

79%

81%

68%

73%

65%

74%

78%

58%

67%

76%

74%

64%

72%

70%

63%

73%

71%

73%

66%

77%

72%

67%

65%

64%

65%

67%

81%

81%

69%

71%

69%

77%

79%

72%

78%



46

Mid Suffolk

Mid Sussex

Middlesbrough

Milton Keynes

Mole Valley
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Newham

North Devon
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Appendix 2: 
Qualification levels101

101 Source: https://www.gov.uk/what-different-qualification-levels-mean/list-of-qualification-levels 

Level 8
Doctorate, for example Doctor of Philosophy (PhD or DPhil)
Level 8 award
Level 8 certificate
Level 8 diploma

Level 7
Integrated master’s degree, for example Master of Engineering (MEng)
Level 7 award
Level 7 certificate
Level 7 diploma
Level 7 NVQ
Master’s degree – for example Master of Arts (MA),  
Master of Science (MSc)
Postgraduate certificate
Postgraduate certificate in education (PGCE)
Postgraduate diploma

Level 6
Degree apprenticeship
Degree with honours – for example bachelor of the arts (BA) Hons, 
Bachelor of Science (BSc) hons
Graduate certificate
Graduate diploma
Level 6 award
Level 6 certificate
Level 6 diploma
Level 6 NVQ
Ordinary degree without honours

Level 5
Diploma of higher education (DipHE)
Foundation degree
Higher national diploma (HND)
Level 5 award
Level 5 certificate
Level 5 diploma
Level 5 NVQ

Level 4
Certificate of higher education (CertHE)
Higher apprenticeship
Higher national certificate (HNC)
Level 4 award
Level 4 certificate
Level 4 diploma
Level 4 NVQ

Level 3
A level
Access to higher education diploma
Advanced apprenticeship
Applied general
AS level
International Baccalaureate diploma
Level 3 award
Level 3 certificate
Level 3 diploma
Level 3 ESOL
Level 3 national certificate
Level 3 national diploma
Level 3 NVQ
Music grades 6, 7 and 8
Tech level

Level 2
CSE – grade 1
GCSE – grades 9, 8, 7, 6, 5, 4 or grades A*, A, B, C
Intermediate apprenticeship
Level 2 award
Level 2 certificate
Level 2 diploma
Level 2 ESOL
Level 2 essential skills
Level 2 functional skills
Level 2 national certificate
Level 2 national diploma
Level 2 NVQ
Music grades 4 and 5
O level – grade A, B or C

Level 1
First certificate
GCSE (grades 3, 2, 1 or grades D, E, F, G)
Level 1 award
Level 1 certificate
Level 1 diploma
Level 1 ESOL
Level 1 essential skills
Level 1 functional skills
Level 1 national vocational qualification (NVQ)
Music grades 1, 2 and 3

Entry Level 3
Entry Level award
Entry Level certificate (ELC)
Entry Level diploma
Entry Level English for speaker of other languages (ESOL)
Entry Level essential skills
Entry Level functional skills
Skills for Life

Entry Level 2
Entry Level award
Entry Level certificate (ELC)
Entry Level diploma
Entry Level English for speaker of other languages (ESOL)
Entry Level essential skills
Entry Level functional skills
Skills for Life

Entry Level 1
Entry Level award
Entry Level certificate (ELC)
Entry Level diploma
Entry Level English for speaker of other languages (ESOL)
Entry Level essential skills
Entry Level functional skills
Skills for Life

https://www.gov.uk/what-different-qualification-levels-mean/list-of-qualification-levels
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Definitions and scope

In the UK, skills policy is a devolved issue. As such, while 
the underlying analysis and economic context may apply 
to the constituent nations of the UK, in this report our 
focus is on the skills system and potential policy response 
in England, unless otherwise stated.
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