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Secretary of State'’s
Foreword

Skills are a key part of our plan for economic recovery and, as such, an
urgent challenge. This country’s future can only be built by educated,
enterprising people with the right skills; the skills demanded by
modern work in a globalised knowledge economy. Skilled people are
more productive, they are more innovative, and they build stronger

businesses.

all

Peter Mandelson
Secretary of State for
Business, Innovation
and Skills

In our society, skills must always be a ladder up. Skilled
people get more out of work and rise higher. Equipping people
who are out of work with the skills they need to take up jobs in
key sectors will be essential to a strong recovery. The skills
system needs to mesh with our university system in such a
way that there is a clear vocational route from apprenticeship
to technician to foundation degree and beyond.

Because skilled employment is one of the key determinants of
social mobility, we need to create opportunities for hard
working people to put themselves on the path to prosperity.
And by equipping more of our population with these skills, we
help employers become less reliant on migrant labour.

Yet skills in Britain have long been recognised as an area of
relative competitive weakness. Since 1997 we have made real
progress in tackling the economic and social scandal of adult
illiteracy and innumeracy. We have revived apprenticeships
that in the 1980s and 1990s had been allowed to wither away.
We have eradicated much of the poor quality that blighted our
further education system. We remain committed to basic skills
for all. There will be no return to a system that lets people fall
through the cracks because they lack the ability to read, write
or add up.

Despite this, the UK's skills base still has notable weaknesses
in key areas, especially for intermediate skills. As we emerge
from the banking crisis and rebuild the British economy, the
skills system needs a stronger focus towards strategic skills,
businesses need to contribute more to shaping demand for
skills, and learners need to be able to choose where they train
and what they study to drive competition and improve
courses.

This skills strategy addresses all these problems. It is, in many
respects, a radical shift in our national priorities. It sets out an



active approach to equipping this country for globalisation by making sure we have
the skills that underwrite the industries of the future. Skills for high-tech, low carbon
driven growth. We are committed to investing in these strengths, not least because it
is employment in these high-value added, skilled occupations that drives the growth
that underwrites everything else we want to achieve as a society.

To tackle the gap in intermediate skills in this country, we will expand our
apprenticeship numbers to create a modern class of technicians. They will have
transferable skills, gained as a result of both academic study and practical on-the-job
experience.

As with our new framework for higher education, Higher Ambitions, we want to build
new bridges between the workplace and higher learning, and engage businesses to a
much greater extent in communicating the skills students need for the world of work,
designing qualifications that deliver real value to graduates and funding the training
from which they are one of the biggest beneficiaries. We will do this through new
partnerships with employer-led bodies and the Regional Development Agencies, and
through supporting proposals to strengthen engineering registration schemes and
develop similar schemes for science technicians.

The better the market reflects the skills needs of business and the expectations of
learners, the clearer the benchmarks of quality and relevance for our further
education colleges will be. For that reason, this White Paper contains far-reaching
proposals to empower learners through new skills accounts that will enable them
to plan and invest in their own futures. By giving learners greater power to choose
among courses we expect quality to rise. We will reward colleges that respond, and
cut back funding to courses that fail.

Investing in skills is a vital part of this Government’s growth plan for economic

recovery. We need to get skills policy right in a way that no Government has fully
done before. This White Paper sets out how we will do that.

/m ‘e

Peter Mandelson
Secretary of State for Business, Innovation and Skills
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Executive summary

The skills challenge

1

As with all developed economies,
this country’s future can only be
built on educated, enterprising and
skilled people. Our economic
recovery and long term prosperity
will require people who are not only
highly skilled, but who have the right
skills, appropriate to the changing
economy. Increasing social mobility
will depend on enabling the great
majority to acquire these skills, with
quality information helping
individuals to make good choices.
This is a strategy to support
economic growth and individual
prosperity, opportunity and choice.

We know that investing in skills pays
a double dividend for society. Skilled
individuals have more options and
climb higher. They earn more, get
greater satisfaction from their jobs,
and the wealth they help to create
stimulates the creation of more jobs.
Skilled people are the building
blocks of successful businesses,
especially businesses built on
sophisticated services or complex
processes. A one percentage point
increase in the proportion of
employees trained is associated
with an increase in productivity of
0.6 percentage points’ — which in
turn is worth around £6 billion a
year to the UK economy.

For this reason, skills policy must be
based on twin objectives: wider and
more flexible access to skills training
at every level, including through
more opportunities to study part-

time; and an even greater focus on
the skills required for the modern
world of work. These objectives also
underpin the framework for higher
education, Higher Ambitions, that
we published in November 2009.

We must learn the lessons of
Unleashing Aspiration, the report
of the Panel on Fair Access to the
Professions, led by Alan Milburn.
This highlighted that the UK's
professions have become more, not
less, socially exclusive over time.
We accept the thrust of that report
and its focus on the need to boost
apprenticeships and vocational
routes into higher education and
the professions. We also welcome
the recent wide-ranging UK
Commission for Employment and
Skills’ report Skills, Jobs, Growth.

The skills system must ensure that
access to higher skills and
capabilities is as wide as possible.
The demonstrated benefits in social
mobility and earning potential that
come with higher skills must be
open to everyone, not just a few.

At the same time, we must maintain
the drive to improve basic literacy,
language and numeracy skills and
ensure all adults establish a basic
platform for employability. The
employment rate of those with Level
2 qualifications is over 50% higher
than for those without
qualifications.? We must ensure that
we support people who are on out-
of-work benefits to get the skills they
need to get a job and stay and

J. van Reenen, H. Reed, L. Dearden, The impact of training on productivity and wages: evidence from British panel data, Institute of Fiscal Studies (2005)

Analysis of Labour Force Survey (2008, Q4). Employment rate of those with no qualification 50% versus employment rate of those with Level 2 qualification of 78%
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progress in work, continuing to help
them as a priority within the skills
system.

It is critical that young adults gain
the skills they need at the start of
their working lives. But the great
majority of our 2020 workforce is
already in a job, which means that
our skills system must also be
equipped to increase the skills of
those already in employment.
Amongst older adults there is a
legacy of weak literacy and
numeracy, which all too often
hampers the educational
performance of their children. Too
many of our teenagers and young
adults are neither in employment,
nor in education or training. In all of
these cases, a flexible and accessible
skills system, harnessing all the

talents of the public, private and
third sectors, is a key part of the
solution.

But the nature of the skills we need
is also evolving. The needs of
growing markets like bioscience and
low-carbon will require new and
higher level skills. The skills system
needs to equip Britain with a
workforce capable of prospering in
the demanding conditions of a
globalised knowledge economy.

In doing this we will maintain our
focus on ensuring equality of access
by giving a clear remit to promote
equality and diversity to the key
bodies. Through our Equality Bill,
our public sector partners will have
a legal duty to tackle underlying
social and economic disadvantages.
By equipping more of our
population with the skills they need
to prosper, we shall also help
employers become less reliant on
low-skilled migrant labour.

Recent progress
9 Over the last decade the

performance of the school system
has sharply improved and the skills
system has increasingly focused on
the needs of the economy and the
skills of the workforce. The 14-19
reform programme has raised to 18
the age to which young people will
stay in education and training. It is
delivering learning routes, such as
diplomas and 16-18 apprenticeships
that will encourage all young people
to develop the skills they need for
further learning and employment.
Performance by further education
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colleges and other training
institutions has improved
dramatically and satisfaction rates
from employers and learners have
risen. The skills system has
responded with flexible training
options for businesses and
individuals through the recession.?

Since 2001, over 2.8 million adults
have improved their basic skills and
achieved a national qualification.
Over 2 million people have started an
apprenticeship since 1997. We have
started to tackle the employment
prospects of those at the greatest
distance from work, through new
strategies such as Valuing
Employment Now for people with
learning difficulties. The Train to
Gain service has been very
successful, engaging with over
143,000 employers and enabling
more than 1 million people to start
learning programmes at work.
Feedback from employers and
learners has been very positive with
employers citing reduced staff
turnover and improved working
practices; and learners saying that
the training gives them skills to do
their jobs better and get on.

Trade Unions have helped us reach
hard to reach workers giving them
the advice, support and confidence
they need to improve their skills. In
1998 we introduced the Union
Learning Fund, now worth some
£21.5 million a year, to help unions
build their contribution to workforce
skills development. There are now

12

over 23,000 trained Union Learning
Representatives who helped over
220,000 workers into learning last
year.

But despite all this progress, the UK
started well behind other countries
at the end of the last decade in
investing in the quality of our skills
base. The evidence in the White
Paper, and in the parallel analytical
document,* is that we are not
catching up fast enough.

The argument of this strategy

13

14

15

The goal of this strategy is a skills
system defined not simply by targets
based on achieved qualifications,
but by ‘real world’ outcomes. We
want a system that provides a higher
level of vocational experience; one
that promotes a greater mix of work
and study and that encourages skills
that are transferable from job to job.
Skills must be taught expertly and
carry genuine weight with
employers. For students with the
ambition to do so, we must broaden
opportunities to progress through
further education into higher
education.

Although this strategy renews our
commitment to the targets set by
the 2006 Leitch report for improving
our skill levels, it proposes new
priorities or approaches in six key
areas.

First, how we promote the skills
that matter for economic prosperity
in modern Britain. Since 1997, we

Real Help Now was launched to help both business and individuals cope through the recession. Flexibilities have also been introduced to the Train to Gain

programme to make the system more responsive to current needs

Skills for Growth: Analytical Paper is available at www.bis.gov.uk/publications
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have made substantial progress at
two ends of the skills system. A
focus on basic skills and Level 2
qualifications has substantially
improved adult literacy and
numeracy and helped millions of
adults gain broad employability
skills. We must continue that drive.
At the other end of the spectrum,
many more young people have been
given the opportunity to go to
university — rising towards our
aspiration of 50% participation.

But Britain has not completely shed
its historic weaknesses at advanced
technician and vocational levels.
Compared to our international
competitors, too few of our young
adults acquire advanced vocational
skills after leaving school. Employers
face a workforce with insufficient
skills at the intermediate technician,
associate professional and skilled
occupation levels® which are critical
to many of the industries of the
future. The time has therefore come
to broaden, but not replace, our
ambition that 50% of young people
should go to university to include
advanced vocational education, and
in doing so build a modern class of
technicians, associate professionals
and people with higher level craft
and trade skills.

More skills are not enough in
themselves. We need the system to
deliver skills with economic value.
So we will shift the focus of the skills
system by measuring its success in
meeting employers’ skills needs and

18

enabling learners to progress in
work, as well as in the achievement
of qualifications.

Second, how we can dramatically
expand the advanced apprenticeship
system for young adults to help
meet this broader ambition and
deliver the advanced vocational
skills that the economy requires.

The apprenticeship programme has
undergone a renaissance over the
last decade. Last year saw record
starts, completions and success
rates for apprenticeships. But
building the technician class will
require more. Expanding advanced
apprenticeships for young adults
must be a central plank of our
strategy to equip the next generation
for the higher level jobs of the future
and help generate the wealth we

UK Commission for Employment and Skill, Working Futures 2007-2017 (2008) predicted a likely increase in the demand for skilled technicians and associate

professionals of 654,000 over the period 2007 to 2017 (1.4% per annum)
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need to create more jobs. We also
need to increase the opportunities
for advanced level apprentices to
move on into higher education.

Third, how we ensure the system
responds to demand from
businesses, while ensuring that key
sectors for growth and employment
sectors are better supported
through the skills system. We need
a system which is driven above all
by the demands of the market. We
need to give businesses more power
to shape the provision of training
through their choices and priorities,
building on the success of the Train
to Gain programme. But, within a
demand-led system, it is right that
more of the funding within the skills
budget is focused on the sectors and
markets on which future growth and
jobs will depend.

Fourth, how we can go further in
ensuring all adults are empowered
to equip themselves for future jobs.
It remains critically important that
adults who missed out at school are
able to gain basic skills up to Level
2, but we also want all adults to be
encouraged to continue training
throughout life. To do so, we need to
give learners real consumer choice
through skills accounts, supported
by high quality information, advice
and guidance on the quality and
relevance of courses. The choices
made by learners can then really
drive improvements in the
performance of the skills system

21
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Fifth, how we can raise recognition
among more businesses of the value
of investing in workforce skills -
including through better use of their
existing skill base. We need to
support some businesses and
sectors to raise their ambition for
equipping their staff with skills.
Where they benefit from higher
skilled staff they should make a
greater contribution to funding
training. We need to back sectors
where the great majority of
employers and unions want to work
together to set minimum skills
standards in their industry. We need
to use Government'’s influence as a
purchaser to encourage employers
to invest in skills. And we must help
employers with the effective
implementation of the proposed
new right to request time to train.

Sixth, how we can further improve
the quality of provision at further
education colleges and other
training institutions through a
simpler system that empowers
learners with greater choice between
courses. The system must provide
progressively greater autonomy to
colleges and training institutions
that demonstrate teaching
excellence, but also cut funding to
lower priority courses. Employers
have encouraged us to aim for the
largest simplification of the skills
landscape for many years, with a
goal of removing over 30 publicly
funded skills bodies over the next
three years.



The proposals in this strategy

Promoting skills for economic
prosperity

23
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We will set a new overarching
ambition for our higher education
and skills systems that three-
quarters of people should participate
in higher education or complete an
advanced apprenticeship or
equivalent technician level course
by the age of 30

This bold new ambition will give
added emphasis over the coming
years to the need to train people in
advanced vocational skills at Levels
3 and 4, alongside continuing to
expand higher education. Our
proposals to create a technician
class and expand advanced
apprenticeship numbers are key to
this ambition. This will both meet an
economic need and, through
increasing advanced vocational
routes into work, give a wider range
of people the opportunity to gain the
skills for a rewarding career. We
remain committed to the ambition of
a world class skills base set out by
Lord Leitch, meaning that our skills
levels should be in the upper
quartile of those in the OECD group
of countries by 2020. We are making
good progress towards the interim
targets we set for 2011.

We will measure the success of the
skills system by employment and
other outcomes, not just
qualifications targets

It is important that acquiring
qualifications is not seen as more

25

valuable than acquiring new skills.
Increasing qualification levels cannot
be the only way we measure the
achievements of the skills system.
We shall in future adopt a national
scorecard approach in measuring
skills progress, using four elements:

® Ensuring the supply of skills
matches demand

® Ensuring the skills we deliver
have economic value for
employers, raising productivity
as a result of training

® Ensuring we help adults improve
their employability and progress
— by measuring employment and
earnings outcomes from training,
and taking further steps to
integrate employment and skills
training

® Driving progress on raising skills
towards a world class skills base
— using industry-approved
vocational qualifications as the
main indicator

The national scorecard will be
introduced in time for the next
spending review period. The UK
Commission for Employment and
Skills will provide independent
reporting on the new measures as
part of its annual series of Ambition
2020 publications. We will use
underpinning indicators in the
national scorecard to monitor the
impact of this strategy by regions,
sectors, and socio-demographic
groups such as gender, race and
disability.
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Expanding the apprenticeship system
to build a new technician class

26
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We will almost double advanced
apprenticeship places for young
adults

More advanced apprenticeships are
crucial to our ambitions to create a
technician class — and wage return
data suggests that this form of
vocational training is particularly
effective compared to other levels
and types of training. So we will
significantly expand advanced
apprenticeships, with up to 35,000
new advanced and higher level
apprenticeships beginning over the
next two years, with the possibility
of further expansion in subsequent
years. The funding investment to
support this will rise from around
£17 million in 2010-11 to some
£115 million in 2014-15.

We will work with the Department
for Children, Schools and Families to
support the development of
University Technical Colleges. These
will offer new opportunities for 14-19
year olds to undertake vocational
and applied study. Alongside the
introduction of 14-19 Diplomas,
University Technical Colleges will
greatly strengthen the flow of young
people coming into the labour
market with the skills and
capabilities employers want,
particularly for technician careers.
We will ensure good progression
from University Technical Colleges
to other routes of study including
advanced apprenticeships and
foundation degrees.

28

We will build stronger pathways into
higher education for
apprenticeships, including the
development of the apprenticeship
scholarship proposed by the Panel
on Fair Access to the Professions

The number of individuals
progressing from non-academic
routes to higher education remains
low despite the significant
expansion of apprenticeships seen
in the last decade. The figure today,
as identified by the recent report
from the Panel on Fair Access to the
Professions, led by Alan Milburn,
remains at around 0.2%. We will
commit funds to their proposal for
an Apprenticeship Scholarships
Fund, to provide a “golden hello”
of up to £1,000 to 1,000 of the best
apprentices seeking to go into
higher education. The fund will be
open to applications from
apprentices across England and
successful applicants will receive the
scholarship once their place at a
higher education institution has
been confirmed.

We will boost the numbers and
availability of Level 4 apprenticeship
frameworks. We will work with
higher education institutions, Sector
Skills Councils, professional bodies
and employers to pilot composite
honours and masters programmes
which maintain at their heart the
principal requirements for an
apprenticeship: employed status,
technical expertise, occupational
competency and professional
recognition of their skills.



Ensuring the system responds to
demand from businesses, while better
supporting key sectors

30
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We will focus more of the skills
budget on the areas of the economy
which can do most to drive growth
and jobs

Our economy must continue to turn
on the twin axes of high growth and
high employment. In New Industry,
New Jobs and Jobs of the Future we
began to outline some market areas
and sectors which will be crucial to
future growth. In April 2010 we will
create a Skills Funding Agency that
will switch more funding into the
sectors and markets where it can
make a demonstrable difference in
underwriting necessary skills
development. Although it is
impossible to predict in advance
precisely where such targeting
might be needed, a capacity of £100
million for priority sectors in future
years would fund some 160,000
training places at Levels 2 and 3.

Priorities for increased funding
include life sciences, digital media
and technology, advanced
manufacturing, engineering
construction and low carbon energy.
However, the UK Commission will
work with employers to ensure we
fully understand the short, medium
and long-term skills needs of the
economy. This will span both
training and higher education
institutions. Regional Development
Agencies, city regions and local
authorities will feed in their

32

knowledge of demand in different
parts of the country. Sector Skills
Councils will contribute knowledge
of sectoral demand and how
business processes in different
sectors are changing. This will
enable the skills system to be more
active in identifying skills gaps and
shortages, and more responsive in
supplying training provision that
raises the skills of UK workers to
compete for jobs.

We will strengthen links between the
work of the Migration Advisory
Committee and training priorities in
the skills system

The UK Commission-led analysis of
future sectors and jobs will take
account of the work of the Migration
Advisory Committee in the form of
its shortage occupations analysis.
This will help us to ensure that the
skills system is sufficiently
responsive in tackling both current,
acute shortages and likely future
demand for skills. We will work with
Sector Skills Councils to ensure we
build the right partnerships with
employers to support training of the
domestic population to compete
successfully for jobs in skills
shortage areas. Over time, we will
ensure that there is less need to fill
skills gaps through migration,
because we are better at equipping
our own people with the right skills.
The Gibson review?® is considering
how we could pursue this goal
within the specific area of
engineering construction.

The Department for Business, Innovation and Skills has commissioned Mark Gibson to review skills and productivity in the engineering construction sector. It is

expected to report later this year
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We will give an important new
Strategy setting role to the Regional
Development Agencies

Regional Development Agencies,
working in partnership with the
Sector Skills Councils, local authority
leaders and sub-regional bodies, will
take responsibility for producing
regional skills strategies that will
articulate employer demand and
more closely align skills priorities
with economic development. The
Skills Funding Agency will contract
with colleges and providers to
deliver the skills priorities in these
strategies.

We will pilot a Joint Investment

Scheme with Sector Skills Councils
in areas key to economic recovery,
with a cash match from employers

The employer-led Sector Skills
Councils have achieved significant
progress in raising employer interest
in skills. They are spearheading a
far-reaching reform of the skills
system, to ensure that by the end of
2010 anyone who gets a vocational
qualification can be confident that
the employers in their chosen sector
will value it.

Some sector skills organisations
have argued that they could raise
significant new investment from
employers to boost skills in priority
sectors if funds were matched by
Government. We therefore propose
to pilot a Joint Investment Scheme

36

from autumn 2010 with a small
number of sector skills organisations
in areas key to economic recovery,
at skilled technician and associate
professional levels. A combined
fund which might grow over time to
£100 million — including a £50
million cash match from employers
—would support some 75,000
training places in priority sectors at
advanced vocational levels (3 and 4).
Employers covered by the scheme
will be able to identify the training or
higher education institutions they
believe are most capable of
delivering the training their industry
needs.

We will continue to support
employers to drive and shape supply
in key areas of the economy through
announcing a fifth competitive
bidding round of the National Skills
Academies programme

National Skills Academies have been
a successful example of collective
employer action and co-investment.
They enable employers to shape
training provision in key areas of the
economy. So we are, through this
strategy, announcing a fifth
competitive bidding round of the
National Skills Academy
programme. We will continue to
attract employer investment in skills
by making more than £16 million of
public revenue funds available for
the National Skills Academy
programme as a whole in 2010-11.



Empowering all adults to equip
themselves for future jobs

37

We will introduce skills accounts for
every learner, to put the learner’s
choice at the forefront of driving
improvement and quality in the skills
system and ensure more people
train at the best institutions

To help adults get into work,
progress in work or get a better job,
we want to improve everyone's
awareness of their training
entitlements and their ability to
exercise choice over the courses
they take and how and where they
take them. Through the new skills
accounts, we want learners to
become well informed, active
consumers who drive improvements
in colleges and training institutions.

38 The Government will increase the

reach and power of accounts by
trebling the number of places where
they can be used; and by allowing
greater access to the best colleges.
But we will avoid the problems of
individual learning accounts by
ensuring skills accounts can only be
used with accredited providers.
Accounts will signal clearly to
learners what training they are
entitled to, the levels of public
funding available, and any fees they
will need to pay. They will signpost
learners to wider support, such as
Professional and Career
Development Loans, and the full
range of information, advice and
guidance services. They will explain
the likely benefits of further training
in terms of wages and career
prospects and enable learners to
rank one college course against
another through links to the new
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“traffic light” data described below.
They will also contain the learner’s
full learning history. These new
elements of skills accounts will come
on stream from 2012.

We will develop a new, user-friendly
public rating system for every
college and every course to
empower learners in the choices
they make about their future

So that learners and skills account
holders know which courses will
help get them the career progress
they want, we will introduce clear,
consistent “traffic light” data about
every college and every course,
including, where possible, its record
of getting people into jobs. This will
include information about the
quality of different courses,
customer satisfaction ratings, likely
resulting wage gains and so on.

We will equip people on out-of-work
benefits with the skills they need to
compete for and to stay and
progress in jobs, supported by skills
accounts, and continue to help this
group as a priority within the overall
skills system.

We will set out our next steps on
employment and skills in more detail
in the forthcoming employment
White Paper. We plan for this to
include a new single purse funding
approach to streamline current
funding arrangements, subject to
spending priorities. We will continue
aligning Jobcentre Plus and the adult
advancement and careers service
with a view to providing a fully

integrated and seamless support
offer to customers — whether they
are in or out of work — to ensure they
find work, stay in work and progress.

We will ensure more colleges across
the country offer people the chance
to “Qualify with a Business”

41 The skills system has come a long
way in supporting skills for
successful business growth, but too
often those who might wish to
combine the skills needed for a trade
with practical help starting a
business, still have to navigate the
possibilities on their own or with too
little support.

42 We will ensure that further education
learners who want to progress in
this way are able to go to college
and come out both qualified and
ready to run a business. We will test
a range of approaches to achieving
this goal, and our ambition is that,
over time, a coherent “Qualify with a
Business” offer is available across
the whole country.

Raising recognition among business
of the value of investing in workforce
skills to improve productivity

We will help companies accessing
business support schemes to
develop clear policies for making
effective use of the skills already in
their workforce

43 There is growing evidence that some
companies pay too little attention to
the skills already in their workforce
or miss opportunities to grow their
companies by investing in skills.



For example, five million women are
working below their potential.’

We will examine carefully the further
reviews by the UK Commission of
high performance working, and work
with the Commission to progress its
recommendations. In the meantime,
we will work with Regional
Development Agencies on the
development of Business Link
diagnostics so that companies
accessing Train to Gain support or
other government business support
are helped to utilise the skills their
employees gain in achieving their
business growth objectives.

44 Better skilled managers are an

7.

effective way of developing a more
skilled workforce and more
innovative business strategies.
These help the economy and also
drive up demand for skills, creating
a virtuous circle. Research suggests
that the skills of UK managers
sometimes fall short of managers in
other countries. Again, where
companies wish to access business
support schemes, we will help them
to identify where high quality
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leadership and management skills
may help them achieve their growth
ambitions.

We will promote skills and
apprenticeship opportunities
through the procurement contracts
we let across government

The Government spends over £220
billion a year on its procurement of
goods and services. We want those
who undertake government
contracts to play their part in raising
the skills of the workforce by
investment in skills training and
apprenticeships. We will deliver
20,000 apprenticeship places over
the next three calendar years by
encouraging employers working
with Government — whether to build
a new school or hospital, to develop
a new IT system, or to deliver
facilities management services — to
invest in the skills of their employees
and provide apprenticeship
opportunities. This is a challenging
ambition and every government
department and agency will be
expected to play its part in making it
a reality.

We will work with business to
ensure effective implementation of
our proposed legislation on the right
of employees to request time to train

The best employers see making the
most of the commitment and
potential of their workforce,
including through investing in their
skills, as one of the most powerful
things they can do to drive their

The Labour Force Survey shows that more than 500,000 women are qualified in science, engineering and technology, but fewer than 150,000 work in these sectors
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businesses forward. We need to
create a culture in which every
employer takes this view; and one in
which individuals see improving
their skills as one of the most
beneficial things they can do to help
them realise their potential and
progress in their careers. We are in
the process of taking through
Parliament a Bill to allow employees
to request time to train. We will work
to implement this smoothly and
successfully with employers and
unions, keeping administration costs
to a minimum. In doing so, we will
promote the important lessons
learnt through the MacLeod Review,?®
which makes the compelling case
for the benefits gained when
employees are actively engaged in
the operation and success of the
business.

We will be sympathetic to employer
proposals for new occupational
licensing arrangements, where the
great majority of employers in a
sector want this and without
undermining the interests of
consumers

Occupational licensing establishes
national minimum standards to
operate at a given level in a sector.
Schemes such as the Gas Safe
Register scheme (previously CORGI)
and the requirement for
qualifications in social care have
stimulated significant change in the
UK. These measures could help
lever up skills levels in occupations.
We will be sympathetic to employer

proposals for new occupational
licensing arrangements, where the
great majority of employersin a
sector want this and without
undermining the interests of
consumers.

Improving the quality of provision
within a simpler skills system

48

We will ensure our best colleges
and training institutions benefit
from simpler funding and
monitoring arrangements, in
exchange for more publicly
available data about performance

Further education colleges have
been subject to much greater
regulation and oversight than
universities for many years. This is
a reflection in large part of the
problems at a minority of colleges
in the 1990s. The improvement in
standards of teaching and learning
across the further education and
skills sector over the past decade
has been a remarkable success
story, which owes much to the
dedication and professionalism of
the lecturers and trainers, and the
quality of leadership in the sector.
We now need to enter a new era
where colleges can earn greater
autonomy through their
performance. We will introduce
greater freedom for all colleges and
training institutions to manage their
resources more flexibly, combined
with enhanced freedoms for
outstanding colleges and providers
across their total budget. Quality will
be maintained through annual

David MacLeod was commissioned by the Department for Business, Innovation and Skills to take an in-depth look at employee engagement and to report on its
potential benefits for businesses and employees. He published his report in July 2009
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assessment of their performance
against priorities, linked to future
funding.

The performance measures in our
new Framework for Excellence (in
effect, a report card at college level)
which will come in from 2011, will
mean fewer targets and lighter touch
monitoring for our best colleges,
with a clear signal to others about
what they need to do to reach that
level. In return for this greater
freedom, colleges will be expected
to participate actively in the public
assessment and quality assurance
system described above.

Through the development of new
funding approaches, over the next
three years we will progressively
move to a simpler, more liberalised
system, less driven by multiple
qualification targets and with an
increasing focus on labour market
outcomes and career progression.

We welcome the UK Commission’s
recommendation to reduce the
number of separate publicly funded
agencies by over 30 and will work
with them and others to make this
happen over the next three years

The improvements in college and
provider performance, and the
proposals we have set out to enable
customers to drive the system give
us confidence that the sector is
ready to take more responsibility for
its own quality improvement and
can thrive with less central
stipulation. We shall bring about a
sharp reduction in the number of

separate publicly funded skills
agencies as follows:

® The Learning and Skills
Improvement Service will
become a sector owned body,
incorporating the range of
quality development functions

® We shall increasingly move
funding for quality improvement
and workforce development to
colleges and providers, so that
they can decide whether and
from where to commission
support

® Investors in People UK will cease
to operate as a separate
organisation and the Investors in
People standard will be overseen
by the UK Commission from next
April

® The Qualifications and
Curriculum Development
Authority will not play a role in
adult qualifications from 2010
(subject to Parliamentary
approval)

® \We are asking the UK
Commission, working with
the 25 Sector Skills Councils, to
bring forward proposals for a
substantial reduction in the
number of separate Sector Skills
Councils by 2012

® By April 2010 the nine regional
Learning and Skills Councils will
cease to operate, subject to
Parliamentary approval






flexing the scheme to allow over
a third of the employees it
benefits to do repeat courses.
But as business conditions
improve, from next autumn, we
will progressively shift resources
to medium and long term skills
priorities for those who do not
yet have qualifications at Levels
2 and 3. The flexibilities for small
and medium sized enterprises to
access fully funded unit and
short qualifications will also be
withdrawn

Focus on those training
programmes that offer the
biggest skills gain for individuals,
rather than activity that assesses
existing skills

Increase the volume of training
that depends on matched
funding either from an employer
or an individual. In order to take
forward this approach
successfully, ensuring that

quality of provision is high, we
have commissioned a review of
co-funding and fee collection in
further education, which will
report in early 2010

® Stop funding the training that
contributes least to our strategic
priorities, in terms of student
success or economic impacts,
while continuing to ensure that
all communities have access to
adult learning and skills

57 There are a number of existing

policies which will remain priorities
in the future, subject to spending
pressures. These include the
entitlements to literacy and
numeracy training, first full Level 2
qualifications and a first full Level 3
for 19-25 year olds; training for
learners with learning difficulties
and disabilities; training support for
the unemployed; and informal adult
learning for vulnerable, low skilled
learners.
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Chapter one — Promoting
skills for economic prosperity

® We will set a new overarching ambition for our higher education and skills
systems that three-quarters of people should participate in higher education
or complete an advanced apprenticeship or equivalent technician level course

by the age of 30

® We will measure the success of the skills system by employment and other

outcomes, not just qualifications targets

1 The right skills can play a key role in
driving economic growth. Whilst we
have made significant progress in
recent years, further efforts will be
needed in the years ahead. It will be
critical to ensure every adult has the
opportunity to attain a platform of
basic and employability skills, and to
continue to expand higher
education. But our future national
economic success depends on us
strengthening our advanced
vocational training system for young
adults. As we do so, we need to
ensure our skills system focuses on
increasing the real world difference
that better skills make, not simply
treating qualifications as an end in
themselves.

The importance of skills

2 Skills contribute through two routes.
First, when relevant and utilised
effectively, skills can drive
improvements in productivity.
Skilled workers can carry out more
complex tasks, work more
effectively, and produce higher value
products. Second, skills can raise the
employability of individuals,

contributing to overall employment
levels.

The economic gains from raising
skills are potentially substantial.®

It has been estimated that a

one percentage point increase in the
proportion of employees trained is
associated with an increase in
productivity of 0.6 percentage points,
which in turn is worth around £6
billion a year to the UK economy.™
Increased skill levels are critical to
improving health, reducing crime
and increasing civic participation.

There is no automatic relationship
between skills and productivity.
Critically important is how
businesses actually use the skills of
their workforce; and how they use
them in combination with the other
drivers of productivity,” such as
investment, innovation and
enterprise. For example, investment
in innovation and technology is
more profitable when combined
with skilled labour, which is more
able to take advantage of such
investment. Skilled workers are
generally better at adapting to

9. The Leitch Report estimated the net benefits of raising skills to the targeted levels to be at least £80 billion over 30 years, based on a boost in the productivity
growth rate of up to 15% and an increase in the employment growth rate by around 10%, Leitch Review: Prosperity for all in the Global Economy — World Class

Skills (2006)

10. J. van Reenen, H. Reed, L. Dearden, The impact of training on productivity and wages: evidence from British panel data, Institute of Fiscal Studies (2005)

11. Department of Business, Innovation and Skills, Productivity and Competitiveness Indicators (2008)






SKILLS FOR GROWTH | Promoting skills for economic prosperity

Current level 2011 Target 2020 Ambition
(2008)
Literacy (a) (a) 95%
Numeracy (a) (a) 95%
Qualified at least L2 71% 79% 90%
Qualified at least L3 51% 56% 68%
Qualified at least L4+ 31% 34% at least 40%

a)

This table applies to England only. The last survey on literacy and numeracy was carried out in 2003 and showed 84% of adults possessed functional literacy
and 79% possessed functional numeracy. A new survey will take place in 2010-11. As an indicator of progress towards the 2020 ambition, the 2011 literacy
and numeracy skills targets are: between 2008 and 2011, 597,000 people of working age to have achieved a first Level 1 or above literacy qualification; and
390,000 to have achieved a first entry Level 3 or above numeracy qualification.

Returns to apprenticeships are
significantly higher than for NVQs
alone at the same level, and
employers tell us they place high
value on them.

Our current performance

9

10

17.
18.
19.

The Leitch Report in 2006 made it
clear we were behind other
countries in the quality of our skills
base and set out targets for 2020 to
ensure the UK becomes a world
class skills economy. The Report
recommended that we reform the
skills system to be more responsive
to the demands of employers and
learners so that we supply not just
more qualifications but the ones
employers and learners require.

The Leitch targets were translated
by the Government into interim
targets for England for 2011, agreed
as part of the 2007 Comprehensive
Spending Review."

Comprehensive Spending Review (October 2007)

11

12

We have made significant progress
in improving adults’ literacy and
numeracy since the launch of the
Skills for Life strategy'® in 2001 and
are committed to the ambition that
95% of adults should have at least a
functional level of literacy and
numeracy by 2020. Achieving our
long-term ambition for numeracy
will be challenging. It will require a
step change in the number of adults
taking courses to improve their
numeracy skills and a change in
culture and attitudes regarding
numeracy.

Between 2001 and 2008, the
proportion of the population that
had achieved at least a Level 2
qualification has increased from 65%
to 71%." Targets for Level 2 are
demanding but by no means
unachievable. Level 4 targets are on
course to be met on current
trajectories.

Skills for Life: the national strategy for improving adult literacy and numeracy skills, former Department for Education and Skills (2001)
2002/03 — 2007/08 June 2009 Statistical First Release on Post-16 Education & Skills 2008/09 — 2009/10 Modelling underlying Priorities for Success 4

(November 2008)
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20.
21.

22.
23.

Targets for Level 3 remain the most
challenging. At current levels of
investment we expect some 63% of
the population to have at least a
Level 3, against the 68% target set
out by Lord Leitch. In this White
Paper, we signal our clear intention

to boost provision at Level 3 in order

to accelerate progress.

Our demand led approach is helping
to reduce skills gaps, and colleges
and training institutions are rising
to the challenge with dramatic
improvements in quality, including
a rise in college success rates from
53% in 1997-98 to 81% in 2007-08.%

The proportion of colleges that are
rated by Ofsted as “good” or
“outstanding” is also on the rise,
from 51% in 2002-03 to 71% in 2007-
08.2" Employer satisfaction rates are
at a record high and learner
satisfaction is equally impressive.

Pre-recession figures showed
employers were investing in skills at
record levels, spending £38.6 billion
in 2007.22 Anecdotally, employers
report that they are maintaining
spending in the recession because
they recognise it is critical to their

position for the upturn. However, the

BCC Quarterly Economic Survey
suggested that more businesses
were revising down their intended
investment in training than revising
it upwards.®

Ibid.

17 In the past year, our key focus has

been, and continues to be, on job
entry for the unemployed. In the
face of the recession, the
Department for Business, Innovation
and Skills, the Department for Work
and Pensions and our agencies have
joined forces to deliver pre-
employment training this year to
thousands of unemployed adults
under the banner of Real Help Now.

Ofsted, college inspection reports. These figures are from separate inspection cycles and are based on different selections of colleges. Figures are not therefore

strictly comparable

National Employer Skills Survey (2007). Around half of the annual £38.6 billion investment is wage costs

British Chamber of Commerce Quarterly Economic Survey (2008, Q4)
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Real Help Now

As part of our support for individuals
in response to the economic
downturn, the Government has
introduced new offers of training to
help the unemployed to get the skills
they need to find sustainable work.
Worth over £300 million over two
years, these offers include short,
flexible training for those facing
redundancy and for the long-term
unemployed, to keep them close to
the labour market so they can move
into current or emerging jobs in
growth sectors. There are also longer
and more substantial training
programmes for those who need a
bigger uplift in skills in order to
become job-ready. Training is
tailored to individuals’ existing skills
and is responsive to the changing
needs of the labour market. Local
authorities have played and will
continue to play a pivotal leadership
role in guiding delivery to meet local
needs. Financial incentives also
encourage training institutions to
help learners into sustainable
employment.

Ambition and targets

18 Yet, all the achievements of recent
years stand in the shadow of the
even greater efforts that will be
needed in the years ahead. We are

still not catching up fast enough with

our main competitors and further

effort is needed to keep raising skills

at every level.

19

20

21

Our success in enabling millions of
adults to gain basic skills needs
reinforcement. Building on the
success of the Skills for Life strategy,
we will continue to prioritise
equipping adults with the literacy,
language and numeracy skills they
need to find, stay and progress in
work, support their families and to
play an active role in their
community.

We will also continue our work with
partners across government to make
sure that those furthest from the
labour market benefit from the skills
system. To support this we are
exploring ways to secure more
effective models of delivery using
the combined strengths of the
public, private and third sectors. We
will continue to make progress with
the Department for Work and
Pensions on our shared goal of an
integrated employment and skills
system to help the unemployed. This
is key to expanding job
opportunities as we come out of
recession. We say more on this in
chapter 3 and in the forthcoming
employment White Paper.

To deliver the necessary increase in
training at Level 3, we will create a
modern class of skilled technicians
and associate professionals and
highly skilled craft and trade
occupations, linking the world of
learning and the world of work. It is
as valuable for a young person to
gain a good technical qualification
through an apprenticeship as it is to
go directly into university.



Reforms to 14-19 education: Improving the flow of skilled young
people into the workforce

Reforms to 14-19 education and training have been designed to ensure that more
young people enter the workforce or further learning with high skills levels. These
are set out in Delivering 14-19 Reform: Next Steps. Increasing to 18 the age to
which young people will stay in learning will allow all young people to develop
the skills employers want. But to go hand in hand with this there needs to be
options which inspire and stimulate them to achieve.

The Diploma is broadening the routes through which young people can achieve
Level 3 skills and progress to higher education, crucially relating those skills to
the workplace. Reformed apprenticeships, GCSEs and A Levels, along with the
new Extended Project, will cover broader the thinking, problem-solving and
independent study skills that employers are demanding. For those who aren’t
ready for those options, Foundation Learning will provide a programme of
learning that secures the core skills needed to progress further.

The compulsory teaching of functional skills in the secondary curriculum
combined with the forthcoming legal entitlement for all young people to study
functional skills to Level 2 up to the age of 19 will mean young people can
develop the important literacy, numeracy and IT skills that employers demand
and that unlock further learning.

22 So, in this White Paper we set a bold through which young people can
new ambition for the higher achieve their potential and gain
education and skills systems — that good jobs.
three quarters of young people
should participate in higher 23 In the next chapter we set out
education or complete an advanced proposals to strengthen the links
apprenticeship or equivalent between vocational training and
technician level course by the age progression into higher education.
of 30. This broadens out, but does This builds on the measures in our
not supersede, our 50% higher framework for higher education
education participation target?, published in November 2009.

24.

by including advanced vocational
education and apprenticeships as
routes of equal value and status

As restated in Higher Ambitions: the future of universities in the knowledge economy, Department for Business, Innovation and Skills (November 2009)






25 This national scorecard will be
introduced in time for the next
spending review period. The UK
Commission will provide
independent reporting on the new
measures as part of its annual series
of Ambition 2020 publications. We
will use underpinning indicators in
the national scorecard to monitor
the impact of this strategy by
regions, sectors, and socio-
demographic groups such as
gender, race and disability.
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Chapter two — Expanding
apprenticeships to build a
new technician class

We will almost double advanced apprenticeship places for young adults

We will build stronger pathways into higher education for apprentices,
including the development of the apprenticeship scholarship proposed
by the Panel on Fair Access to the Professions

The apprenticeship system has
undergone a renaissance over the
last decade. Expanding
apprenticeships, particularly at
skilled technician and associate
professional level, is key to our
ambitions of equipping people for
the higher level jobs of the future -
and will be a major contributor to
our new ambition that three quarters
of people should participate in
higher education or complete an
advanced apprenticeship or
equivalent technician level course by
the age of 30. We will almost double
the number of advanced
apprenticeships for 19-30 year olds,
and increase the opportunities for
high level apprentices to move on
into higher education.

New advanced and higher
apprenticeship places for young
adults

2

25.

The Leitch review set a target of
250,000 apprenticeship starts per
year by 2020. Our ambition is to
significantly exceed this and on our
current plans we anticipate around
360,000 starts by 2020, with an
aspiration that one in five young
people will be undertaking an

Provisional — Statistical First Release figures (October 2009)

apprenticeship within the next
decade. Apprenticeship starts
increased from 65,000 in the
academic year 1996-97 to a record
234,000 in 2008-09.% Completion
rates are also at record levels —
112,600 people achieved
apprenticeships in the academic
year 2007-8, representing a
completion rate of 64%.

Over 80,000 19-24 year olds started
an apprenticeship in 2008-09.

A further 54,700 people over the age
of 25 began an apprenticeship in
2008-09, of which over 40% were
advanced apprenticeships.
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The overall proportion of Level 3
apprenticeships across all age
groups has remained at around 30%
in recent years, but has increased to
32% in 2007-08, and 34% in 2008-09,
reflecting employers’ demand for
advanced apprenticeships.?®

The evidence on returns from
apprenticeships is very strong. It
shows that, across their lifetime,
individuals benefit strongly from
apprenticeships through better pay
and employment prospects and that
private returns to individuals
compare well with other vocational
routes — up to an 18% wage
premium above those learners with
a non-apprenticeship Level 1 or
Level 2 qualification.?” We are
determined to ensure that the
quality of the apprenticeship
experience is maintained whilst

we expand delivery. This year we are

seeking, through the
Apprenticeships, Skills, Children
and Learning Bill, currently before
Parliament, to put apprenticeships
on a statutory footing for the first
time; as well as enhancing the role
of Sector Skills Councils in ensuring
that apprenticeships reflect the
needs of employers and equip
people with transferable skills.

While apprenticeships take longer
than other vocational training, and
are therefore more expensive, their
value to employers and individuals is
evident from the success of the
programme. Boosting the numbers
of advanced apprenticeships is
critical to our plans for building the
skills of young adults and for the
overall economic health of the
nation. The apprenticeship
programme can also make a
significant contribution to remedying

Negotiating high quality apprenticeship programmes: UNISON and
North Yorkshire County Council

1 North Yorkshire County Council’s Real Start apprenticeship programme
provides “high quality training, quick progression to full, negotiated pay rates
and permanent jobs” according to UNISON which has negotiated the
programme with the authority. The programme is open to people aged 16-24
and has offered over 120 apprenticeships for a couple of years running.

2 The apprentices begin on the minimum £95 a week but get the same package
as anyone else in terms of annual leave and sickness benefits. Apprentices
move on to the full rate for the job once they reach the required competence
standard, usually within the first six months of their apprenticeship. Where
full pay cannot be offered within the first year, pay is increased at three, six
and nine months. Apprentices can also receive assistance with travel costs of
more than £10 a week.

26. Data Service Statistical First Release: DS/SFR4 (October 2009). 2008/09 figures are provisional.
27. Mclintosh. S, A cost-benefit analysis of apprenticeship and other vocational qualifications, former Department for Education and Skills (2007)
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the shortage of skilled technicians,
associate professionals and
advanced skills occupations. This will
have particular benefit for those
markets and sectors of the economy
that we have designated as priorities,
either because they will be a source
of growth, or jobs, or both.

From next September, we will
reprioritise funds within available
budgets to boost advanced and
higher apprenticeship opportunities
for 19-30 year olds. This will increase
by almost double the numbers of
advanced apprenticeships available
for this group, through an additional
35,000 advanced and higher
apprenticeship places beginning
over the next two years. The funding
investment to support this will rise
from around £17 million in 2010-11
to some £115 million in 2014-15.
Whitehall departments will also play
their part by creating additional
apprenticeship places, as

recommended in the Milburn Report.
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Our success in delivering thousands
of new advanced and higher
apprenticeships will depend on the
preparedness of industry, beyond the
recession, to offer substantially
increased numbers of apprenticeship
placements. We will review with
industry and others whether there is
demand for even greater expansion
of the programme in future years.

We will work with the Department
for Children, Schools and Families to
support the development of
University Technical Colleges. These
will offer new opportunities for 14-19
year olds to undertake vocational
and applied study. Alongside the
introduction of 14-19 Diplomas,
University Technical Colleges will
greatly strengthen the flow of young
people coming into the labour
market with the skills and
capabilities employers want and
particularly for technician careers.
We will ensure good progression
from University Technical Colleges
to other routes of study including
advanced apprenticeships and
foundation degrees.

A pilot University Technical
College sponsored by Aston
University

A pilot UTC under development in
Birmingham, sponsored by Aston
University, is due to open in 2012.
This institution will have a strong
engineering focus and will engage
the support of high profile
engineering and manufacturing
companies with a presence in the
region to support the highly
specialised curriculum.



Recognising technician skills

9

10

At present, there is a lack of
recognition of the importance of
technicians to the economy.
Technicians should be confident that
the qualifications they obtain carry a
status and value that is recognised
in the market place and not just by
their own employer. We will ask a
consortium of partners including the
Engineering and Technology Board,
the Royal Academy of Engineering,
employers and Sector Skills Councils
to produce recommendations on
how levels of participation in the
existing registration schemes for
technician level engineers could be
increased.

In addition, we will invite Lord
Sainsbury to develop proposals
covering science technicians and to
explore the possibility of a council
for technicians which would enable
those organising the schemes for
engineers, ICT and science to meet
and develop a common agenda.

Progression into higher education
and the professions

11

28.

We will also provide more
opportunities for young adults to
move into higher education while
maintaining and developing their
occupational skills in the work place.
Several recent reviews?® have looked
at progression from apprenticeships
into higher education. We support
their proposals to improve the
quality and availability of

information, advice and guidance on
progression opportunities, and will
shortly publish a Specification of
Apprenticeship Standards for
England. This will include
requirements that:

a) From April 2011, all
apprenticeships frameworks at
Level 3 and Level 4 must have
UCAS tariff points, so that
learners’ achievements can be
compared to other qualifications
on application to higher
education

b) From April 2011, all
apprenticeship frameworks will
be required to set out the routes
into higher education that
learners could take once they
have successfully completed
their apprenticeship, to allow
learners to make informed
choices

Progresion through Apprenticeships: The final report of the Skills Commission’s Inquiry into Apprenticeships (March 2009); Unleashing Aspiration: The final report

of the Panel on Fair Access to the Professions (August 2009)



12 One in eight undergraduate students

are now studying in further
education colleges in England. As
set out in our framework for higher
education, we will expand new types
of higher education programmes
that widen opportunities for flexible
study for young people and adults.
This will include part-time and
workplace-based courses, and the
expansion of foundation degrees
which are vocational degrees
completed in two years designed
jointly between employers and
higher education. There will be an

13
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important role for further education
colleges, as well as for universities
in such provision, including through
greater partnerships between
universities and further education
colleges.

We will also seek to promote the
role that professions themselves can
play to establish clear progression
routes. We will work with them to
develop a repository of best practice
which sets out practical ways in
which vocational routes can be
expanded into the professions.

We are also attracted by the
arguments Alan Milburn has made?®
about the need to inspire
apprentices who gain advanced
apprenticeships to take their skills to
the next level, and to support them
through scholarships which help
them access higher education.

To achieve that, we will:

a) Implement Alan Milburn’s
proposal for an apprenticeship
scholarships fund next autumn,
so that some 1,000 young adults
receive £1,000 each to incentivise
further progress with their
learning and skills in higher
education. This will be met
through a £1 million fund
starting from autumn 2010

b) Make funding available for
Sector Skills Councils working
with employers and higher

Unleashing Aspiration — The Final Report of the Panel on Fair Access to the Professions, recommendation 34



education institutions, to develop
more higher apprenticeship
frameworks and to pilot new
composite honours and masters
frameworks

c) Explore how bridging modules
could be used to support
progression in cases where a
Level 3 framework may be short
of the number of points needed
for progression to higher
education

15 The additional higher apprenticeship
frameworks and these bridging
modules will cost a total of
£5 million from April 2010.
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Chapter three — Responding
to businesses and key
sectors

® We will focus more of the skills budget on the areas of the economy which
can do most to drive growth and jobs
® We will strengthen links between the work of the Migration Advisory
Committee and training priorities in the skills system
® We will give an important new strategy setting role to the Regional
Development Agencies
®  We will pilot a Joint Investment Scheme with Sector Skills Councils in areas
key to economic recovery, with a cash match from employers
®  We will continue to support employers to drive and shape supply in key areas
of the economy through announcing a fifth competitive bidding round of the
National Skills Academies Programme
1 In New Industry, New Jobs* and and has since played an active role
Jobs for the Future,® we set out our in ensuring that the UK improves its
strategy for economic growth. Here, employment and skills systems to
we set out how our skills system wiill help the UK become world class in
equip our workforce for jobs in the productivity and employment as
economy of the future, responding well as ensuring a fair and inclusive
actively to bottom-up demand and society.
anticipating and enabling future
growth. 3 Train to Gain was introduced
nationally from April 2006 to support
Progress in introducing a employers through on the job
demand-led system training to improve the skills of their
employees and contribute to
2 Over the past few years, we have improved business performance.
been steadily putting in place a skills Train to Gain represents a major
system that is more responsive to reform in the way that training is
individual and employer needs. delivered to employers to ensure
Following the recommendations that public funding is more
from Lord Leitch, the UK responsive to employers’ and
Commission for Employment and learners’ needs.

Skills was established in April 2008

30. New Industry, New Jobs, Department for Business, Innovation and Skills (April 2009)
31. Jobs for the Future, HM Government (September 2009)



Train to Gain

Through Train to Gain, people have started over 1.4 million qualifications, and
there are approval ratings of over 90% from learners and employers. Around
780,000 qualifications have been achieved, including around 560,000 full Level 2
and over 72,000 full Level 3 qualifications. Train to Gain offers public funding for
defined categories of training for employees, such as those without a Level 2
qualification or basic skills, and has a flexible offer including higher level skills
and leadership and management.

As Train to Gain grows, it is benefiting more and more employers and has
impressive satisfaction ratings:

a) 91% of employers are satisfied with the training and the provider that
delivered it

b) 61% of employers reported an increase in productivity
c) 66% reported improved long-term competitiveness
d) 57% reported an increase in product or service quality*

Through a national network of Business Link advisers, Train to Gain will continue
to provide free impartial information and advice to help employers improve and
grow their businesses. Advisers offer tried and tested skills diagnostics so that
training needs can be accurately identified and point business to the right
solutions including available public funding.

Between April 2006 and March 2009, over 143,000 employers were engaged with
Train to Gain, of which 72% were hard to reach. 78% of those employers who
have used the brokerage service were satisfied with it, especially the impartiality
of advice and knowledge of local provision.

*REF Employer figures: Train to Gain Employer Evaluation: Wave 4 Research Report — June 2009

For individuals, we have also piloted A more strategic understanding of

a skills accounts scheme to help employer demand

increase their power as customers of . )

the system. We say more about how 5 We remain committed to a demand-
we will develop this further in led skills system which responds to
chapter 4. the needs of employers and

individuals. This will continue to
drive the way in which the vast
majority of funding is allocated.
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Intelligence and priority setting

7 So that we can identify these future

But public spending on skills must
also deliver a critical mass of
learners with the right skills to help
individuals get on and enable UK
businesses to compete. To do that
we must:

a) Take strategic decisions about
how best to meet the skills needs
in areas of the economy where
we anticipate opportunities for
high growth or high
employment, or both

b) Ensure that the further and
higher education systems can
respond better to short, medium
and long-term skills demands of
a competitive economy

c) Promote shared investment in
skills: reinforcing our message of
shared responsibility between
employers, learners and
Government for investment in
skills

This enhances the demand-led
approach by acting to ensure there
is well informed active demand
expressing the future needs for skills
on which growth and jobs depend.

needs, we will look to the UK
Commission to produce an annual
National Strategic Skills Audit. The
first of these will be published in
2010. It will call on the expertise of
Sector Skills Councils and Regional
Development Agencies as well as
employers, labour market academics
and the Migration Advisory
Committee to help identify, and
advise Government about skills
needs at the national, sectoral,
regional, and sub-regional levels. At
national level this will include skills
of strategic importance, for example,
skills to adapt to climate change. In
doing this, it will take account of its
duties to promote equality. Ministers
will use this advice to set out a
national framework of priorities.

Within that national framework, the
Regional Development Agencies,
working in partnership with local
authority leaders, sub-regional
bodies and other partners such as
Sector Skills Councils, will be tasked
to produce Regional Skills Strategies
which are a core part of the Single
Integrated Regional Strategies. The
regional strategies will be developed
and agreed with local leaders in
each region. The skills strategies will
articulate employer demand and set
out specific skills investment
priorities for their region. The skills
priorities in the regional strategies
will inform Ministers’ Annual Skills
Investment Strategy and how the
Skills Funding Agency will fund
colleges and training institutions to
ensure an appropriate supply of



skills to meet the national, sectoral,
regional and sub-regional priorities.

Colleges and training institutions
will have discretion to respond
within this overall framework of
priorities, shaping the range of
courses they offer to meet demand
from local employers and learners.
Their delivery against this will be
monitored by the Skills Funding
Agency and linked to future funding,
with rewards for those who respond
flexibly and rapidly.

ConstructionSkills

ConstructionSkills is working with
the construction industry to make
sure it has the skills it needs to
emerge from recession as an
international force. Modern
construction practices and the
pressures to achieve social,
environmental and commercial
sustainability are already creating

a demand for new skills.
ConstructionSkills has set up a
specialist Future Skills Unit to make
sure the industry has the training
and qualifications it needs.
ConstructionSkills is preparing

a detailed report setting out the
current UK skills provision delivered
by colleges, universities, private
training institutions and charities;
looking at external drivers such as
demographic and technological
change and identifying key areas
of over and under provision. This
report will provide a firm evidence
base to help inform future changes
to training provision for the industry.

Using migration strategically to
meet demand for skills

10 We remain fully committed to an
open and flexible labour market
whilst managing migration in the
best interests of the UK. This must
support employers to get the skilled
workforce they need whilst
protecting employment
opportunities for resident workers.
Employers will expect to fill some
jobs through migration to support
wider business competitiveness,
where skills gaps and shortages
exist in the UK labour market. The
new points based immigration
system is flexible, and allows us to
adjust policy to meet the future
requirements of the economy and
labour market.

11 When employers bring in migrant
labour to meet urgent skills gaps
this should be seen as a temporary
solution to a matter the skills system
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12

13

32.
33.

should take firm action to address,
working with employers in the
relevant sectors. We need our skills
system to equip the domestic
population with the skills required
for those jobs. That spans everyone
from those without jobs, who could
be helped to train for high
employment areas like hospitality,
retail and leisure; through to cutting
edge industries experiencing
shortages of skilled technicians,
including aerospace.

The Migration Advisory Committee
is highlighting the areas of shortage
through its regular reports.®? These
are reducing in number but we need
to hasten that still further. Critically,
we need to join up their work with
the remit we are giving the UK
Commission to turn intelligence
about shortages into national
training priorities in the skills
system.

The responsibility for acting on
those priorities will fall squarely to
the Skills Funding Agency. They
have the power to commission the
training that will be needed in the
sectors and geographical areas
where it will have most impact. But
we shall also need to see employers
taking greater responsibility for
tackling the issue of dependence on
migrant labour. We acknowledge the
contribution Sector Skills Councils
are already making by helping to get
more unemployed people on to
training schemes to get them into

14

jobs identified by employers in those
sectors, where there has previously
been a dependence on migrant
labour.

We need to build on current actions
in two important ways: first, by
extending Sector Skills Council
actions to include action on
shortages at skilled technician level;
second, by requiring Sector Skills
Councils and the Skills Funding
Agency to produce regular delivery
reports on how their joint action is
reducing dependence on migrant
labour. Over time, we will ensure
that there is less need to fill skills
gaps through migration, because we
are better at equipping our own
people with the right skills. The
Gibson review is considering how
we could pursue this goal within the
specific area of engineering
construction.®

Skill, Shortage, Sensible: the recommended shortage occupation lists, Migration Advisory Committee (October 2009)

The Department for Business, Innovation and Skills has commissioned Mark Gibson to review skills and productivity in the engineering construction sector. It is

expected to report later this year



The 2012 Olympic and
Paralympics Games

2012 presents exciting skills
challenges and opportunities. We
need to ensure that we have enough
skilled individuals to take full
advantage of these opportunities as
we prepare for and deliver successful
Games. We will use these
opportunities to secure a lasting
skills legacy; supporting businesses
in key sectors and helping
individuals to develop skills that will
help them progress long after the
Games have ended. To do this we
are working with key partners to
provide:

a) Apprenticeships in construction,
sport, and hospitality, leisure and
tourism

b) Employment opportunities in
retail, security and construction

c) Opportunities for the
unemployed to use a structured
programme of volunteering — the
Personal Best Programme — as a
way back into employment

16

create a Skills Funding Agency that
will work with colleges and other
training institutions to ensure that
available public funds are targeted
on the sectors and markets where
they can make a demonstrable
difference in supporting skills
development that will help drive
economic growth.

Although it is impossible to predict
in advance precisely where such
targeting might be needed, a
capacity of £100 million for priority
sectors in future years would fund
some 160,000 training places at
Levels 2 and 3. Priorities for
increased funding include life
sciences, digital media and
technology, advanced
manufacturing, engineering
construction and low carbon.
However, we will continue to refine
our understanding of where the
opportunities will be for the UK to
grow in output and employment
over time.

Piloting a priority Joint
Investment Scheme

17 Some sector skills organisations

have argued that they could raise
significant new investment from

Ensuring the skills budget

- employers to boost skills in priority
supports growth and jobs

sectors for recovery with matching
funds from Government. We
therefore propose to pilot a Joint
Investment Scheme from autumn
2010 with a small number of Sector
Skills Councils and Industry Training
Boards in areas key to economic
recovery, at skilled technician and
associate professional levels.

15 We will focus more of the skills
budget on the areas of the economy
which can do most to drive growth
and jobs. In New Industry, New Jobs
and Jobs for the Future, we outlined
some market areas and sectors
which will be crucial to future jobs
and growth. In April 2010, we will
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A combined fund which might grow
over time to £100 million — including
a £50 million or more cash match
from employers — would support
some 75,000 training places in
priority sectors at advanced
vocational levels. Sector Skills
Councils will be able to help identify
the training or higher education
institutions which they believe to be
most capable of delivering the
training their industry is seeking.
This scheme will build on the
valuable lessons learned from
developing the ten current sector
compacts. As part of the regular
review of those existing compacts,
we will ensure that their focus
complements our approach to
growth and employment priorities.

National Skills Academies
18 We will hold a fifth competitive

bidding round of the National Skills
Academy programme. National
Skills Academies have been a
particularly successful example of
collective employer action and co-
investment. They will continue to
enable us to support employers to
drive and shape training provision in
key areas of the economy to meet
the specific needs of employers.
Those who are successful following
expressions of interest in the spring
will work with the Learning and
Skills Council, and subsequently the
Skills Funding Agency, to develop
their business plans for approval
during 2010-11. We will continue to
attract employer investment in skills
by making more than £16 million of
public revenue funds available for

the National Skills Academy
programme as a whole in 2010-11.

Skills bodies acting together on
renewable energy

Eight sector bodies” have clustered
to deliver a renewable energy skills
strategy, with funding from the
Department of Energy and Climate
Change to support central co-
ordination, and in-kind contributions
from the sector bodies. The project
will deliver a skills analysis for this
emerging sector, covering specialist,
transferable and cross sector skills,
including supply side and gap
analysis. The whole supply chain is
in scope, including research and
development, development and
planning, design and manufacture,
construction and installation,
operation and maintenance. The
steering group includes
representatives from the sector
bodies, as well as from government
departments across the UK. The
project will be delivered by June
2010.

* AssetSkills, Cogent, ConstructionSkills, EU Skills, Lantra, SEMTA,
SummitSkills and ECITB



Case Study: National Skills Academies

There are now 13 National Skills Academies in operation and two that are in the
planning phase in key areas of the economy including high value sectors such as
creative industries, IT and enterprise and high employment sectors such as social
care and retail. As employer-led, independent organisations, they have attracted
significant employer investment in skills over the last three years.

National Skills Academy for Nuclear is led by employers from across the nuclear
sector, with over 55 employer members after 20 months of operation. Key is the
development of structured career progression and development routes. The Skills
Academy has achieved this by:

® Development of a community apprenticeship programme. For small and
medium businesses in the supply chain support, a wage subsidy is provided
to employers taking on apprentices for the first time. 75 have now been
appointed

® Foundation degrees developed with Universities of Portsmouth and Central
Lancashire to provide the next step on the career ladder. There have been
120 enrolments to date

® C(Certificate of Nuclear Professionalism, which is now being developed to
ensure graduate entrants have the right skills and competencies to work in
the industry
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