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Introduction
This working paper was initially developed as a resource for Train to Gain Skills Brokers. In May to June 2006 an extensive literature review was carried out with the key objectives of:

· Providing an overview of skills utilisation issues from learning, economic, and management perspectives.

· Differentiating between training issues and skills utilisation issues.

· Reviewong the evidence on the impact of people, skills and training – and the management these – on performance.

Why is skills utilisation important?

Just like any other resource, the possession of skills does not provide any benefits unless put to use. Experience, education and training can enable the acquisition of skills but utilisation is needed if any value is to be added. Hence skills utilisation is important to many different stakeholders.

It is important to government because of the impact on the economy and the perceived need to demonstrate a return on investment in education and training. Skills utilisation forms the vital link between skills acquisition and productivity. 

In much the same way, employers and individual employees have an interest in achieving impact through skills utilisation and a return on the time and money invested in developing them. It is the ways in which firms use skills that makes them competitive, rather than simply the skills that they have available, and individuals can benefit from opportunities to use skills through wage levels, career progression and job satisfaction.

About this working paper 

This working paper on skills utilisation is structured in four sections. The first provides an overview of the subject and a practical guide to the implications for brokers. The three that follow contain the evidence on which the propositions made are based. They are more in depth analyses, covering the three different but overlapping perspectives. Hence the first section has a more practical style, while the latter three are necessarily more academic:

· Section A: the implications of skills utilisation in practice.

· Section B: a learning perspective of skills utilisation.

· Section C: an economic perspective of skills utilisation.

· Section D: a management perspective of skills utilisation.

Section A is offered as a means of providing familiarity for those seeking to engage employers in learning.  Sections B to D are designed as further reference.  Section D, covering the management angle, draws on the implications of the learning and economic perspectives.

Section A: The Implications of Skills Utilisation in Practice
This part of the report focuses on the relevance of skills utilisation issues for employers and the implications of this for learning practitioners, based on an overview of the learning, economic, and management perspectives discussed in sections B to D.

The links between learning and skills utilisation

The learning perspective emphasises the interplay between learning and practice, in which training is embedded and other skills developed during real-life job situations. In turn work experience generates the need for learning in a virtuous circle, so skills acquisition and skills utilisation reinforce each other. Non-formal learning plays a vital role in this, both as a method of developing skills and a means through which formal learning is translated into utilisable skills. 

As well as the obvious and typically intended outcomes from training, there are many indirect impacts. These include influences on the motivation and confidence levels of trainees and other enabling effects on existing skills. Hence training in generic skills, such as literacy or communication, can act as a catalyst for skills to be used that might otherwise lay dormant in the work situation. Other indirect outcomes can be skills diffusion, to people not involved in training, and changes to working practices brought about by adopting different ideas or problem solving. 

The utilisation of skills developed in training is often referred to in the literature as ‘transfer of learning’. Some useful insights are available including information on the key issues that have an impact on successful transfer:
· The extent to which learning is ‘mastered’ by individuals.

· The motivation and readiness of individuals to transfer learning.

· Previous knowledge and experience, which can either help or hinder transfer.

· The understanding of transfer potential, which can be dependent on individuals’ grasp of the theory behind the practice.
· Opportunities to practice what has been learnt.

· The availability of adequate time for learning transfer.

· The relevance of the learning and the timing, relative to when it can be used. 

· The closeness between the context of the learning and the workplace. 

· The conditions in the workplace, including morale, culture, structure, working practices, technology, management etc.

· The influences of the various people directly and indirectly involved.

· The effectiveness of the management of learning transfer.

The final point is particularly relevant because the way learning and transfer are managed has a major impact on skills utilisation. There are recommendations that the focus on learning transfer should start at the diagnostic stage and run right through to mentoring and coaching in the workplace. The importance of involving various stakeholders (including line managers) is stressed and the necessity of aligning learning with working conditions and practices highlighted. One source advocates taking specific steps to prevent staff lapsing into old ways after training.

Overall, the learning perspective suggests that there is a vital role in matching training with skills utilisation potential and providing advice to employers on appropriate strategies for transferring new skills into workplace situations. They can also help employers differentiate between training issues and skills utilisation issues.

The links between economic factors and skills utilisation

Section C describes how education and training was historically linked to economic decline and explains how this led to the ‘supply push’ policies that focused on flooding the labour market with qualified people, with little attention to demand. The economic perspective highlights the problem of the low skills equilibrium – in which the majority of enterprises staffed by poorly trained managers and workers produce low quality goods and services – emphasising the diverse range of measures (not just training) that are needed to break out of the cycle. The current policy emphasis on linking skills and enterprise is discussed, as is the idea that skills are a driver of (and are driven by) productivity.

Demand for skills created by product/service market pull is an important aspect of the economic perspective. The proposition is that higher value products and services require more advanced skills and, therefore, more investment in training. Hence demand for skills is influenced by market positioning, with firms choosing between:

· The low cost route: competing on price with standardised approaches to markets and operations, simple repetitive tasks, low skill requirements and effectively a ‘de-skilled’ workforce.

· The differentiation route: competing on quality and innovation with customised approaches, high skills utilisation and a resultant demand for training.

Evidence of the connection between product/market specification and skills is cited but it is emphasised that, in practice, the situation is often not that simple. This is because many firms occupy middle ground and the nature of internal operations can be autonomous from external positioning with customers.

Issues concerning ‘return on investment’ are at the core of economic debates on skills. At the policy level, whilst there is recognition of the importance of skills utilisation, measures are framed in terms of the extent to which the levels of qualifications impact on productivity. This has interesting implications for the South West, which has high levels of qualifications and low levels of productivity relative to the national picture. However, as a key paper from SKOPE shows, there is a difference between over-qualification in the workforce and underutilisation of skills and people with the same qualifications can have widely different levels of skills.
The vast majority of the return on investment literature is focused on individuals, particularly the wage premiums that can be achieved with qualifications. There is, nevertheless, evidence that skill levels and firm productivity are linked but there are limitations to this because:

· It is difficult to separate the impact of training or skills from the many other internal and external factors that influence organisational performance. 

· There are many functions of training that are not specifically geared to learning and development (e.g. staff retention and motivation) and, therefore, many indirect impacts on performance.

· Many of the organisational benefits from the development and utilisation of skills cannot be measured in economic terms, a fact that is particularly pertinent to public and voluntary sectors.

Hence a case built on hard financial evidence most probably understates the value of skills acquisition and utilisation. Common sense tells us that, the more organisations develop and utilise skills, the more effective they will be but it is difficult to prove in generalised large-scale studies. Nevertheless, individual organisations can have very specific ways of demonstrating impact and there are legitimate generic arguments that can be used to justify both investment in training and a focus on skills utilisation. 
The links between management and skills utilisation

The third perspective starts by emphasising that it makes sense to manage people effectively because employees and their skills are not only the main source of value to an organisation but also a major cost and a significant risk. This leads to a discussion on Human Resource Management (HRM), for which four roles are identified in relation to skills utilisation:

· Ensuring a fit between future capabilities and organisational aims.

· Making sure that the necessary structures and practices are in place to enable skills development and utilisation.

· Maximising motivation to apply existing skills and learn new ones that can be utilised in the future.

· Helping managers/staff adapt to change.

There is a great deal of interest in the impact of HRM and the extent to which it ‘adds value through people’. This has led to the promotion of Human Capital Measurement by government, which uses extremely complex accounting style systems of reporting. HRM has also been defined in terms of High Performance Work Practices, which have in turn been translated into High Performance Workplaces. The latter has been the subject of international collaboration, under the theme of ‘making the most of human capital secured through recruitment, training and development.’  
The literature on HRM contains discussions on the ‘best practice’ versus ‘best fit’ debate. The conclusion is that the overall approach to managing people needs to be ‘configured’ to match the specific needs of each situation but this can legitimately include elements of best practice. While these arguments are based on large organisations, there are similar implications for small employers who need to get the best from their workforces. For all businesses, large and small, the way staff are managed will have an impact on skills utilisation. 

The effective management of training (not just the training itself) has been shown to have an impact on business performance. The literature emphasises the importance of managing the learning and development process and there are many prescriptions on planning, such as the necessity of separating but linking organisational goals, job roles and individual needs. However, the limitations of rational planning are highlighted and the assumption that there is always consensus on the various relevant issues is challenged. 

The dangers of ‘closed’ approaches to training are flagged and the importance of linking with wider HRM and business practices is emphasised. Concerns are also raised about learning and development needs being defined by the availability of training products, rather than the requirements of the organisation.

Moving on to management in general, the overwhelming conclusion of this report is that management has a greater impact on skills utilisation than any other factor. The choices made and the working environments created by managers have a major influence on the opportunities and motivations for skills to be used. Importantly these key decisions are based on the beliefs and perceptions of managers and this has implications for how knowledge is used. 

Lack of leadership and management skills are cited as a problem in the UK but it is emphasised that evidence of deficiencies is heavily based on observed behaviours. Hence, while learning and development is needed, it is what people do that matters so the issue is one of skills utilisation.

Overall the link between management and skills utilisation is massive, both in its own right and as the channel for implementing the lessons from the other perspectives.

The practical implications 

There can be little doubt that skills utilisation is relevant simply because of the impact.

This working paper demonstrates a diverse range of perspectives and highlights the complexity of the many issues that have an impact on skills utilisation. The extent to which the different arguments will be perceived as relevant by individual employers and particularly smaller firms is likely to vary but, in the mix, there will be employers who can benefit from increasing their focus on skills utilisation.

The one sure thing is that every situation is different, so it is perhaps unwise to be overly prescriptive. Hence, in conclusion, some very general guidelines are offered: 

· There is no single right way to approach skills utilisation.

· Simply raising awareness can be a very worthwhile step.

· It is useful to differentiate between training issues and skills utilisation problems.

· The fact that skills utilisation is a channel through which increased performance and return on investment in training can be realised is a potential hook.

· During the planning of training, it can be useful to develop an understanding of the issues that will assist or hinder the application of skills in the workplace.

· There are many ‘learning transfer’ issues that can be taken into account during the design and delivery of training and during concurrent and subsequent work.

· Skills utilisation is more achievable when training is ‘joined up’ with other aspects of the business, including operational and people management.

· Training can act as a catalyst for releasing existing skills into the workplace.

· Skills will only be used if there is adequate opportunity and this can be influenced by external factors, product/service specification and internal ways of working.

· Skills will only be used if there is adequate motivation and this is dependent on many factors including the working environment, management and rewards. 

· Leaders and managers, at all levels, have a major influence on skills utilisation.

Section B: A Learning Perspective of Skills Utilisation

As the skills that are applied at work have to be learnt, it is useful to start the more in depth exploration of skills utilisation from a learning perspective. 

The dynamics of formal and non-formal learning

There is a massive body of knowledge about learning and much of this is heavily contested, even to the extent of the way various terms are defined. Perhaps the one sure thing is that learning is extremely complex and diverse, making it impossible to fully understand and difficult to prescribe what is ‘best’ for different people, subjects, situations or outcomes.

Trying to understand the relationships between training, learning, skills and ultimately skills utilisation is, therefore, an enormous challenge. While training is something that people do and have done to them, learning is exclusively located in the former category. It involves individuals or groups acquiring knowledge and skills, through processes that can be tacit, deliberate or externally directed.

Unfortunately for anyone trying to grapple with such key concepts, the literature is confused by the evolution and diversification of the language. The re-branding of publicly funded education and training as ‘learning’ has helped to fuel the muddling of terms that also springs from pressure to demonstrate greater focus on the needs of the individual ‘learner’. Hence much of what the literature used to call training is now typically referred to as learning and the way in which the latter term is used is not always clear to the reader. 

For the majority of people, learning remains a much broader term than training or education and includes the everyday experiences that lead to increased knowledge and skills. Indeed the greater part of the skills that are utilised at work, are developed through practice and experience. Nevertheless, formal learning gained through education and training is the vital bedrock that enables the honing of work skills through experience
. 

Michael Eraut
 offered a useful working definition of formal learning: a prescribed learning framework; an organised learning event or package; the presence of a designated teacher or trainer; the award of a qualification or credit; the external specification of the outcomes. He then differentiated this from non-formal learning, for which he offered a three-stage typology:

· Implicit learning: in which new experiences are automatically added to the tacit knowledge base that unconsciously enables future action.

· Reactive learning: based on conscious near-spontaneous reflection on experience and the incidental noting of facts.

· Deliberative learning: based on planned informal learning or more systematic reflection during decision-making and problem solving. 

In each case, the majority of non-formal learning is rooted in practice. In work settings, it is contingent on what we need to know or the skills that we need to apply and it occurs in action. Hence non-formal learning and skills utilisation are inseparable, feeding off each other in a virtuous circle. In practice, the skills that are used are continuously developed through using them.

This dynamic interplay between the act of practice and the skills, knowledge and experience of the individual was usefully captured in Donald Schön’s notion of the ‘Reflective Practitioner’
. This differentiated between the technical rationality involved in mechanistic decision-making (or the following of predetermined procedures) from the largely tacit ‘reflection in action’ that enables higher-level performance in complex situations. In the latter case skills are both developed and utilised informally, often in ways that are difficult to explain or train to others.

Formal learning can also be linked to practice, particularly if it is conducted in a work setting, but it is more often disconnected in terms of location, subject matter or assessment criteria. However, non-formal learning often occurs concurrently with formal training and the latter can act as a catalyst for the former. This highlights an important dynamic between formal and non-formal learning that is often overlooked.

Importantly both formal and non-formal learning enable the development of skills that are used in the workplace but that is far from the end of the story. Learning can act as a catalyst for the utilisation of skills and not just those skills that can be directly attributed to a particularly learning event. Indirect effects of formal and non-formal learning on the individual include the release of existing skills into the workplace that have otherwise been hidden or withdrawn, due to enabling and motivational forces:

· The development of skills in areas such as literacy, communication and management can have an enabling effect on improving and utilising skills.

· Both formal and non-formal learning can have a motivational impact on a workforce that releases skills.

· Both the enabling and motivational effects are linked with building employee confidence to utilise skills.

· Problem solving undertaken during or triggered by learning can lead to further learning, skills development and subsequent utilisation.

Notably, the motivational and confidence building effects of training were seen as a major employer benefit of the Employer Training Pilots that preceded Train to Gain
.

Collective and relational complexities in learning

All of the indirect effects bulleted above can have an impact on peers, teams and organisations, as well as the individuals that engage in training. Learning can ‘diffuse’ through a workforce, so that the training of specific individuals and groups can have a skills development and utilisation impact that is much wider. This can be important for justifying the cost of providing education and training because there are added benefits when other workers ‘pick up some skills’ from the immediate beneficiary
.

Skills diffusion is a complex area that encompasses movements of individuals between organisations, as well as the transfer of knowledge and skills from person to person. It includes the effects of supply chains, clusters, occupational groups and communities of practice – plus the management and working practices of individual firms that are covered in section D.

The role of ‘others’ also extends to trainers, assessors and those that facilitate or support the learning and utilisation of skills in the workplace. Boud and Miller (1996)
 usefully described these as ‘animators’ of learning, emphasising the importance of the relationship between learner and animator. 

The ‘transfer of learning’

There is a body of literature that focuses on the ‘transfer of learning’, from the original context in which something is learnt to other learning events and/or the workplace. Writing from an education perspective, Bransford, Brown and Cocking (1999)
 provide some useful observations to set the scene in this area:

· Successful transfer is heavily dependent on ‘the degree of mastery’ of learning.

· Learning is always based on previous knowledge and experience that can either help or hinder the transfer process.

· The degree of transfer between initial learning and later learning or use is dependent on the closeness of the match between the two contexts. Hence learning that is obtained through relevant practice is more readily utilised.

· An understanding of potential transfer implications – ‘when, where and why to use new knowledge’ – enhances transfer and this can benefit from ‘higher levels of abstraction’ (understanding the theory behind the practice) within the learning.

· Motivation affects the amount of time people are willing to devote to learning and transfer. People are more motivated when they can see the usefulness of what they are learning to themselves and the potential impact on others.

· Transfer can be improved by helping people become more aware of themselves and their readiness for transferring learning into performance.

· While individuals can spontaneously transfer learning, prompting and directing can create dramatic improvements.

· Transfer needs time: ‘even seemingly talented individuals require a great deal of practice in order to develop their expertise.’

· Measures of transfer play an important role in assessment methodologies, for example in the form of observed behaviours or competences.

A collection of papers by Holton and Baldwin (2003)
 adds some additional points, primarily from a management learning perspective:

· Transfer should be managed from before learning begins, including assessments of the transfer readiness of individuals during selection for training.

· Organisational forces, including structure and culture, have an impact on the extent to which learning is embedded in management and working practices.

· Creating climates that enable transfer require actions at the level of the organisation, leadership and individual employees. 

· There are many stakeholders in the transfer process that need to be involved and managed: customers, learners, line managers, trainers etc.

· ‘Relapse prevention strategies’ are required to ensure that learning is permanently transferred.

Also from a management training perspective, research by Rambou (2005)
 revealed constraints to learning transfer:

· Problems with the content of training being dissociated from reality.

· Lack of opportunities for applying what has been learnt to the workplace.

· Lack of commitment from learners and readiness for transfer. He noted that many people do not spontaneously transfer learning to new and different situations, which means that they have to learn how to do so.

· Lack of support from the organisation, including feedback, mentoring and coaching.

Rambou also commented on the lack of research on the transfer of learning and this concurs with an apparent dearth of documented evidence on coherent strategies to maximise the utilisation of skills developed through formal training.

The health sector is perhaps an exception to this rule, possibly reflecting a higher level of integration between workforce development and practice than is often the case. A good example is a ‘Transfer of Learning Matrix’
 that focuses on the crucial roles played before, during and after a learning experience by learners, trainers, line managers, co-workers and others.

Concluding remarks: the implications for skills utilisation

The learning perspective highlights the complicated relationship between training, skills and performance in the workplace. It draws attention to difficulties in differentiating between training issues and skills utilisation problems, challenging the assumption that underperformance necessarily reflects a lack of skills.

The perspective illustrates the dynamic interplay between formal and non-formal processes and the virtuous circle of skills acquisition and skills utilisation. It also highlights the indirect benefits of training and emphasises that the way learning and transfer is managed can have a major impact on skills utilisation.

Section C: An Economic Perspective of Skills Utilisation
In this section, we look at factors that drive the acquisition and utilisation of skills from economic, market positioning and return on investment angles.

Linking skills and the economy in government policy: a brief history

Weakening economic performance relative to other nation states has been linked with poor workforce skills for well over a century
 and it is 30 years since Prime Minister James Callaghan launched ‘The Great Debate’. In his famous Ruskin College speech of 1976 he gave focus and legitimacy to a large body of opinion that blamed Britain’s economic decline on the inadequacy of the labour market and, in turn, the failure of the education and training system to equip the population with suitable levels of skills
.

Although this view was empirically challenged (see example in caption
), government strategies for education and training have centred on their contribution to economic prosperity ever since. An enduring feature of these policies has been the dominance of a one-sided supply push model, which relies heavily on increasing the stock of qualified human capital within the population and pays little attention to the demand for skills.

In 1988 Finegold and Soskice
 urged policy makers to take account of the two-way relationship between education/training and the economy. In emphasising that ‘Britain’s failure to educate and train at the same rate as its international competitors [was] both a product and a cause of the nation’s poor relative economic performance’ they postulated the idea of ‘a low skills equilibrium, in which the majority of enterprises staffed by poorly trained managers and workers produce low quality goods and services.’ Finegold and Soskice went on to describe the range of factors that stifle skills development and assert that ‘the problem of moving companies from a low-skill to a high-skill equilibrium involves much more than training and education. It requires changes in management style
, R & D, financing, marketing etc, so that training policy should be seen as part of a wider industrial strategy.’

In 2003 this more holistic view of the skills development agenda came to the fore in policy. Building on a shift in workforce development thinking that had occurred around the world, 21st Century Skills
 articulated the government vision of more effectively integrating the nation’s productivity and skills agendas. Importantly, it provided official recognition of skills utilisation issues and the interdependencies between skill levels, quality of jobs and specification of products and services.

Hence, while skills are recognised as one of the five primary drivers of productivity by the DTI
, there is also a growing awareness that productivity drives skills. As the DTI notes, ‘recent research has shown that firm-level productivity is positively associated with both the proportion of educated workers in the firm and the degree of skill density in the area where the firm operates.’ Importantly this does not prove that skills are a one-way driver of productivity but demonstrates that the two factors are linked, supporting the high skills equilibrium analogy of a virtuous circle. 

The demand for skills: market pull and organisational positioning

The idea of a mutually reinforcing relationship between productivity and skills has been encapsulated in a series of arguments that give greater attention to the demand for skills within national and regional economies, sectors and individual firms.

The central tenet of the ‘market pull’ perspective is that higher value products and services require greater inputs of more advanced and/or specialised skills. If customers can be persuaded to pay more for superior goods and services, then organisations will invest in the labour required to satisfy this demand. Levels of skills utilisation will be higher, so raising demand for learning and development in the workforce and the wider labour market.

This has major implications for economic performance, particularly in the context of international competition. As Michael Porter (1990)
 notably recorded, the competitive advantage of nations is dependent on the demand conditions in domestic markets, as well as issues such as levels of clustering, firm strategies and available resources. He later emphasised the role of regional economies in the overall performance of nations
, particularly noting the importance of traded clusters that are located based on market considerations and not resource availability. Under this scenario, sector structures within regions are based on demand conditions and not driven by the supply of skills. They create a demand-pull for such resources.

The ‘market pull’ perspective also has implications for individual organisations and there is a substantial literature on the impact of product and service specification. According to Porter (1980)
, firms gain advantage by competing either through lower costs or by differentiation of products and services – typically in the form of high quality and/or customisation. As the latter requires a more sophisticated set of capabilities, it translates into a high skills model of competitive performance.

The low cost route is commonly associated with Fordism
, which transformed many sectors in the twentieth century and is typified by high overheads, low variable costs, high volume and limited customer choice. It translates into a low skills model of competitive performance, in which labour is de-skilled and often marginalised in insecure and poorly paid jobs. It is also associated with centralised power and control, impacting on the roles of managers and public sector workers.

According to Salaman
, the de-skilling effects of scientific management persist because of the advantages this offers to employers – and not just in terms of maintaining a low cost base. With relevant knowledge embedded in work manuals, computer programmes and technology, there is much less reliance on the workforce and greater management control. He cites call centres as a service industry that typifies the low skill approach, in which jobs are fragmented into basic tasks and employer commitment to learning and development is minimal.

The literature on the links between product/service strategies and skills is aligned with Porter’s conception of firms choosing to compete either through lower costs or by differentiation. Although this is an oversimplified analysis, it illustrates the principle that the market positioning
 of an organisation can influence the internal business processes that drive skills utilisation.
James (2004)
 saw market positioning as creating external demand from customers that influenced the way firms operate and, in turn, the internal demand for skills. This then dictated the required skill levels of staff, which would need to be utilised to satisfy customer needs, and influenced the demand for learning. Hence demand for skills and demand for learning were seen as two distinct but interrelated issues. 

Geoff Mason (2004)
 has usefully provided evidence of correlation between product strategy and workforce skills. He found that, all else being equal, high value added product strategies are positively associated with high workforce skill levels and low value added product strategies are positively associated with low workforce skill levels. Moreover, he showed that high-specification, high-skill product strategies were highly correlated with firm focus on national and international product markets, rather than less competitive local and regional markets. He also illustrated the complexity of the issue within and between sectors.

Wensley (1999)
 emphasised that only a minority of firms are either at the knowledge intensive or de-skilled ends of a spectrum. He saw the majority occupying an intermediate position, both in terms of work organisation and market positioning. He also highlighted an assumption that is implicit in much of the literature about owners or managers ‘choosing’ to operate in high or low value added markets. Wensley emphasised that the patterns that emerge from hindsight analysis do not necessarily reflect deliberate choices. Many firms simply go with the flow and in some sectors they may have little influence over the specifications required by customers.

While valid and useful, the product/service specification driver argument is an oversimplification. Indeed, Ashton and Sung (2006)
 challenged the extent to which customer markets dictate skills utilisation. They separated the external market positioning and internal operational aspects and found that, in some of the cases that they studied, the two were autonomous from each other. Hence some companies offering differentiated products and services had a task focus, while others competing on mass production had a people and skilled centred approach. Ashton and Sung offer this as an explanation for why firms producing similar products and services can differ so radically in their ability to raise performance through skills.

The economics of training: perceptions of return on investment

A further aspect of the economic perspective relates to the return on investment in skills development that can or should be expected by government, individuals and employers. The need to demonstrate impact from expenditure has become a dominant feature of public service provision in the UK and the effectiveness of education and training is now viewed almost exclusively through measurable outcomes. Hence, while increased productivity is a wider goal, the main currency for assessing return on investment of public funds is qualifications.

Compared with other regions in England, the South West has a greater proportion of people who are employed at lower levels than they are qualified
. On the basis of return of investment, the fact that many people in the region with degrees are working at NVQ level 3 and below is seen as underutilisation when viewed from a purely economic perspective. Various reasons have been put forward for explaining this, including that fact that many people are prepared to accept lower levels of job status and pay in return for the substantial non-economic benefits the region offers. 
However, the South West region example also highlights potential mismatches between qualifications in the workforce and the actual skill requirements of employers. As SLIM’s supply and demand report
 highlighted, while the overall workforce is highly qualified, there are major predicted shortages of intermediate skills that will arise when many workers retire over the next few years.
Green and McIntosh (2002)
 usefully differentiated between over-qualification in workforce and underutilisation of skills. They asserted that people with the same qualifications have widely different levels of skills, emphasising the complexity of skills utilisation issues. In much the same way that the supply push strategies for education and training are incomplete, the use of qualifications to measure return on investment of public funds is at best a partial approach. 

Individuals’ benefits from education and training can also be framed in qualification terms. The literature typically shows that wage premiums are positive and significant from level 2 upwards, rising more for levels 4 and 5 but providing negligible impact below level 2
. However, a critical reader will pick on cause and effect problems with much of the debate on rates of return. For example, are people successful because they have degrees or do people who are likely to be successful tend to go to university? Issues such as social background have an impact on both educational attainment and earning potential, so rates of return may be overstated.

Of course, for many, qualifications do provide access to jobs but the extent to which skills developed in education and training are then utilised is a complex and largely undeterminable issue. Progression is then often reliant on experience and Nordman and Hayward (2006)
 have shown that both formal and non-formal learning in the workplace are required to develop the expertise that leads to increases in wages. They also revealed complex relationships between work situations (including type of job) and the skills people are able to utilise in the workplace.

Keep, Mayhew and Corney (2002)
 extensively evaluated the evidence on the returns to employers from training. They found that the overall conclusion from the majority of studies was that there was a positive relationship between skills and productivity but also cited difficulties with pinning down returns to employers. This was partly due to the way evidence had been collected but also the inherent complexities in the relationship between training and firm performance:

· It is difficult to isolate the impact of increased skills from the effects of many other factors that influence organisational performance. 

· Training performs a multiplicity of functions, only some of which are to do with skill formation. Hence there are many indirect impacts on performance.

Keep, Mayhew and Corney asserted that the proxies used to measure learning and skills create biases and are not good at recognising either informal learning or skills that are not certified. Notably, they also pointed out that rate of return analysis provides a backward looking picture and fails to consider the future earning potential of investment in skills.

Crucially, economic arguments on rate of return fail to take account of the benefits from the development and utilisation of skills that cannot be measured in economic terms. This is not only pertinent to public and voluntary organisations but is also relevant to the private sector, particularly in the light of increasing interest in corporate social responsibility. Hence a case built on hard financial evidence most probably understates the value of skills acquisition and utilisation. 
Concluding remarks: the implications for skills utilisation
The economic perspective highlights the magnitude of the efforts that have been made to pin down the links between training and performance. While this has proved a largely elusive goal, there is ‘proof’ that training makes a difference and legitimate arguments about the effects of market positioning on demand for skills.

Sometimes clearly but more often implicitly, the various lines of reasoning are entirely dependent on skills utilisation. Meeting customer expectations in added value markets requires the application of skills and a return on investment in skills can only be gained through use. The economic arguments for skills utilisation are substantial.

Section D: A Management Perspective of Skills Utilisation

The sources consulted for the learning and economic perspectives also have a great deal to say about the impact of management. For example, Keep, Mayhew and Corney asserted that it makes limited sense to consider skill formation in the firm as separate from the people management environment in which it takes place. Here we examine the implications of Human Resource Management on skills utilisation, before considering the wider implications of leadership and management in general. Note that in practical terms, this is the most important section because management is a lever that can improve skills utilisation and provide positive impacts to clients. It is also the largest and most diverse area in the literature.

Human Resource Management 

There is a massive literature on Human Resource Management (HRM) and its impact on performance. Much of this is focused on large organisations with specialist HR managers but there are lessons that can be drawn that apply to all employers.

HRM is a profession in its own right, developed progressively through the twentieth century. It is justified on the premise that it makes sense to manage people effectively because employees and their skills are not only the main source of value to an organisation but also a major cost and a significant risk. Drawing on earlier work by other authors such as Storey, Ulrich (1998)
 classified the modern remit of HRM into four roles:

· Partner in strategy execution: working with other senior managers on planning and managing the business. In skills utilisation terms, ensuring a fit between future capabilities and organisational aims.

· Administrative expert: efficient management of personnel, maintaining quality, controlling costs and minimising risks. Making sure that the necessary structures and practices are in place to enable skills development and utilisation.

· Employee champion: both representing staff and generating their commitment to the organisation. Maximising motivation to apply existing skills and learn new ones that can be utilised in the future.

· Change agent: maintaining the capacity for change and facilitating transformation processes in response to shifting requirements. Helping managers/staff adapt their skills and behaviours to internally derived and externally imposed change.

People and their skills have long been seen as the major source of future added value for organisations. Becker’s concept of ‘Human Capital’, from the early 1960s, is based on the idea that investment in skills raises future earning potential
. This subsequently expressed itself in various management techniques, including Kaplan and Norton’s (1992)
 Balanced Scorecard approach that focused on learning measures as a principal indicator of future added value.

More recently there has been a growing trend for measuring the impact of HRM practices on performance and the development of sophisticated Human Capital Reporting
 techniques that are extraordinarily complex. There has also been a government drive to encourage employers to include human capital measures in their annual reports, culminating in the Kingsmill (2003)
 report on the Accounting for People Task Force. This envisaged the systematic evaluation of people policies and practices contributing to the creation of long-term sustainable performance. 

HRM has also been framed as ‘High Performance Work Practices’, relating to key activities that contribute to performance: recruitment and selection; employee incentives; employee involvement; performance management; training. A classic study by Huselid (1995)
, which covered 3,500 companies in the USA, found that the use of High Performance Work Practices were associated with lower employee turnover, greater productivity and increased financial performance. Importantly these trends were demonstrated across a wide range of industries and firm sizes.

Similar terminology in the literature includes ‘High Performance Work Organisations’ and ‘High Performance Workplaces’. The latter was the subject of a major international conference during the UK Presidency of the EU. This promoted the central goal of ‘organising and managing people […] to increase skills at both the higher and lower levels of the organisation [and] bring about competitive advantage for firms.’
 Although skills utilisation was not explicitly mentioned in the report, it was implicit in the promotion of practices cited by Huselid for developing the staff commitment and motivation required to make the most of human capital secured through recruitment, training and development. 

Like other branches of management, there is healthy long-term debate in HRM about the relative merits of:

· Best practice approaches that, at their extreme, advocate a ‘one size fits all’ approach to HRM practices.

· Best fit approaches that recognise the uniqueness of each situation and, therefore, advocate matching HRM practices to each specific context. 

At the same time as demonstrating a convincing link between human capital and performance, Stiles and Kulvisaechana (2003)
 found that both ‘best practice’ and ‘best fit’ approaches played a role. They asserted that different combinations of HRM practices suited different strategies and that, to derive the maximum benefit from human capital, these needed to ‘configured’ in very specific ways. In other words, the overall approach needs to be best fit but this might contain best practice elements.

For smaller employers, who do not have a specialist HRM function, there are still similar choices. Ultimately the management of the human resources, including the way people are treated, has an impact on skills utilisation. As Coates and Max (2005)
 noted, the relationship between health, work and productivity is affected by approaches to ‘management, job design, skills development and skills utilisation.’
The management of learning and development

Within this so called ‘configurational’ approach discussed on the previous page, Stavrou and Brewster (2005)
 looked at the impact of specific ‘bundles’ of HRM practices on business performance. They isolated fifteen bundles, of which six were found to be positively associated with performance and one significantly negative. Interestingly the training bundle, which included analysis of training needs and evaluation of training effectiveness, had the greatest effect on success.

In plain English this means that the effective management of training (not just the training itself) has a positive impact on business performance. This is not surprising given the conclusions of the learning perspective, which emphasised that the way learning and transfer are managed has a major effect on skills utilisation.

The classic approach to the management of learning and development in the workplace is the Training Process System. This is a structured and sequential model that has four stages:

· The identification of learning and development needs at the levels of:
· The organisation: identifying overall priorities in relation to goals.
· Jobs: specifying what is required for effective performance.
· Individuals: diagnosing gaps between current capabilities and the requirements of the job (or future job).
· The development of individual learning and development plans.

· The delivery of training and other forms of learning and development.
· The evaluation of the outcomes of learning and development.
Authors such as Marchington and Wilkinson (2005)
 emphasised that the TPS is an ideal scenario and that, in practice, the management of learning and development is less logical and more ad hoc or reactive. Salaman (2006) went further in exposing assumptions about the extent to which firms have clearly defined goals, levels of consensus between different parties, degree of rationality in decision making and the extent to which the different parts of the TPS are interlinked. He also warned of the danger of learning and development needs being defined by the availability of training products, rather than the requirements of the organisation.

Marchington and Wilkinson raised concerns that learning and development often lapses into a closed cycle, which is not linked with other aspects of HRM. The implication of this is that failure to integrate training with wider business practices poses an even greater barrier to the utilisation of new skills.

Overall, this discussion highlights the central importance of ‘managing’ learning and development processes but also questions the extent to which this can either follow prescribed route or, on its own, achieve the desired impact. Importantly, successful skills utilisation is also dependent on management effectiveness throughout the organisation.  

The impact of leadership and management 

There is one recurring theme throughout this paper on skills utilisation. All paths seem to lead to management, not just of learning and people but also of organisations in general. The overwhelming conclusion of this report is, therefore, that leadership and management has a greater impact on skills utilisation than any other factor. The choices that managers make and the working environments that they create influence the opportunities and motivations for skills to be used.

This is worrying from the perspective of the many reports that have highlighted deficiencies in leadership and management in this country. The seminal paper on UK competitiveness by Porter and Ketels (2003)
 cited management weakness at the top of its list of possible drivers for each of the three competitive disadvantages faced: low rate of capital assets and innovation; competing less on unique value than advanced peers; indications of lower use of modern management techniques. On the people management front, Guest (2005)
 also drew attention to problems, stating that ‘those in senior positions […] tend to be rather complacent about their human resource practices, giving fairly low priority to further investment in them.’

Leadership and management development is a massive field that is receiving a great deal of attention and investment from both public and private sources. Improving the capabilities of managers is an important issue although, as Porter and Ketels pointed out, this is only one aspect that needs to be addressed. Authors such as Bolden (2004)
 draw attention to the fact that it is not leadership skills per se that make a difference but how they are used. Indeed much of the evidence about deficiencies in leadership and management is based on qualitative perceptions that are, in turn, derived from observation of behaviours rather than underlying capabilities.

This has important implications for the many decisions and actions that influence skills utilisation. What leaders and managers decide and do is heavily dependent on how they perceive the world. As Ball (2006)
 has made clear, organisations do not respond in a simple direct way to issues that affect them. Managers are a vital link in the process and it is their existing beliefs and interpretations of new information that shape the response. Hence anyone who has an advisory role can play an important part in helping employers to use available knowledge to inform choices.

In conclusion, while learning and development for leaders and managers is of vital importance, it is the utilisation of their skills that makes a difference to the performance of other people and, in turn, the success of the business. This means that all the arguments discussed in this paper are as relevant to leaders and managers, as they are to the workforce in general. 

Concluding remarks: the implications for skills utilisation
The management of and within organisations, including people and their training, has a major impact on skills utilisation. Indeed, it is through management that the lessons presented in all three perspectives can be used to make a difference.

Report prepared for SLIM by:

Gareth James, Otter KLI

gareth@otterkli.co.uk
Further information

Skills utilisation is, as yet, an underdeveloped area within both the available literature and policy but it is likely that knowledge of the subject will increase over time.

To keep up to date with future research developments in the field of skills utilisation, the following websites are recommended:

· DTI: http://www.dti.gov.uk/publications/
· SKOPE: http://www.skope.ox.ac.uk/
· SLIM: http://www.swslim.org.uk/
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Alternative explanations for economic decline


Rowthorn (1986) explained Britain’s decline in terms of the maturity of its industrial structure and massive changes in its international trade specialisation that occurred in the mid twentieth century. He maintained that poor manufacturing performance was only a minor factor.
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‘There is little point in training people, if they find themselves in a workplace that neither values nor utilises such skills.’


Marchington and Wilkinson (2005)





Fordism


This term reflects the mass production techniques pioneered by the car company in the early twentieth century, based on Taylor’s principles of scientific management. It involves:


Standardised products.


Assembly line production.


Simple repetitive tasks.


Low skill requirements.





The bottom line benefits of IiP


42,000 organisations in the UK have adopted the Investors in People standard. In the five years to 2004, IiP businesses increased profits by 2½ times more per employee than non-IiP ones.


Source: Quality South West.
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