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Specialised skills in the economy: who is well 
placed to update and adopt?

• Large companies can specialise –

• One of Adam Smith’s great insights was the 
extent to which division of labour can increase 
output

• This carries over to adoption of changing 
technologies at the margin of a specialist’s 
specialism – most improvement is gradual 



Innovation and division of labour are 
very different things

• Small and medium sized firms in the economy are 
not just the major employers but the seed bed 
for ‘disruptive’ technologies and future 
innovation-fuelled growth (and new large 
companies)

• But most small employers are working in 
established fields, and they are multi-tasking –
which often makes them very good places for 
apprentices to train and very badly placed for 
‘upskilling’ by senior employees



Digital skills provision

• A ‘skills’ system which is well designed to 
enable effective specialisation by large 
companies, and produce future innovators, 
and help small companies upskill needs 
multiple institutions

• In England (and indeed Scotland – but with 
different failings) skills policy has led to 
extraordinarily imbalanced provision 



Briefly, we do well at developing high level 
skills and generating large numbers of 
graduates (probably too many in this area)

We do a very poor job of creating a flexible 
system for short intensive upskilling of the 
type most small companies need. Large 
companies can afford to create bespoke 
training courses for ‘top-ups’. Small 
companies depend on publicly provided 
infrastructure.



A summary of relevant policy (1)

• Rapid expansion of well funded HE

• FE funding declining fast in real terms, 
including per-student/qualification

• Recent moves have made any moderately 
advanced education/training for age 19+ loan-
dependent or ‘co-funded’, and, in practice, 
tied to formal qualifications



A summary of relevant policy (2)

• Companies can treat training expenses as tax-
deductible – but on much less favourable terms 
than R & D

• Self-employed people cannot

• Adult education budgets are increasingly directed 
towards low levels/basic skills and the 
unemployed

• Higher education funding policy has greatly 
reduced the number of part-timers and adult 
returners





Current system fails to provide progression opportunities for 
lower-achieving young adults (KS4 2011): % of cohort

Highest level of 
education

2012 2013 2016 2017

Level 1 or 
below

31.1 26.8 24.6 24.4

Level 2 11.2 10 10.1 10.1

Level 2 + 
Apprenticeship

1.4 1.3 1.3 1.3

Level 3 
Vocational

14.6 15.4 11.2 10.4

Level 4 mix 2 3.8 4.2 3.5



Skills policy is only one small part 
of what drives technology 
adoption –

but it certainly not helping it


