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Abstract

This paper examines shifts in skills policy in Saotl towards emphasising the
importance of effective skills utilisation. Turiginpolicy into practice, however,
requires a better understanding than currentlyt®xs skills utilisation in order to
facilitate better measurement, evaluation and wetgion. This paper aims to
contribute to such an understanding. We suggest effective skills utilisation
comprises two distinct elements: the use of bettdls and the better use of skills,
with the former crucial to the development of ahhgkills economy and the latter
crucial to realising existing untapped workforcegmiial. We further argue that skills
utilisation is most likely where workers have thality, motivation and opportunity
to deploy their skills effectively. We conclude aglvocating greater collaboration in
skills utilisation practice and research betweelevient stakeholders, drawing on
European experiences and an approach — which WAS&IRRE — that envelops
actors, structures, protocols, responsibilitiespueces and expertise in order to align
distinct stakeholder interests and encourage inn@vpractice in skills deployment.






Introduction

Over recent years huge policy weight has been glap®n the shoulders of skill.
Skills have become the magic bullet to solve a eawfgsocial and economic problems
(Keep and Mayhew 2010). In Scotland there is a rkalde consensus across
political parties about the importance of skilld. (Bcottish Executive 2001, 2004,
Scottish Government 2007, 2010a). Even as the seresook hold, a belief that
skills would provide a key route out of the economhdwnturn and deliver sustainable
growth continued (Scottish Government 2010a).

The economic objectives underpinning skills pobeg both narrow and broad.
Narrowly, skills are offered as a solution to lotaggling concerns over Scotland’s
productivity relative to other advanced nationg;hsas the US and the Scandinavian
countries, and to emerging economies in South A&sist (Scottish Government 2007,
2008a, SSDA 2007). This productivity problem is pounded by the tendency for
Scotland (and the rest of the UK) to be trapped law skill equilibrium, producing
low value-added goods and services drawing on l&iN workers (Wilson and
Hogarth 2003). By way of response, skills policgleployed more broadly as a lever
to convert Scotland into a high skill economy; raaster Scotland with a globally
competitive industry based on high value jobs, witlogressive and innovative
business leadership’ (Scottish Government 2007: 4).

Distinguishing between these narrow and broad tibgs is important in
assessing the economic potential of skills pol&yme firms in Scotland need to shift
out of low into higher value-added product marké®&SDA 2007). However,
notwithstanding aspirations to create a smartetl&@uwd, the number of industries and
jobs that require better skills (as measured byiftpeions, particularly at Level 4
and above, i.e. degrees) is inevitably limited.yOmiminority of the workforce in any
country can be employed in the type of industries turrently require high skilled
workers: IT, pharmaceutical, aircraft manufactund &nancial services. As Crouei
al. (1999:227) state bluntly, ‘it is highly unlikethat employment of this kind will
ever be the major, or even a major, source of lds’j Claims, by the IES (2010) for
example, that other industries, such as retaikrolibts of highly skilled jobs are
unconvincing (cf. Grugulis and Bozkurt 2011). Thusilst it is right for government
to want to maximise the number of high skill jobsScotland, not all jobs currently

do or in the future will require high skills and ikers with degrees. Indeed, it is



important to acknowledge that most jobs will hoThis reality, however, does not
undermine the role of skills in improving Scotlamdeconomic performance, as
pointed out in this paper.

Importantly, policy thinking about how skills coifiute to economic
performance has developed considerably since deéwolulnitially, emphasis was
placed on supply-side initiatives to create mordtepeskilled workers through
education and training (e.g. Scottish Executive 1200 his policy has resulted in
workers with more skills acquired than are deployaéating untapped potential in
some Scottish workplaces. More recently, policy keagis has shifted to the demand
side and boosting employers’ demand for thesessfelly. Scottish Government 2007).
However it is recognised that the new policy emgheejuires finessing, with a more
targeted focus on skills utilisation within workpés (Scottish Parliament 2007). Yet,
as Keep (2003) has observed about Scotland and/lese, many of the policy
instruments that can achieve this change haveoyst tlesigned.

The objective of this paper is to help develop ¢hesssing policy instruments,
ultimately offering a new approach that we term FPABRE’. This approach emerges
from a review of existing policy debates, academegearch and workplace practice.
The paper has two main sections. The first briefiflines the shifting policy terrain
in Scotland and, with it, current problems in bgiblicy and practice. The second

signals what is needed to further shift the poleryain in Scotland.

The Shifting Policy Terrain

Starting from there ...

In the late 1990s, skills policy focused largelyinterventions in the supply side of
the labour market. Accordingly, the Scottish andhynather governments adopted an
‘active labour market policy’ (Scottish Executiv®@@.: 5) boosting education and
training. This development of the workforce wouldwas widely assumed, trigger

organisational and business development as emglogsponded to the opportunities
provided by more qualified workers and to the desisaof more qualified workers for

more rewarding work.

! New policy thinking will be required about how lthat are not high skilled can be made better,
which raises wider questions about job quality aot®and. This task is one that we have started, see
www.makingbadjobsbetter.org.uk



Boosting the supply of skills also benefitted gaweent, as skills hold out the
promise of reducing unemployment, poverty and ineamequality and for families to
have happier, healthier, fairer and more succedisks (Scottish Government 2007,
2008a). Enhancing the supply of skills also avaigsideological inconvenience and
practical challenges of direct intervention in thanagement of firms. Reluctant to
open the ‘black box’ that is firms, government mtenes in the supply-side of the
labour market because it can (Layard 1997). To dwe it was an approach that
seemingly had an intellectual justification. A raft prominent academic literature
makes the claim that there is a tight link (or &tium) between the skills of workers
and particular types of product; typically, low I workers produce cost-driven
goods and services; high skilled workers produaghdn value-added quality or
innovation-driven goods and services (for a shedraew see Lloydet al. 2009).
This approach transmuted into an assumption by rgavent and some academics
that education and training provides the workfod=velopment that then levers
organisational developménwhich in turn levers business development. Thasriy
better qualified workers would encourage differes¢ of these workers within firms
whose management would then need to rethink thremlyzt market positioning to
compete in higher value-added product markers,ethyereaking the low skill
equilibrium.

Unfortunately, this supply-side solution has notriked as intended. Whilst
there are now more better-skilled, that is qualifieorkers in Scotland, the country’s
economic performance has barely changed. As amteige of its workforce, Scotland
now has more graduates than England but its privilycand competitiveness still
lags behind England (Scottish Government 2007}e&tsthere is an over-supply of
qualified workers resulting in over-skilled and engtmployed workers. In Scotland
there are 240,000 more graduates than jobs requidndegree (Level 4+
gualifications). A similar figure exists for Leve® intermediate qualifications.
Moreover there are 724,000 jobs that require ndifqgaions but only 230,000
workers with no qualifications in Scotland (Felste2007). Worryingly, the figures
are worse than for the rest of the UK and the tra@pgkars to be worsening. Felstead

(2007:8) concludes that whilst ‘the education sysfm Scotland] has been successful

2We use this phrase as a shorthand for the nafueadership, management and job design within
firms. We are mindful that organisational developmé a term used differently in the human
resources literature (see IDS 2011).



in increasing the qualification level of the econcally active population, the
demands of the economy have not kept pace with dhesess’. If better-skilled
workers really are more capable, then Scotland Imasvhuge untapped potential in its
workplaces.

We argue that it is important to distinguish betwé®o types of employer
demand for skills: Type 1 centres on the pointicé land the skills needed to get the
job; Type 2 centres on the point of use and thiésskéeded to do the job. With Type
1, employers’ demand for skills has changed; tbatincreased. Many employers,
faced with a more qualified pool of applicants, esel workers with better
qualifications, seeing the possession of qualiicet as a signal of capability.
However the effect is that the qualification levielsobtain jobs spiral: jobs that were
non-graduate yesterday are graduate jobs todayEsesand Purcell 2004) and will
likely become post-graduate jobs tomorrow.

Untapped potential exists because while employexge hincreased their
demand for skills at the point of hire, Type 2 deohdor skills needed to do the job
has remained unchanged. There is no evidence #nandh more better-skilled
workers encourages employers to create jobs théseuthese workers’ skills
effectively. In other words, workforce developméris not triggered organisational

development, far less business development.

... got us to here.
Before the end of the 2000s, policy thinking wagibeing to take on board what
some academics had long argued: that raising warfskill levels is important but
not sufficient if innovation, productivity and comfgtiveness are to be improved (e.g.
Keep and Mayhew 1996, Warhurst and Thompson 198f)s must exist that use
these skills effectively and skills are now recagui to be a derived demand. As a
consequence, employer demand for skills becamendwe policy focus (Scottish
Government 2007), reflecting the view that ‘Ourlgem is not ... the supply of skills
but ... employer demand for skills and how thesdskite utilised in the workplace’
(Hyslop, Scottish Parliament 2007). In this respgcvernment’s concern is with
Type 2 demand and boosting skill at the point &f us

There are a number of reasons why Type 2 demauddfisult to improve.
Hutton (2010) blames banks’ lack of interest in plagient building of companies for

the UK’s lack of investment in innovation. Theresiame truth in his claim that UK
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banks have too readily ignored developing the Uprsductive capacities through
business re-engineering, favouring instead findnerggineering to make profits
(Erturk et al 2008). However, it also has to be said that tieeelack of demand for
this innovation on the part of some Scottish congmsrwhich are instead content to
‘bottom feed’ in low cost, yet still profitable ptact markets (Wilson and Hogarth
2003). Many firms don’'t actually need more quatifievorkers. As Futureskills
Scotland (2009) has repeatedly shown, there aresfdsgtantive skill shortages or
gaps amongst Scottish employers. Low skill equilitois are maintained because they
appear to work. However whilst cost-driven busingsategies might produce ‘quick
wins’ for firms, this situation remains a long-rworry for government. As Wilson
and Hogarth (2003: xvii) state, for many sectorsl aegions, ‘product and skill
strategies based solely on campeting on price are likely to prove a dead end’

It is the pursuit of profit and threats to that figrahat typically drives
innovation in the private sector (ABS 2008-9). Kexp (2010) points out, skills are a
third or even fourth order issue for employerssibusiness development that is the
predominant driver of change and so the first optesrity for employers, which in
turn levers the second order priority of organmai development, which in turn
levers workforce development, including skills dewpenent; a reversal in the
direction of change causality to that often assumed

Finding ways to enhance the use of the skills diyepossessed by many
Scottish workers now dominates policy thinking ircoand (e.g. Scottish
Government 2007, Skills Utilisation Action Group(®)2 The key issue is how to
stimulate more effective skills utilisation by ieasing Type 2 demand amongst
employers and tapping the latent potential in $stoorkplaces.

Why policy isn’t practiced

If more effective skills utilisation is now the po} priority, its firm-level practice is
weak. The reason, we argue, is that many empl@grive it as a policy solution to
a problem that does not exist. As market pressaresthe major influences on
business development, firms will shift out of cdsiten to higher value-added
product markets in line with market signals (Swetgal. 2009). The need for this
change is real for these firms in Scotland whiatefand recognise pressure to shift

% Scotland is leading policy development in thispexs (cf. OECD 2010, Skills Australia 2009,
UKCES 2009).



their products up the value chain in response tensifying competition in terms of
rising product specification standards and low comnpetition in global markets
(SSDA 2007).

Currently, however, skill use remains a lower ondsue for many employers.
Promoting more effective skills utilisation requirepening the black box of firms to
examine the higher order issues — work design, genant and leadership, and
business strategies respectively (CfE 2007). Howesentent with their existing
operations, many employers have little incentivepen the black box, ‘not because
they haven't seen the “light” but simply becausdaesn’'t make economic sense for
them to do so’, note the CfE (2007: 16). First,tarsven product markets may have
low margins but can still be very profitable. Herfoe many cost-driven firms it is
‘business as usual’ as they bump along the bottadnn@ither innovate nor move up
the value chain and so use skills any differertdgdarthet al 2004). Second, there is
no employer penalty for under-utilising employe®&e\an and Cowling 2007), a
situation exacerbated in an economic downturn wiabour turnover and retention
problems diminish (Wilson and Hogarth 2003). Asoasequence, incentives to use
skills effectively or upskill jobs may be difficulio discern in the short-term for
employers.

There may be three reasons why employers do nateiper the lack of
effective skills utilisation as a problem. The fiireason is that, as noted above, there
is no product market signal about the need to obhagerations as sufficient profits
are maintained in a low skill equilibrium. The sedamight be that there are market
signals that some firms need to develop their lmsses but these signhals are not
being picked up by management because they lackhiliy to interpret those signals
or the ambition to act on them. The issue herbagjuality of management. The third
reason may simply be the proximity of the markgnals and variation in the time
horizons of managements’ planning. This problemtzaparticularly acute for SMEs
with fewer specialist managers and other staffsambbss capacity and/or capability to
read any signals.

While under-utilising the skills of their workersay not present employers
with immediate problems, it does represent a misspportunity for business.
Improving skills utilisation can provide immedidtenefits through decreasing skills
shortages and gaps, easing recruitment difficul{®sottish Government 2011),

reducing labour turnover (UKCES 2010c) and incmegsihe expenditure of
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discretionary effort by employees (Appelbaetral 2000). By contrast, jobs in which
skills are under-utilised are demotivating, aliemgtlessen job satisfaction and lower
levels of well-being (Greeet al 2010, Helliwell and Huang 2010). There may be
additional longer-term benefits for employers: protivity gains (Floodet al 2008)
and, importantly, the possibility of incrementalopess and product innovations
(Toner 2009).

It is important to note that innovation can ocaumll types of firms. In terms
of productivity gains, big, epoch-making productigroduction innovations are rare
(Cowen 2011). More usual are incremental product process innovations. For
example, single large auditorium cinemas brealhepd auditoriums to accommodate
more screens and become multiplexes, showing marees per day; low cost
airlines use front and rear cabin doors to moreckdyi embark and disembark
passengers so that an extra flight per day candmerifoner 2009). Although their
extent and nature within a firm can vary considbraguch incremental innovations
are fairly common, and can increase skill levelthini firms and boost employment
(Leigh and Gifford 1999).

How policy might be practiced

The task is to change employer behaviour to re#isse opportunities. Some argue
that if the potential business benefits do not wwer employers to more effective
skills utilisation, intervention will be needed (§tad 2007). The task for government
is to identify appropriate forms of interventionathcan lever more effective skills
utilisation. There are two broad options.

First, employers may respond to regulatory requamis to improve skills
utilisation. There is evidence that in some sectagulation has resulted in an
upskilling of the workforce in Scotland (Sureg al 2009). However regulation is
difficult to direct towards skills utilisatioper se Employers can spend specified
amounts on training employees but, if merely thereditation of existing worker
competencies, this spend will not necessarily ted@snto new skill development or
different skill deployment (Gospel and Lewis 2018)milarly, licences to practice
could be used to set national standards for s&gkpssion (CfE 2007), although again
possession will not necessarily equate with deplywnin any case, extending



licences to practice beyond current requiremergsblean ruled out in the UK both by
Leitch (2006) and more recently by UKCES (2009b).

The second option appears to be soft substitutanttie market through
persuasion. In the absence of market need andategulrequirement, government
has taken to exhorting employers to improve th&ilissutilisation. The Scottish
Government’s Skills Utilisation Action Group (2008r example wants twaise
awarenessof the need to have more effective skills utilisat help organisations
achieve it angupportthe agencies and stakeholders who can delivitraims to do
so by having a suite of good practice examplesddd to persuade firms about the
benefits of effective skills utilisation. It is a§ through these exemplar projects,
employers will see the light and accept the impuarésand necessity of more effective
skills utilisation. This option makes sense withie voluntarism of the UK’s liberal

market economy.

Problems changing practice

Unfortunately, it is not clear what employers areinly exhorted to do. Skills
utilisation is not well-recognised amongst, or ustieod by, employers. Employers in
both the CfE (2008) workshops and the SWQ Congul{2010) case studies in
Scotland did not recognise the term skills utilmat If employers have difficulty
knowing what it is, it is obvious that they willah have difficulty engaging with it as
government policy and adopting it as workplace ficac

The development of policy and practice in relatiorskills utilisation needs to
be underpinned by greater conceptual clarity andraftysis of existing good practice.
Yet as the Scottish Government acknowledge, tlsevery little research in the UK or
in Scotland on effective skills utilisation (ScettiGovernment 2008b). This situation
is not peculiar to Scotland. As Buchananal (2010:2) note in a review for the
OECD, literature on the subject is ‘patchy and diafe’, with little workplace level
research that would help clarify the nature of@ffee skills utilisation. With a lack of
conceptual clarity over what skills utilisation aally means, there is then a problem
in measuring skills utilisation (Payne 2010).

In the absence of a clear specification of whatstitutes skills utilisation, a
proxy is often used: high performance working (HPM@JE 2008, SQW Consulting
2010), an approach also employed at UK level (Gi&@t0D, UKCES 2010b). This



emphasis seemingly offers a neat aspirational @sal inspirational) benchmark of
better workplaces and a target to direct effortsgémerate high skilled workers
(UCKES 2010b).

Yet while there is overlap between some of the misgdional and work
practices associated with skills utilisation and WHRsuch as job redesign and
employee engagement), and while HRWy facilitate skills utilisation, the use of
HPW as a proxy for skills utilisation is unhelpfok a number of reasons. First, the
take-up of HPW amongst firms is not high in the Witends to be more topical than
typical. Whilst some HPWpracticesmight be adopted by some firms, few firms in
the UK have anything that might be loosely accemsdan HPWsystem(Philpott
2006). Second, some of those practices, for exarfgrlmal employee grievance
procedures, whilst regarded as ‘high’ in the USrfr@here much of the research on
HPW is drawn, are ‘basic’ practices in other comstr(including Scotland) (Boxall
and Macky 2010). Their presence, therefore, wimigtortant, is insufficient to boost
effective skills utilisation in these other couatri— or it would have already done so.
Third, the link between HPW and firm performanceaisbiguous, with causality
difficult to measure generally and the specific &gpe role within it also difficult to
evaluate (Payne 2010). Fourth, although assessofertPW practices note the
existence of upskilling, which is and which can beeasured through training
incidence, skills utilisation per se is not meadutastead a further set of proxies are
used, such as the existence of quality circlesimighfirm (Huselid 1995). There is
plenty of research that shows that quality circlas be little more than talking shops,
have a limited shelf life and can result in produtt gains through work
intensification rather than through more effectskals use (Wilkinson and Willmott
1995). Fifth, there is little consensus about tldinition of HPW practices, the
bundle of practices that characterise it and thmhioation of these practices that
work best, plus there are said to be negative itspac employees associated with
some of these practices (Huselid 1995, Ranes@y2000). Using a proxy that is itself
contested only further exacerbates the problemezsuring skills utilisation.

There are thus three challenges in moving forwalicy on skills utilisation:
definitional, measurement and evaluation. A debnit is required before
measurement, both taken together enable identdicaif what currently exists and
can provide a benchmark from which any change mrvention can be evaluated.

Payne’s (2010) solution to these challenges is dolicy-makers to pursue an
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inductive approach to skills utilisation, examinwgat is out there and then working

towards measurement and evaluation of it.

Shifting the policy terrain

Towards a better understanding of skills utilisatio

In contrast to Payne, we argue that a deductivénideh of skills utilisation is
possible which then allows measurement and evaluatiVe suggest that debates
about skills and their utilisation often fail tostinguish between the skills possessed
by people (P) and the skills required by jobs y&}, this distinction is important in
disentangling different types of skill/jobs misntaés and understanding what action
iIs required to achieve effective skills utilisatidsy firms. For simplicity, the
relationship between employees’ skill and jobs take three forms, as Table 1
illustrates. Where P=J, employees’ skills are eifety matched to the requirement of
jobs i.e. utilised effectively. Where P<J, emplayéseck the skills to perform their job
appropriately. Where P>J, the skills of employeesumder-utilised. These positions
are static. In terms of remedial action, P<J mehastuse of better skillss required
and so skill acquisition, or upskilling, neededtbe part of workers. P>J means that
firms need to makbetter use of skillsvorkers already possess. Both actions achieve
P=J, in other words, effective skills utilisatiorlowever the two actions have
different policy resonancesBetter use of skillfocuses on doing a job betteise of
better skillsfocuses on doing a better — that is, higher skie job. Firms can train
workers to address skills gaps but without necédgsiaicreasing the levels of the
skills possessed by these employees; using bédilés mvolves upskilling and so
movement towards the high skill economy desiredgbyernment. Firms making
better use of skills addresses the untapped palterftworkers and levers the existing
sunk costs in skills acquisition. Significantlyethatter form of skills utilisation can
occur in any firm regardless of product markettetyg, not just those that are in high
value-added product markets. Moreover, we recoghasewhilst under-utilised skills
can be acquired through formal education and trginthey can also be acquired
experientially, through practice and so can exisibRagst any workers with tacit
‘know how’ about their jobs. Thus our approach bpplicability to a broader range

of firms and workers.
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Table 1: Understanding skills utilisation and relakd actions

Configuration Meaning Remedial action

Effective skills utilisation as the

P=J skills of the person and job are None
matched
. Use of better skills needed, so
P<J Workers Iack_(t)f;)e skills to do the upskilling through training and
JOD. education
Workers have more skills than )
P>J their job needs and so are under‘-Better use of skills needed to tap

utilised. existing potential of workers

A note of caution is needed at this point. Our apph is useful for
government because it envelops the boosting of everkskill acquisition and the
boosting of how workers’ acquired skills are degldy However where skill/job
mismatches exist, equilibrium can be achieved lsima or lowering skill levels.
Where P<J, employers might remedy this situationdbgiding to maintain their
current business strategy and achieve a matchitigeadkills required to do the job by
hiring lower skilled workers. Given the increaseTiype 1 demand that we outlined
earlier, this development is unlikely. Moreovemibuld counter government policy
aspirations.

What is required is identification of the workplacenditions under which
more effective skills utilisation might occur. Ihis respect Appelbauet afs (2000)
work on the way in which employees’ discretionaghaviour can be harnessed to
business outcomes can be adapted: effective gkillsation involves workers’
ability, motivation and opportunity (AMO). While gksupply can ensure employee
ability (i.e. employees possessing the skills to deployed), employees need
sufficient motivation to deploy that ability (e.fprough improved job security and/or
a share in the material benefits of innovation prmbuctivity gains) and employers
must provide the opportunity for them to do so (¢hgough particular work design,
and management and leadership styles). Effectivids sktilisation thus requires
management and organisational practices, procemsgsapproaches that support,
inspire and enable employees to use their skillbast effect to improve business
outcomes. These requirements distinguish our canakgation from that offered by
Bateset al’s (2009: 11) and which is buried in a techniagbort for UKCES. They

11



suggest that effective skills utilisation ‘impliagarticular concern with identification
of workforce talents, designing work in such a vlagt the talents are optimally used
and offering opportunities for employees to conttéh to shaping the broader
development of the organisation’. This formulatraghtly envelops workers’ ability
and opportunity but ignores their motivation. Atirée elements of AMO must be
present for more effective skills utilisation. Wavie already noted the benefits for
employers but workers must also have an intereskilis utilisation for it to be
delivered. Such benefits might include better j@gcusity, more interesting work,
better career development opportunities and thenpial for enhanced earnings, as
recent Scottish case studies have shown (Firetlay 2011).

For workers, acquiring better qualifications idl §teneficial — even if the rate
of return to qualifications for individuals is benomg more ambivalent (Wolét al
2006). The deployment of skills in UK workplaces deliver more incremental
process innovations has too often led to heada@ahictions and work intensification
(Wilkinson and Willmott 1995). In other instancasrfs have boosted productivity
and profits without sharing those gains more wideh workers (OECD 2011). Yet,
workers can be incentivised by improving job seguaind providing higher wages.
The challenge is to align employer and employeer@sts around skills utilisation.

In terms of measurement, Payne (2010) is rightr¢mea that survey data is
useful but limited, needing to be supplementedoogitudinal in-depth organisational
case studies employing qualitative analysis thgs dielow the surface of survey data.
We also agree with his point that good evaluatialh sequire the use of ‘action
research’, involving researchers with an orientatto and experience of applied
research who are able to work with practitionersbtoker and solve business
problems® Unfortunately, the cadre of UK researchers besttipned to understand
why skills utilisation is poor have, in recent ygasettled into a comfort zone of
criticising policy and practice rather than engagwith it and seeking to improve it
(Warhurst 2005). Moreover, the interface of inteseendmodus operandbetween
researchers, government and practitioners in the ifJKkveak with none really
understanding each other’'s needs (Crouch 1998, W&trB009). In this respect the
focus on the ‘Definition— Measurement» Evaluation’ process overlooks perhaps
the most important stage — that of change, ane tisea need to shift from identifying

“ For a short overview of the origins and operatibaction research see Beirne (2008).
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what currently exists to what might exist in termf skills utilisation. If more
effective skills utilisation is to be achieved itdland there needs to be greater

exploration of the feasible interventions that nigést affect the desired change.

Aligning policy and practice

For employers, the prize of improving skills u@isn is the opportunities it brings to
improve business outcomes. Exhorting employersilg likely to be successful if it
appeals to their interests. Others stakeholdeirscipally government and employees,
also have an interest in more effective skillsigdtion. The challenge is to align
employer interests with these other stakeholderésts to establish mutual gains.

UKCES (2009a, see also Cox and Stone 2009) hasdglreignalled the
desirability of taking ‘collective measures’ butodses to focus on employers as a
collective. This narrowness is limiting. Employeray well learn from each other
through collective engagement with skills issuetibis, as yet, untested and there
may be good reason for cynicism in expecting engif®yo do collectively what they
have not done individually, particularly in the ahse of immediate market carrots or
regulatory sticks to change their practice. Wegssgthat greater progress would be
made with a more inclusive operationalisation @& #ollective’. This should include
not only employers but also government and empgyaad should recognise that
there are also secondary actors who can have iemg@tipportive roles: trade unions,
employer organisations, researchers and consultawgs obviously.

In seeking to improve incremental workplace innmraspecifically, Ramstad
(2009) has already identified the importance oséhstakeholders acting in concert.
She argues that what is needed is concept agreesystgmic tools, project funding
and political (government) and social partners’ géayiers and trade unions) support.
It must also involve a co-ordinated formal and infal network of colleges and
universities, research institutes, consultanciesst labour market organisations and
policy bodies. Such a system would encourage af iplement the incremental
innovation that is needed.

Ramstad accepts that this approach relies upon gearent-employee
collaboration and co-operation and that, as a cpresece, it is closely linked to
management’s right to manage. For this reason gowemts are more fearful of

engaging this approach to supporting incrementabvation, opting instead to focus
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on approaches that purport to deliver ‘big bangowations. Examples of Ramstad’s
preferred approach therefore tend to occur mogtenScandinavian countries and in
Germany. In Denmark, for example, there are nowidmal growth fora’ involving
regional partnership between the actors respons$drldusiness development and
labour market policy and which aim to better linkrkforce development to business
development (OECD 2008).

Given the difficulties so far in developing effeai skills utilisation in
Scotland, it is time to overcome this fear and esplthe practical conditions under
which this approach can be developed. The Bett¢iQdeaper campaign in Germany
offers such an opportunity. Its starting point lie theed for business development

from which organisational and workforce developnfetiow.

The Better Not Cheaper Campaign

In 2004, aware that Germany ‘can’t beat Beijing pite’, IG Metall (Germany’s
largest trade union) launched the BNC campaign amttN Rhine-Westphalfa to
involve unions and employees in business and wadeptestructuring. The campaign
is one illustration of how the state, employers pkyees, unions, consultants and
researchers can usefully combine not only to géaexaobust evidence base about
what works but also to resolve real business probléhrough the more effective
deployment of workers’ skills and capabilities. lon@antly, workers have the ability,
motivation and opportunity to engage with thesdrmss problems.

The BNC campaign, details of which are provided Box 1, includes
interventions that facilitate workers doing jobgtee and doing better jobs. While
many of the BNC workplace interventions have begwed by crisis or impending
crisis, in others developments reflect a proactipproach by stakeholders. In either
case, positive outcomes require stakeholders topes, capable of engaging with

strategic business issues and convinced of thetaitéor real and mutual benefits.

®We are grateful to Achim Vanselow of Deutscher @gwchaftsbund and Gabi Schilling and Thomas
Haipeter of the Institut Arbeit und Qualifikatiohthe University of Duisburg-Essen for the mateiial
this section (Schilling and Vanselow 2010, Haip@@11).

® North Rhine-Westphalia is an important lande inr@any: alone it ranks 17n the world in terms of
GDP, employs 8.7m workers and has the headquarte2d of Germany’s top 50 companies. It is a
services-dominated economy but retains significaaufacturing capability.
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Box 1: The background, operation and outcomes of Ber Not Cheaper

Triggers: Germany has long enjoyed an enviable reputationitéohighly skilled
workforce and its highly productive, innovative aswmpetitive economy. Increasing
global competitive pressures in the last decadee,hhowever, resulted in mofe
German employers introducing temporary contraeducing working hours and off-
shoring production. This development has createdticpdar challenges fo

government, workers and trade unions. In North BiWestphalia, the lande
government’s economic strategy focuses on stiimgatinovation in a small number
of prioritised industries, including engineeringdathe creative industries. This
economic strategy is founded on a ‘Culture of Dgale’, involving government,
employers, unions, NGOs and citizens.

Objectives: The BNC campaign challenges existing businessegies and develops
informed alternatives to short-term cost cuttind. it8 heart is an assumption that
businesses can benefit from employee input to, ggrgant with and co-operation |in
managing change and/or crisis. Employee input isuraed to contribute
constructively to developing mutually beneficialllgmns such as product and
process innovation, identifying cost savings andettgping new activities and
markets. The BNC campaign however aims at more tkhart-term crisig
management; it aims to build sustainable innovation

Levers: BNC involves joint working between employers andpéoyees, through
works councils, to devise mutually beneficial smos. Previous German research
confirms the potential of works councils to suppomovation where they have
sufficient expertise and support, and where thepui is taken seriously by
management.

Process: Where employers accept the principles and oriemtabf the BNC
campaign, any employer proposals for change arkuaea by the works council,
with support from the trade union and consultamipleyed by the trade union. This
evaluation examines the implications of any prodageange for the business and [for
employees against the benchmark of long-term gfi@solutions. To enable effective
evaluation of employer proposals, works councile given detailed access |to
company financial information. Employers must make&onvincing case that any
change is both necessary and likely to be effectivieere the works council accepts
that the proposed change can enhance businessohingt or ensure business
survival, they can sanction temporary deviationnfrandustry-wide collective
agreements. This sanction represents a powerfehtive for employers, given the
weight of such agreements in Germany. Where thé&svoouncil does not accept the
management case, alternative solutions are propQsezk agreement is reached, the
works council monitors how management adhere téeitmes of the agreement.

Stakeholder interests: The prize for employers in engaging employeesunhes
greater flexibility in relation to collective agments, the freeing of resources for
investment and the in-sourcing of additional expertfrom academics and
consultants. For employees and works councils, flierarise from their enhanced
participation in processes of organisational chamg@ch might, without this
participation, be detrimental to employee inter@sterms of job security and terms
and conditions. For unions, the process engages ithehange of crucial relevance|to
their members and generates new roles and acsiviithough greater involvement|in
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the management of crisis is not without risk foioms. Academics provide direct
expertise and act as knowledge-brokers for the svaruncils. Consultants are
employed to provide expertise to lever, for exampdéehnical change and change
management.

Challenges: For all stakeholders, engagement with the BNC @agmp involves
significant learning about the issues facing indiixl businesses and developing rew
forms of communication and relationships requiredstipport the BNC approach.
BNC engages works councils directly with strategiod operational business
decisions, casting their members in a challengalg that requires expertise in their
employer’s business and extensive engagement i fellow employees. Wor
council members thus require particular competenared skills as well as access to
expertise relevant to the needs of their emplogadsco-workers.

Process outcomes:To support the education and professionalisationwofks
councils required to support BNC projects, new treteships between employets,
trade unions, academics and wider industry actave lbeen established. Supported
by funding from the Germany education ministry,la@iobrative arrangements have
been established that encourage dialogue, knowledgange and knowledge
transfer between universities and businesses throwgrks councils. These

arrangements enhance the accessibility of exp&tnnation, targeted to individual

business priorities, and enable knowledge dissdmmatransfer and exchange. The
overarching aim is to build a constructive and watose network that brings together
scientific expertise, business and employee expesiadirected to the long ter
development of business in ways that also servdayeg interest.

Crucially, the engagement of individual firms withe BNC campaign has wider
impacts. Works councils are connected in regionad sectoral networks, and
deliberate strategies are pursued to transfer letyd and good practice betwegen
works councils and hence across firms and sectmademics, works councils and
unions provide benchmarking data for use by otlenpganies, engage in industry
specific workshops, construct and disseminate immgusports, generate survey data
and construct strategic and procedural guidelisewell as protocols for continuouis
learning for all participants.

Business outcomesThe immediate outcomes of BNC projects have b&dang. In
the 137 plant-level cases to date, there have pexess and product innovations; re-
training and re-deployment; the shelving of businedocation plans; new customers
and markets; employment growth and significant cgestings, often resulting in
increased investment. In some cases, managemeatréawired convincing as to the
merits of engaging with works councils on workplaseovation; in other
management have viewed the BNC campaign as aisamifopportunity to develo
their businesses.

The systemic supports provided by co-determinatiwangements in Germany
and the history of constructive, joint working argg@ments between strong employer
organisations and trade unions assist a collaverapproach to business

development. At first sight, therefore, the GernBIC campaign may seem of little
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relevance to Scotland. Germany is a co-ordinatedkeh@&conomy as opposed to the
liberal market economy of the UK and has a diffeiestitutional context (Hall and
Soskice 2001).

However the BNC campaign has resonance with Shotiicumstances and
offers lessons for Scotland about effective skilldisation. First, there is already a
significant degree of concerted stakeholder palieyelopment in Scotland at national
level and which continues with changes of governim&econd, there is also
extensive partnership working between employersteatk unions across major parts
of some sectors in Scotland. Third, in any cas#iainsocial partnership is not a
precondition of BNC. There is confrontation as wadl consensus amongst the BNC
cases. More important to supporting constructivgagement with the BNC campaign
is openness amongst all of the stakeholders tmbssidevelopment and what follows.

Most importantly, the aims, objectives and operatiof BNC are not
necessarily context specific. The challenges froniciv BNC emerged are common
to Scotland and many other advanced economies. é¥lgriessures may drag firms
into a ‘race to the bottom’ in terms of skills ajuib quality in these countries, at a
time when government policy is promoting a shifhigher-value activities. Looking
more positively at the potential of BNC, many firmsght benefit from such an
approach in responding to and seeking out busimgg®rtunities which lever
untapped employee potential.

Whilst BNC has resonance with Scotland, operatisimg something similar
would require a number of important issues to bdresbed. Existing stakeholder
collaboration in Scotland is largely centred onphélic sector and a small number of
large private sector workplaces. The vast majooityfirms in Scotland are SMEs
many of which are currently beyond the reach ofonsi More broadly, moving
forward requires the key and supportive actorseteetbp structures and protocols to
support sustained activity around more effectivdisskutilisation. The latter is
unlikely to happen unless government creates thlet incentives for stakeholder
participation. These incentives would helpfully reovscotland beyond current
reliance on recognition of good practice exempiapersuaders. Instead incentives
would trigger normative and, if necessary, coergs@norphism amongst Scottish
firms and embed desired practice, as is commonpédready in many advanced

economies for other purposes (DiMaggio and Povwasi).
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Beyond incentivising the primary actors and develgpthe appropriate
protocols to support change, what BNC also higltdigh the importance of external
expertise that allows for a re-framing of businesfationships, challenges and
opportunities. Given the existing weakness in thieerface between government,
practitioners and academics, a key task for Scotlaii be the building of a critical
mass of researchers with expertise in skills isalds and willing to undertake action
research to support government, employers and gegdoto deliver more effective
skills utilisation.

We call this approach ‘ASPIRRE’ as it involves astostructures, a set of
protocols that identifies the responsibilities aedources to incentivise change, and
the accessing of internal and external expertibe. grize for government in adopting
it is an opportunity to move beyond episodic reacinterventions and encourage a
sustained change in how firms in Scotland operbi@ving a supportive system
around skills utilisation would allow Scotland te more proactive in its economic
development. There would be in place a system fonticuous business,
organisational and workforce development throughiciwhmore effective skills
utilisation might take place. This sustainabilisy important because strategies that
only focus on short-term business needs simplyfaaia low skill equilibriums, can
run into difficulties and ignore longer-term ecoriordevelopments and opportunities
(OECD 2008). As the OECD states, ‘policy cannob@ffto be primarily reactive, but

also needs to engage in promoting change withietba@aomy’ (2008:3).

Shifting Scotland’s thinking on skills policy still further

Skills remain important in Scottish policy thinkini is now, rightly, appreciated that
the supply of more workers with better skills ispontant but not sufficient. Target-
setting for the expansion of training and educakias failed to deliver an innovative,
higher productivity, more competitive economy faro8and. Employer demand for
skill is now recognised as necessary, though tlkeimathd can be both to obtain
employment (leading to spiralling credentialismyldo do the work. It is on this latter
Type 2 demand involving effective skills utilisatiadhat policy attention is now
focused. Unfortunately, there is little researcl®ootland or elsewhere to support this
new approach and the translation of policy intenio iworkplace practice has been

limited. This policy to practice gap is underpinngddefinitional, measurement and
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evaluation problems. These problems are not pectdiaScotland but do require
addressing in Scotland in order to develop theessgfal policy instruments that Keep
(2010) flags as necessary.

The starting point has to be better understandihgkdls utilisation. To
facilitate measurement and evaluation, there igedrio stop using proxies of skills
utilisation and, instead, develop a definition. Weggest that effective skills
utilisation comprises two possibilities: the usebeftter skills and the better use of
skills. The former aligns with the government’s idesor a high skill economy but
has limitations in terms of the number of jobs &ypks of workplaces that feasibly
will be high skill in Scotland, as any country (Qoh et al. 1999). The latter draws
out the untapped workplace potential of an ovedifigd Scottish workforce
(Felstead 2007) and can be applied to most if HloSeottish workplaces where
workers have the ability, motivation and opportyntid deploy their skills effectively,
regardless of whether these skills are derivedutiitdormal education and training or
experientially.

Whilst we have defined effective skills utilisationterms of skills matching to
lever the better use of skills and the use of bedkdls, the two are not mutually
exclusive. In fact, some of the practices necesgadeliver the better use of skills
feature in workplaces wanting to use better skills.both cases, however, skills
utilisation needs to be driven by business devetpgmAs Wilson and Hogarth
(2003: xvi) conclude:

Without significant changes to product market sgas ... work
organisation and job design, improving the skills those who
undertake these jobs may achieve only limited tesarid may lead to
over-qualification and to skills that are undeiiséid or not at all.

It is time, therefore, for policy to acknowledgeathwhat happens inside firms
matters and appreciate that whilst direct intemoenby government inside this ‘black
box’ may be neither feasible nor desirable, theyeairole for government in
establishing the infrastructure necessary for adnzased approach to innovation as
suggested by Ramstad (2009). Once establishegysiism allows the building up of
expertise in effective skills utilisation advocatey Payne (2010), the exchange of
experience and thereby benchmarking within and &éetwindustries (Sungt al
2009), and within and between countries (Carré &itgd 2012). The German BNC

campaign offers an example with lessons about hnemaapproach can be developed
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in Scotland. It shows how all stakeholders can waorkpartnership and how the
interests of the key actors can be aligned.

This alignment of interests will not happen spoetarsly but requires
deliberate encouragement. What is needed is anoagprthat envelops actors,
structures, protocols, responsibilities, resourses expertise— what we call ASPIRRE
— or more prosaically, who does what, when, howwhg. Such an approach, as with
BNC, represents what Payne (2010) has suggestezeded in Scotland in terms of
developing not just good research but also gooduatian of skills utilisation
projects: action research that is case study facusghich academics, appropriately
incentivised, engage in applied research with govent and practitioners to broker
and solve business problems. Of course, as yet iseno longitudinal tracking of
BNC cases and a longitudinal approach is importantevaluative purposes and,
more practically, for effective skills utilisatiolm spread beyond specific firms and
become embedded not as good practice but as sthmdertice.

If Scottish policy thinking has shifted in recemays, it needs to shift further if
effective skills utilisation is to be achieved. 8and can make that shift. As Glyn
(2006) has argued, in a global economy, governmargsnot wholly constrained;
they can exercise policy choices. If Scotland cargs to bump along the bottom, it
will be vulnerable to competition from low wage aomies elsewhere in the world.
Maintaining the status quo in Scotland will onlynferce the low skill equilibrium,
with low skill workers continuing to receive low g@s and only able to consume low
cost goods and services, while firms in turn aré @ble to produce cost-driven
goods and services (Keep 2000). The cycle neells twoken and we need to aspire
to something better.
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