
The Missed 
Opportunities of 
The UK Skills Levy 
Whitepaper (2026)
Why UK Businesses Are Failing 
to Use the Skills Levy — and 
What It Means for the Future 
Workforce



Executive 
Summary
Employer investment in training has 
fallen sharply across the UK, creating 
unnecessary costs for businesses 
and weakening the country’s ability to 
compete in an economy increasingly 
shaped by AI and automation. While skill 
requirements are accelerating, employer-
supported development has not kept 
pace, leaving many organisations 
struggling to recruit, retain, and upskill 
staff at the speed demanded by the 
modern workplace. 

Central to this underutilisation is an 
enduring ‘perception gap.’ Far too many 
business leaders still view apprenticeships 
through the lens of social mobility or 
entry-level youth recruitment—relegating 
them to CSR projects rather than strategic 
business assets.

In reality, the Skills Levy is a high-
performance tool for upskilling early and 
mid-career professionals in the digital 

and AI-native skills now essential to how 
work gets done - automation, leadership, 
data control and analysis, product 
development, security, privacy etc. 
Until organisations stop viewing funded 
training as a ‘resource drain’ for school-
leavers and start seeing it as a pre-paid 
engine for executive-level growth, the UK 
will continue to see billions in levy funds 
go to waste while talent gaps widen.

At the same time, government policy has 
evolved, particularly the shift from the 
Apprenticeship Levy to a broader Skills 
Levy, expanding the scope for employers 
to develop mid-career staff, support 
role transitions, and build future-facing 
capabilities. Yet many organisations 
still underuse these schemes due to 
complexity, misconceptions, or a lack 
of clarity about how to apply them to 
business needs.

As employer-provided benefits have 
declined, more workers are paying for 
their own learning. Evidence shows nearly 
half of those undertaking online training 
self-funded it. But the business risk is 
often overlooked: employees who must 
self-fund essential development are 



significantly more likely to leave, while 
those supported to progress are more 
likely to stay. In a tight labour market, this 
misunderstanding damages retention, 
productivity, and institutional knowledge.

AI and automation are now reshaping 
job roles at pace, increasing demand 
for digital literacy, AI fluency, and core 
human skills such as problem-solving, 
communication, and leadership. 
Businesses that invest in these areas 
see measurable gains in productivity, 
adaptability, and innovation. Those 
that do not risk falling further behind 
competitors who align their development 
strategies with emerging technologies 
and make full use of government-
supported options.

Key points:

Employer investment in training 
has decreased, reducing workforce 
capability and competitiveness.

The transition from the Apprenticeship 
Levy to the Skills Levy creates broader 
opportunities for mid-career 
development and role transitions, but 
uptake remains uneven.

Many employers still lack awareness 
or confidence in using funded 
programmes, limiting their impact.

Workers are increasingly self-
funding their development, and 
this contributes to higher turnover, 
contradicting the belief that training 
investment encourages staff to leave.

AI and automation are transforming 
job requirements, increasing demand 
for digital capabilities and core human 
skills.

A shared approach is needed: 
employers investing strategically, 
government continuing to expand 
accessible pathways, and employees 
engaging in continuous learning with 
clear support structures around them.

This whitepaper outlines how UK 
employers can better use the Skills 
Levy and wider training ecosystem 
to strengthen productivity, improve 
retention, and position their 
workforce for long-term success in a 
rapidly changing labour market.



1. Introduction 
Employer investment in workforce 
training across the UK has declined 
steadily over the past decade, at a time 
when skill requirements are accelerating. 
Responsibility for development has 
increasingly shifted from organisations 
to individuals, particularly in technology-
driven sectors where AI, automation 
and digital change demand continual 
upskilling. This misalignment is creating 
unnecessary costs for businesses, 
weakening workforce capability, and 
undermining long-term competitiveness.

Evidence consistently shows that UK 
employers train a smaller proportion 
of their workforce than many European 
counterparts. Where training is provided, 
it is often limited in scope or impact, 
focused on a narrow segment of 
employees rather than embedded 
as a strategic business priority. This 
underinvestment contributes not only 
to persistent skills shortages, but also to 
uneven outcomes across regions and 
industries.

At the same time, many employers 
are failing to take full advantage of 
existing government-supported training 
pathways. Limited understanding of 
funding mechanisms — including the 
evolution from the Apprenticeship Levy 
to the broader Skills Levy, alongside 
initiatives such as Skills Bootcamps 
— continues to suppress uptake. As a 
result, organisations frequently pay 
into systems designed to support their 
own workforce development, yet leave 
significant funding unused.

The pace of AI and automation-driven 
transformation has further raised the 
stakes. Employers face increasing 
pressure to adapt job roles, workflows 



and capability requirements, yet some remain hesitant to invest in training out of 
concern that skills may quickly become outdated. 

In practice, this reluctance carries greater risk: organisations that delay workforce 
development are more likely to fall behind competitors who combine technological 
adoption with structured upskilling.

Government policy has increasingly positioned apprenticeships...the full potential of the 
Skills Levy to support productivity, retention and workforce resilience remains unrealised. 
This uneven implementation is often rooted in a fundamental ‘perception gap.’



2. The Drop 
in Employer-
Provided 
Training
Over the past decade, UK employers have 
steadily reduced investment in workforce 
training, both in general upskilling 
programmes and apprenticeships. 
This shift has increased pressure on 
employees to self-fund learning, creating 
hidden costs in time, money, and career 
opportunities.

Declining Investment in 
Training

Data from the Learning & Work Institute 
shows a clear downward trend in 
employer training spend. Fewer 
companies offer structured programmes, 
and those that do often focus only 
on new hires or high-performers. The 
Employer Skills Survey 2022 highlights 
that, even as more employers report 
difficulties recruiting staff with the right 
skills, fewer are investing in training to 
address these gaps.

Apprenticeships have also suffered. 
Despite the Apprenticeship Levy in 2017, 
uptake has been inconsistent, particularly 
among SMEs. 

Between 2019 and 2022, over £3.3 
billion of levy funds went unused, 
representing thousands of missed 
training opportunities.

While the policy has evolved, the 
corporate mindset frequently 
remains stuck in the past—viewing 
apprenticeships as a social project 
for young ‘NEETs’ rather than a high-
level strategic tool. To unlock the Levy’s 
potential, businesses must first bridge 
the divide between these outdated 
myths and the modern reality of 
workforce development.

This whitepaper examines three 
core areas: the decline in employer-
provided training, the shifting 
responsibility for upskilling, and the 
resulting impact on businesses and 
employees. It sets out how better 
use of the Skills Levy and the wider 
training ecosystem can strengthen 
organisational capability, improve 
retention, and support the UK’s ability 
to compete in a rapidly evolving 
labour market.



Reasons Behind the Decline

Lack of Understanding of Funded Opportunities: Many employers do 
not fully grasp the range of government-backed schemes and funding 
options, leading to underutilisation of available support.

Fear of Digital and AI Transformation: Some employers avoid investing 
in digital or AI-related training, fearing rapid technological change may 
render skills obsolete, leaving teams unprepared.

Responsibility Ambiguity: UK law places minimal obligation on employers 
to fund training unless specified in contracts. Mandatory safety training 
must be compensated, but discretionary upskilling often falls on 
employees. Repayment clauses for employer-funded training may further 
discourage uptake.



Consequences for 
Employees and 
Businesses
The reduction in employer-funded 
training has multiple impacts: 

1. Self-funding for courses 
and certifications places an 
unnecessary burden.

Employees increasingly pay for courses 
and certifications themselves, which can be 
prohibitive for lower-income workers.

2. Failing to upskill employees 
exposes competitive risk.

Businesses that do not invest in staff 
development risk falling behind competitors 
who leverage funding schemes and build in-
house expertise.

3. Insufficient training 
significantly widens the skills 
gap.

Without regular upskilling, employees struggle to 
keep pace with technological change, particularly 
in AI and digital areas, limiting productivity and 
innovation.



In summary, the decline in employer-
provided training presents a 
significant challenge for the UK 
workforce. Addressing the causes - 
limited awareness of funding, fear of 
technological change, and unclear 
responsibilities - is essential to reduce 
hidden costs and improve access to skills 
development.

3. Responsibility 
and Who Pays 
the Cost
Responsibility for workforce training in the 
UK has increasingly shifted onto individual 
employees, raising fairness concerns and 
threatening to deepen skills shortages 
and inequalities. Apprenticeships, which 
could offer a structured and cost-
effective route for employee upskilling, 
remain underutilised, particularly for 
existing staff.

While the government has introduced 
initiatives such as the Apprenticeship 
Levy, Skills Bootcamps, and the Lifelong 
Learning Entitlement, uptake has been 
uneven, and many programmes are 
still geared toward entry-level positions. 
More still needs to be done to make 
apprenticeships a viable tool for career-
long learning.

Employer Responsibility 
in Decline
UK law imposes no general obligation 
on employers to fund training beyond 
legally required safety or compliance 
programmes (GOV.UK, 2025). Training 
is often discretionary, treated as 
a benefit rather than a necessity. 
Repayment clauses, which require staff 
to reimburse costs if they leave early, 
further discourage engagement in 
upskilling, potentially undermining talent 
development

Some employers include repayment 
clauses that require staff to reimburse 
training costs if they leave the company 
within a certain period. While legally 
valid, these clauses can deter both 
employers and employees from 
investing in meaningful development. 
This is particularly problematic when 
apprenticeships or other upskilling 
opportunities could enhance productivity 
and retention but are left unused 
because of perceived complexity or risk.



The Emerging Skills 
Divide
Larger companies with resources to 
navigate funding systems can build 
skilled, adaptable teams, while smaller 
employers and individuals without access 
risk falling behind. 

4. The Impact - 
Falling Behind 
and Self-Funding 
Risks
The decline in employer-funded training, 
coupled with the shift of responsibility 
onto employees, has clear consequences 
for both businesses and individuals, 
threatening the UK’s productivity 
and innovation. Apprenticeships, 
which could provide structured and 
accessible upskilling pathways, remain 
underutilised—particularly for mid-career 
staff—limiting the workforce’s ability to 
adapt to technological change. 

The Government’s Role
Government initiatives, such as the 
Apprenticeship Levy, Skills Bootcamps, 
and the Lifelong Learning Entitlement, aim 
to support workforce training. However, 
the Levy’s complexity has limited uptake, 
with over half of funds going unspent. 
Many schemes depend on individual 
participation rather than institutional 
responsibility, perpetuating a self-funded 
model.

Some Employees Left to 
Self-Fund
As responsibility shifts between employers 
and government, workers increasingly 
pay for their own training. A 2024 Onrec 
survey found nearly half of UK employees 
undertaking online learning did so at their 
own expense. While outcomes can be 
positive, upfront costs disproportionately 
affect lower-income workers and 
reinforce regional disparities outside 
London and the South East.

The Learning & Work Institute notes 
that policy has “too often followed 
inequalities in employer training 
rather than tackling them.”



Hidden Costs and Career 
Implications
The financial and temporal costs of 
self-funded training are only part of the 
picture. Employees must also navigate an 
increasingly complex skills landscape. AI, 
digital transformation, and new regulatory 
requirements mean that knowledge 
and skills can become obsolete faster 
than ever. Workers who do not invest in 
continuous learning risk falling behind, 
while those who do invest face the dual 
pressures of cost and time management.

Employers also face indirect costs when 
employees self-fund learning. Without 
coordinated training, the knowledge 
gained may not align with organisational 
needs, limiting the return on investment 
for both parties. Additionally, over-reliance 
on self-funded upskilling can contribute 
to burnout and reduce employee 
engagement.

While government initiatives have begun 
addressing this, more still needs to be 
done to ensure apprenticeships support 
career-long development rather than 
only entry-level recruitment.

Competitiveness Risk for 
Businesses
Companies that neglect workforce 
development fall behind competitors 
who actively use funding schemes, 
apprenticeships, and government-
supported programmes. This is especially 
critical in high-demand areas like digital 
skills and AI. The Stack Overflow 2025 
Developer Survey found that 84% of 
developers already use or plan to use 
AI tools; organisations failing to train 
staff risk missing productivity gains and 
innovation opportunities. Apprenticeships 
could serve as a practical route to build 
these skills in-house, but limited uptake 
and narrow programme design leave 
many companies and employees unable 
to benefit.



Apprenticeships as  
Missed Opportunities

Apprenticeships could offer a solution 
by providing fully funded, structured 
upskilling opportunities for employees 
at all levels. Yet, uptake remains low 
due to complexity, lack of awareness, 
and programme design that prioritises 
entry-level learners. 

The government has taken steps to 
expand these programmes, but the 
reactive approach leaves a significant 
portion of the workforce underserved. 
More still needs to be done to make 
apprenticeships a viable, flexible 
pathway for career development, 
particularly in sectors undergoing rapid 
technological change.

5. The AI 
Factor in Skills 
Development
Artificial Intelligence (AI) is reshaping 
the UK labour market, altering the skills 
employees need to remain competitive 
while creating new opportunities for 
those who adapt. Its impact is particularly 
evident in technology and digital sectors 
but increasingly extends across industries.

Changing Job 
Requirements
AI is not only automating routine tasks 
but also transforming the expectations 
placed on workers. Tasks that were 
once considered standard – such as 
basic coding, data entry, or document 
processing – are increasingly handled by 
AI tools.

For instance, estimates suggest that AI 
already generates over 41% of new code 
in certain contexts. This shift means 
employees must focus on higher-order 
skills, strategic problem-solving, and the 
creative application of technology rather 
than purely technical execution.



Rising Demand for AI and 
Digital Literacy
Employers are increasingly prioritising AI 
literacy as a core competency. Nearly 45% 
of global employers now consider AI skills 
essential for their workforce. Job postings 
in the UK citing AI-related skills have 
nearly tripled from mid-2023 to late 2024, 
reflecting growing demand. Professionals 
who proactively develop AI skills –through 
generative AI, machine learning, or data 
science—are therefore better positioned 
for career advancement and salary 
growth.

Complementarity of 
Human and AI Skills
AI is most effective when paired with 
uniquely human capabilities. Skills such 
as problem-solving, critical thinking, 
creativity, emotional intelligence, and 
leadership remain difficult for machines 
to replicate. Employees who combine 
human insight with AI proficiency can 
augment productivity, innovate more 
effectively, and provide strategic value 
beyond what AI alone can deliver.                                       

Training initiatives that integrate technical 
AI skills with soft skills development are 
therefore particularly valuable, ensuring 
workers remain adaptable in a changing 
workplace.

Risks for Those Who Fail 
to Upskill
Workers who neglect to acquire AI and 
digital competencies risk falling behind. 
They may struggle with efficiency, 
decision-making, and employability as 
businesses increasingly adopt AI-driven 
processes. In competitive sectors such 
as software development, data analysis, 
and creative industries, failure to adapt 
could result in lost opportunities, reduced 
earning potential, or redundancy. 
Continuous learning, particularly in AI-
enabled technologies, is increasingly 
not optional but essential for career 
sustainability.



6. Conclusion and 
Recommendations
The current UK skills landscape presents 
significant hidden costs for employees and 
structural challenges for employers. Over 
the past decade, investment in workforce 
training has declined, apprenticeships have 
been underutilised, and many employers lack 
awareness of available funding opportunities. 
Simultaneously, the rapid rise of AI and digital 
technologies has shifted the skills employees 
need, heightening the importance of 
continuous upskilling.

While government initiatives such as the 
Apprenticeship Levy, Skills Bootcamps, 
and the Lifelong Learning Entitlement have 
begun to address workforce development, 
these programmes often focus on entry-
level roles or are underutilised, leaving mid-
career professionals with limited structured 
opportunities to upskill. There is still more that 
can be done to ensure apprenticeships and 
other funded pathways can serve as agile, 
career-long development tools rather than 
reactive afterthoughts.



Shared 
Responsibility
Addressing these challenges requires 
coordinated action across employers, 
government, and individuals:
         

1. Employers:

Reinvest in staff development to bridge 
skills gaps and improve retention. 
Evidence shows that employees are 
more likely to remain with employers 
who support learning.

Utilise funding schemes such as the 
Apprenticeship Levy more effectively, 
particularly for SMEs, and provide 
dedicated learning time to overcome 
time-related barriers.

Encourage AI and digital training 
alongside soft skills development to 
ensure staff remain competitive in an 
AI-driven economy.

2. Government:

Expand subsidised training 
programmes and make funding 
more accessible across regions, 
addressing the North–South skills 
divide.

Scale initiatives like Skills Bootcamps 
and the Lifelong Learning Entitlement 
(LLE) to reduce financial barriers for 
individuals.

Support AI upskilling programmes for 
the workforce, providing proactive 
pathways for transitioning into new 
roles.

3. Individuals:

View upskilling as an investment 
with tangible returns, targeting high-
demand skills in digital, AI, and data 
analytics.

Take advantage of free or low-cost 
learning opportunities offered by 
government programmes, industry 
bodies, and online platforms.

Combine techinical training with 
soft skills development - problem-
solving, creativity, and leadership - to 

maintain an edge alongside AI tools. 



Final 
Considerations
The real cost of career development 
isn’t just financial. It’s about lost 
time, missed opportunities, and 
uneven access. Too much of that 
burden currently falls on individuals, 
especially those outside major cities 
or without deep pockets.

If the UK is serious about closing its 
skills gap and boosting workforce 
competitiveness, learning must be 
treated as a shared investment, not 
a personal expense. Apprenticeships 
and other funded pathways must 
evolve to support mid-career 
upskilling, not just entry-level 
recruitment. SMEs, in particular, 
represent a significant opportunity: 
they are agile, drive local growth, and 
can benefit enormously if funding and 
administrative barriers are reduced. 
Empowering smaller businesses 
to upskill their teams doesn’t just 
boost productivity, it circulates value 
throughout the wider economy, 
fostering resilience, opportunity, and 
innovation.
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