
 

Course 
Correction 

Why apprenticeship reform is needed to 
level up opportunity 

 
 

Francesca Fraser  Adam Hawksbee 
 
 



 

Course Correction 

 

  About Onward 
  
We believe in a mainstream conservatism – one that recognises the value of markets and 
supports the good that government can do, is unapologetic about standing up to vested 
interests, and assiduous in supporting the hardworking, aspirational and those left behind. Our 
goal is to address the needs of the whole country: young as well as old; urban as well as rural; 
and for all parts of the UK – particularly places that feel neglected or ignored in Westminster. 
 
We do this by developing practical policies that work. Our team has worked both at a high level 
in government and for successful thinktanks. We know how to produce big ideas that resonate 
with policymakers, the media and the public. We work closely with policymakers of all parties 
to build coalitions of support. Most importantly, we engage ordinary people across the country 
and work with them to make our ideas a reality. 
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(Company Registration no. 11326052). 
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Endorsements 
  
Bhavina Bharkhada, Head of Policy and Campaigns at Make UK: 
 
“The expansion of apprenticeships across the whole of the UK is critical if we are to meet the 
growing demand for skills in the manufacturing and wider industry. British industry is a facing 
skills crunch, however by reforming the delivery of apprenticeships, we can meet the demand for 
the country’s next generation of innovators. Today’s report by Onward is an important 
contribution to this critical debate. 
 
Miriam Cates MP, Chair of the 1922 Backbench Education Committee: 
 
"The Government has made significant progress in raising the status and availability of vocational 
education, and this report is full of positive ways to build on recent reforms. These innovative 
ideas would not only make it more attractive for students to follow this path, but also make it 
easier for smaller businesses to offer apprenticeships and grow their workforce. There is a clear 
and pressing skills gap in the UK, so we need to go even further in making technical and vocational 
education a core part of our post-16 offer. That's the best way to help young people level up their 
life chances." 
 
Alun Francis OBE, Deputy Chair of the Social Mobility Commission and Principal and Chief 
Executive of Oldham College:  
  
“This report is an important contribution to the debate on how to make apprenticeships work 
better for employers and learners.  Its insights provide food for thought on the unforeseen 
consequences of the apprenticeship levy on social mobility - particularly the reduced uptake of 
apprenticeships by SMEs and a focus on training existing employees rather than broadening the 
range of pathways into work for new entrants to the labour market. The report’s 
recommendations will be of interest to policymakers, government and industry as they consider 
how apprenticeships can support 'levelling-up'.” 
 
Simon Fell MP, MP for Barrow and Furness: 
 
“I know from experience in my constituency the value of apprenticeships. They go beyond the 
mantra of ‘earn while you learn’ and equip people of all ages with the technical and vocational skills 
that our economy needs. It is time to rebalance the system, and the emphasis on apprenticeships 
and T-Levels is welcome but there is far more that we can and must do to support businesses to 
back apprentices, and to prove to those who are considering this route why doing so can be so 
valuable. I welcome this important and timely report.” 
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Rt Hon Robert Halfon MP, Chair of the Education Select Committee: 
 
“For too long, the mantra has been “university, university, university” when it should be “skills, 
skills, skills”. The Government are making some important progress on this issue – the Skills Bill, 
Lifelong Learning Entitlement and additional £3 billion to support the sector are welcome 
initiatives. But more needs to be done to rocket boost this agenda - access to vocational and non-
academic routes is essential to build the skills capital we need as a nation. We must say, ‘goodbye 
to Mr Chips and hello to James Dyson’. My two favourite words in the English language are 
“degree apprenticeships” which represent a key avenue for young people. They provide students 
with an opportunity to earn while they learn, receive on-the-job technical training, and students 
are guaranteed a well-paid, and good job on their graduation. 
  
“I welcome this new report from Onward which makes some important recommendations to help 
improve the apprenticeship system. Extending these avenues to all learners will enable every 
young person to climb the educational ladder of opportunity.” 
 
Nichola Jones, Director, University of Sheffield AMRC Training Centre: 
 
"Every company and organisation will attribute its success to its people. Its capability, track 
record and connectivity depends on the skill and experience of its people. As such we know that 
skills development in every town and region is a critical part of the soft and hard power for how 
we level up.  Technical education and apprentices are a key pathway for people to develop 
employable skills and broaden their opportunities. For employers it is a key driver of their 
productivity and growth. While we have come a long way in the UK, we still have a journey ahead 
and as such this report's treatment of some of the learned challenges and opportunities in the 
system is hugely welcome."   
 
Martin McTague, National Chair of the Federation of Small Businesses: 
 
“Apprenticeships are a great way to bring fresh perspectives into a business and upskill the next 
generation, so it’s been really disheartening to see such a drop off in starts, especially within 
young people, in recent years. 
  
“This report marks an important intervention and contains a lot of ideas that should be given 
careful consideration. It is right to focus on how the system can help create new jobs for young 
people. We’re pleased to see our recommendation to extend the £3,000 incentive for taking on an 
apprentice included as part of this project. We’re also encouraging policymakers to look at how 
they can get more unspent levy funds into the small businesses that are keen to champion social 
mobility and can really make a difference in this space.” 
 
Andy Street, Mayor of the West Midlands: 
 
“Apprenticeships provide a proven way of achieving the skills needed for a strong career, so we 
must all do what we can to reverse any decline in their take up across the country. 
 
“Here in the West Midlands we have led by example to do exactly that, working with government 
to pioneer the highly successful Apprenticeship Levy Transfer Fund which allows us to redeploy 
unspent levy money from large companies towards SMEs, upskilling young people in the process.   
 
“Onward’s recommendations are a further positive step in reversing the decline in apprenticeship 
numbers, as well as also helping to improve the public perception of apprenticeships. We are 
certainly ready to play our full role as a Mayoral Combined Authority in this, just as Onward calls 
out for us - and others – to do.” 
 
 
 



 

Course Correction 

Contents 

 
 

Foreword 1 

Summary of the argument 3 

Underqualified, unprepared, unequal: The UK skills challenge 9 

Corporate Takeover: The changing state of apprenticeships 17 

You’re Hired: Why apprenticeships matter to levelling up 33 

Recommendations 40 

Conclusion 51 

Endnotes 53 

 



 

Course Correction 

 
 
 
 
  

Foreword 



 

Course Correction 

For generations the hallmark of opportunity has been the number of young people 
securing a place at university. 
 
This has had a transformative effect. But the relentless focus on higher education of 
recent years has meant that some professions that were once based on imitation and 
observation have become academic pursuits focused on study over experience. 
 
And the unique challenges this country faces - a lack of basic skills and readiness for 
future demand alongside huge inequality in where human capital is located - 
demands a better answer.  
 
Apprenticeships are well primed to meet this challenge. They offer a pathway into a 
skilled trade, close to home, for individuals who otherwise may not hold post-16 
qualifications. Apprenticeships ought to be a fantastic option for young people 
looking for the practical and personal support they need for professional growth.  
 
But there is a real risk that this type of apprenticeship is becoming a thing of the 
past. 
 
Today, the average apprentice is more likely to be over 25 than under 19, studying in 
business rather than engineering or construction, and working in a large London 
office over a small business in the North or the Midlands. This is concerning. 
Apprenticeships should not be a subsidy to large businesses or a badge for in-work 
training. They’re about the opportunity for all to learn technical skills from 
professionals and take a first step onto the career ladder. 
 
We have made huge strides in improving the quality of the apprenticeship system 
under a Conservative government. Standards have increased, low value 
apprenticeship frameworks have been removed and the Apprenticeship Levy is 
beginning to bear fruit. 
 
But this has been accompanied by falling numbers and declining participation from 
the people and places who could benefit the most from starting an apprenticeship.  
 
It’s our responsibility to put this right.  
 
This timely report proposes a course correction. It brings together a set of 
recommendations aimed at recognising the very real reasons why businesses are 
turning their backs on traditional apprenticeships and looks at how Ministers can 
work with industry to get the apprenticeship system back on track. 
 

Tom Tugendhat MP,  
Member of Parliament for Tonbridge and Malling  
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For the last twenty years, accessing economic opportunity has meant getting a place 
at university or moving to an area with better job prospects. In both instances people 
leave their homes and communities, and those that don’t get left behind. There is 
now a growing recognition that this model does not work - either for the economy 
as a whole or for individuals.  

A focus on higher education has diverted young people to low quality courses, with 
up to 20% of students  studying courses that leave them worse off than if they did 
not go to university at all. The UK has one of the highest proportions of graduates in 
non-graduate jobs, at 35.6% of those born in the UK.1 And technical education routes 
have been emaciated, with 200,000 fewer apprenticeships starts in 2019 compared 
to the peak in 2011. 

Widely held assumptions around labour mobility have also been shown to be false. 
Some people with higher qualifications have moved to major cities, but many more 
have stayed behind in towns with declining employment prospects. This is not just 
wasteful economically but politically important. The divide between graduates and 
school leavers is key to understanding the post-Brexit electorate: the Conservatives 
now lead among low skilled workers and apprentices. Labour leads by nearly 6 points 
among graduates.  Much of this is related to gaps in age, with younger cohorts 
having a higher proportion of graduates, but it is still the case that education has 
become one of the clearest dividing lines in our politics. 

For these reasons, apprenticeships should be the central focus of post-16 education 
policy. Apprenticeships matter because they offer an opportunity to develop skills 
and secure a job, without attending university or moving away from home. They also 
support broad-based economic growth, by increasing the supply of technical 
workers in typically more productive, R&D intensive and geographically dispersed 
sectors like manufacturing and construction. They are most relevant to, and 
resonate with, the kind of places that the Government is trying to level up -  towns 
with a strong manufacturing tradition, where the idea of a lifelong vocation and a 
stable wage were once ubiquitous and are now rare. 

But the apprenticeships system we have today is far from realising its potential. The 
number of apprenticeship starts in SMEs has almost halved since 2015, and a decline 
in entry-level routes mean that over-25 year olds now outnumber under-19 year olds 
by two to one. Meanwhile as big businesses have started to increase the number of 
apprentices they recruit, they are being brought in from wealthier areas.In 2015, 
there was less than a 1% difference in the share of apprentices from deprived 
backgrounds hired in SMES and large businesses -  as of 2019, this gap has grown 
almost four times over. 

This decline has been particularly felt in the places where apprenticeships have 
historically mattered more - in the Midlands and the North - where there are fewer 
non-vocational roles to offset their loss. Every constituency in the North of England, 
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except for Haltemprice & Howden and Leeds North East, have seen apprenticeship 
starts drop compared to 2011. Meanwhile the places where apprenticeships have 
become more common include Wimbledon, Tooting, Richmond Park, Battersea and 
Chelsea and Fulham.  This fall has been most acute in the Red Wall which has lost a 
third of the apprenticeship starts they had in 2011, double the fall of London 
constituencies at just 17%. 

Some of this reduction will be due to the welcome removal of low quality programme 
apprenticeships. But the overall drop is driven by the new apprenticeships regime, 
which has made it less likely for small and medium sized businesses to hire an 
apprentice. Meanwhile, larger levy paying businesses have been incentivised to ‘use 
it or lose it’ with little discretion over how to do so, causing them to upskill and 
accredit existing employees in apprenticeships which often deliver lower overall 
returns. Large businesses are nearly three times less likely to use apprenticeships 
exclusively as a recruitment tool than micro businesses (fewer than 10 employees) 
and half as likely as small businesses (fewer than 25 employees).  

In short, apprenticeships are increasingly being used as a training tool for knowledge 
workers, rather than the alternative to university for technical workers that 
politicians and the public expect them to be.   

This is why it is vital that Ministers reform the apprenticeships system. This paper 
sets out a series of practical changes to reset the system, increasing the role of 
apprenticeships in post-industrial towns and generating new opportunities for 
young people. To get the system back on track, four key shifts are needed. 

First, rhetoric needs to match reality on the parity of technical and academic 
education for young people. Currently, 16-18 year olds are fully funded by the 
Government if they choose to take A Levels, but employers are asked to pick up the 
bill if they pursue an apprenticeship. This needs to change, by taking 16-18 year old 
apprenticeship funding out of the apprenticeships levy and fully funding it from 
Department for Education budgets. We estimate that this will cost approximately £1 
billion a year, which can be partially offset by removing taxpayer subsidies for larger 
businesses that fund apprenticeships beyond their levy funding allocation. 

Second, small businesses need greater support to bring in apprentices. The regional 
Apprenticeship Levy transfer pilots have shown that Mayors and Combined 
Authorities can successfully stimulate SME apprenticeship demand by working 
closely with local employers and leveraging their relationships with training 
providers. This role should be extended through devolution deals, particularly the 
"trailblazer deals" in the West Midlands and Greater Manchester, expanding the 
responsibilities of mayors to boost apprenticeships and introducing accountability 
for numbers in their area. 

Third, levy-paying businesses should be encouraged to take on apprentices as new 
employees and to expand their focus on technical as opposed to managerial skills. 
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Support for more ‘front-loaded’ apprenticeships, where recruits complete off the job 
training before they start in order to boost work readiness, would make large 
businesses less nervous that they will be a drag on performance. This system should 
be made more agile to the needs of growing firms by launching a new ‘Future Skills 
Challenge’ which would award licences to business groups to rapidly develop new 
standards around acute skills gaps at the technological frontier.   

Fourth, outcomes data should be used to drive demand for apprenticeships. 
Currently there is not enough information on the long term outcomes of 
apprenticeships compared to  higher education. Ministers should publish 
comparative data urgently, so that young people leaving school this year can see the 
value of an apprenticeship when they are considering their future, and businesses 
can understand their role in addressing the UK skills challenges. 

It was a Conservative Government in 1993 that brought apprenticeships back into 
the modern skills system, rediscovering the route that in the early 1900s had been 
taken by a third of male school leavers. To meet the current political moment, this 
Government needs to modernise the apprenticeships system once again. 
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Problem Solution 
 
The Government's ambition for apprenticeships is 
not matched by investment - particularly for young 
people, who are fully backed by the taxpayer if they 
pursue an academic route but not if they take a 
technical one. 

 
1. Back young apprentices by fully funding all 16-18 

year olds and removing them from the 
Apprenticeship Levy altogether. This would 
disproportionately direct funding outside of 
London and the South East 

2. End the additional subsidy for big businesses who 
fund apprenticeships beyond their levy funds 

3. Government should publish Apprenticeship Levy 
datasets breaking down the amount, allocation, 
and profile of the funding at the lowest possible 
level. 

 
 
Small businesses find the apprenticeships system 
confusing and bureaucratic. 

4. Give Mayors more responsibility in the 
apprenticeships system for supporting small and 
medium sized businesses to recruit apprentices, 
and hold them to account for driving up numbers 

  
 
Levy-paying businesses are increasingly using the 
levy to train existing employees and not to bring in 
new talent, partly because the system does not 
respond to their need for work-ready staff or provide 
flexibility to fill their skills gaps. 

 
5. Make it easier for levy-paying businesses to take 

on new recruits by building their skills before they 
start working through front-loaded training 

6. Provide higher financial incentives for businesses 
to take on new apprentices and explore an 
‘Apprentice Tax Credit’ to provide longer-term 
encouragement 

7. Introduce a ‘Future Skills Challenge’ where 
employers bid for the licence to rapidly develop 
new skills standards in areas on the technology 
frontier with the most acute skills gaps  

 
Technical education faces a marketing challenge, 
following decades where higher education has been 
pushed as the route to ‘get on’ and further 
education has been sidelined.  

 
8. Encourage a more ambitious network of technical 

institutions to provide a meaningful alternative to 
university 

9. Commit to publishing long-term outcomes data 
for apprenticeship leavers, including earnings 
and progression data, and use this to build 
prestige for successful training providers with 
strong outcomes. 

 
 

Summary of recommendations 
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The UK suffers from three interlinked skills problems that hold back productivity 
growth and particularly affect economic opportunity in less prosperous parts of the 
UK. 
 
First, the UK has a significantly underqualified current labour force, with particular 
gaps in basic skills including literacy and numeracy which is worse among younger 
cohorts. This drives the second problem: a mismatch between the skills we have now 
and the skills we need in the future workforce, with 80% of adults working in 2030 
already in the workforce today, meaning that the UK is unprepared for economic 
change. And third, growing regional variation between the skills of people in 
different parts of the country make the UK highly unequal in its skills profile. This 
explains much of the interregional productivity gap in the UK and is essential to 
levelling up economic opportunity.  
 
This chapter sets out each of these problems in detail. The following chapter looks in 
particular at the role of the apprenticeship system in skills development, particularly 
for those with low prior skills and those entering the workforce.   
 

1. Too many of the UK’s workers are underqualified 
 
The UK suffers from what we might term a “long tail” of low skills. While the UK 
economy has historically benefited from relatively high skill levels overall compared 
to other developed economies, including a high share of adults with tertiary 
education, this has masked a large share of workers with low or intermediate skill 
levels. This has driven down earnings for those workers and undermined 
productivity overall. 
 
This long tail is particularly acute in basic skills, such as literacy, numeracy and 
digital skills. According to the OECD, around one in five adults across England has 
low basic skills, equivalent to around 9 million adults in England, of which 5 million 
are in work and 9 in 10 suffer from weak numeracy in particular. This is not a 
function of insufficient training: most workers with low basic skills in England (54%) 
have a mid-level qualification, such as a diploma or NVQ level 3, and 1 in 10 have a 
tertiary degree.2 Low basic skills are also firm- and sector-specific: 53% of low-
skilled workers are employed by SMEs and 54% work in four sectors of the economy, 
wholesale and retail trade, human health and social work, manufacturing, and 
transportation and storage.  

 
The UK’s skills problem is particularly skewed towards younger workers. According 
to the OECD, 12.5% adults aged 25-34 in the UK have below upper secondary 
attainment - i.e. fewer than 5 A*-C GCSEs.3 While lower than for the working age 
population as a whole, this is higher than the EU22 average (12.3%), and higher than 
France (11.9%), the Netherlands (10.6%), Australia (9.1%), Ireland (6.5%), the United 
States (6.0%), Canada (5.3%). This extends to basic skills. According to the OECD, 16-
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24 year olds in England have lower average literacy proficiency levels than most 
other countries,4 and the UK is the only developed economy where literacy is higher 
among 55-64 year olds than 16-24 year olds.5  
 

Figure 1: Educational attainment of 25-64 year olds in 2020 
Source: OECD, Education at a Glance (2020) 

 

There is reason to believe this long tail may be getting longer. According to the Adult 
Participation in Learning Survey, the share of adults either currently or having 
recently been in learning declined from 46% in 2001 to 33% before the pandemic in 
2019, representing a fall of over a quarter. While this rose significantly in 2021, to 
44%, it is not yet clear if this is due to a change in survey methodology from face-to-
face to online surveys or a temporary effect of the pandemic. The same survey shows 
that basic skills learning has been in particular decline: participation in english, 
maths, and ESOL learning has fallen 60% over the last decade.6 

 
The potential impact of fixing this long tail of low skills for workers could be 
considerable. According to the OECD, basic skills training generates an unusually 
high wage premium in the UK, with an increase in literacy proficiency of about 48 
points (the equivalent of one standard deviation) associated with a 12% increase in 
wages in the UK. This is around double the average wage premium from literacy 
proficiency across OECD countries.7  
 
The increased productivity and earnings that come with being more qualified are 
well evidenced. Commissioned research for the Department for Education suggests 
that individuals who achieve five or more good GCSEs as their highest qualification 
on average have lifetime productivity gains of approximately £100,000, compared to 
those with below level 2 qualification, roughly equivalent to an additional three years 
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of work.8 Meanwhile older studies by the Department for Business and Innovation 
and Skills found a 15% wage premium as a result of having five or more good GCSEs 
compared to no qualifications. 
 

Figure 2: Share of adults in learning, 1996 to 2021 

Source: Adult Participation in Learning Survey, 2021 

2. A future skills mismatch makes the UK unprepared 
 
The combination of a long tail of low skills and an increasingly knowledge-based 
economy means that the UK faces a mismatch between the skills the workforce 
holds and the jobs that firms are creating.  
 
Two in five (40%) UK workers are employed in an occupation for which they do not 
have the correct qualifications. This is the fifth-worst skills mismatch among 30 
countries analysed by the OECD. Of those mismatched to their jobs, the OECD Skills 
for Jobs database indicates that 28% of the UK workforce is underqualified for their 
occupations, while 13% is overqualified. Of those with a bachelor’s degree, nearly one 
in three (31%) work in roles that do not require these qualifications.9 Meanwhile, 
vocational training among UK employees is consistently lower (39%) than the EU27 
average (49%).10 

 
In Skills Mismatch 2030, the now-disbanded Industrial Strategy Council (ISC) 
estimated that up to 20% of current workers, or 7 million workers, are set to be 
underskilled for their jobs by 2030 without significantly retraining.11 This is partly 
because around 80% of workers in 2030 are already in work, and is therefore a 
function of the UK’s historical long-tail of low skills. The ISC estimates that a far 
smaller number, 0.9 million, are estimated to be likely to be overskilled.  
 
The ISC expected the most widespread under-skilling to be in basic digital skills, 
with an estimated 5 million workers projected to be acutely under-skilled in basic 

0%

10%

20%

30%

40%

50%

19
96

19
97

19
98

19
99

20
00

20
01

20
02

20
03

20
04

20
05

20
06

20
07

20
08

20
09

20
10

20
11

20
12

20
13

20
14

20
15

20
16

20
17

20
18

20
19

20
20

20
21

Sh
ar

e 
of

 a
du

lts
 in

 le
ar

ni
ng

 (
%

) Change to online learning 



 

12 Course Correction 

digital skills by 2030, and up to two in three workers overall underskilled in basic 
skills to some degree. A further 1.5 million are likely to be under-skilled in a STEM 
subject.12 

 
The OECD estimates that the UK has a skills shortage in 21 out of 33 different types 
of subject knowledge analysed. The areas with the biggest skills shortages are in 
STEM related subjects such as design, mechanical knowledge, medicine and 
dentistry, where the UK fares much worse than the OECD average. The areas where 
the UK workforce has surplus knowledge are in areas such as typically less value-
additive, such as sales and marketing, food production and clerical roles.13 

 

Figure 3: OECD Index of skills shortage or skill surplus for different knowledge 
skills 
Source: OECD Skills Needs Database 
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Numerous studies show that higher levels of skills mismatch are associated with 
lower labour productivity. When there is a higher share of workers that are over-
skilled, it seems that more productive firms find it harder to attract skilled workers, 
and larger shares of under-skilled workers are associated with lower market 
efficiency and firm level productivity.14 One OECD study suggests that the UK could 
improve its overall level of productivity by 5% or more if it reduced the level of skills 
mismatch to that of best-practice peer nations.15  This is supported by research by 
the former Department for Business, Innovation and Skills whose analysis suggests 
that in the run up to the financial crisis between 2000 and 2007, skills improvements 
in the UK workforce accounted for a fifth of the growth in labour productivity.16 

 

3. A growing regional skills gap leaves the UK unequal 
 
Under-qualification in the current workforce and underpreparedness in the future 
workforce reduce productivity overall, but they also exacerbate the skills gap 
between different places. Some places, notably agglomerated city regions, have 
disproportionately benefited from the doubling of graduate numbers since 2001, by 
becoming magnets for high-skill, high-productivity jobs and industries. But at the 
same time, other places have fallen into a low skills equilibrium, where low existing 
skill levels serve as a trap, keeping local economies wedded to a low-skill, low-
productivity model. This divide can be seen clearly by looking at both the lower and 
upper end of the UK economy by skill composition. 
 
In 2004, the North East and the Midlands were the two highest ranked regions by 
share of working age adults without qualifications above NVQ2  (equivalent to 5 A*- 
C grades) at 59.7% and 60.1% respectively. In the 14 years to 2018, the share of people 
with NVQ2 or below fell in London by over 20 percentage points, nearly twice the 
rate by the North East, where numbers by 11.6 percentage points. The regions who 
saw the steepest falls after London were the South West and the South East.  

The growth of higher education over the last two decades has widened this gap. 
Since 2001, the number of graduates has doubled overall, to over a third of the 
population (39%) holding a degree by 2018.17 But this rise has not been felt evenly. In 
2004, 32% of London’s working age population was qualified to NVQ4+ (equivalent to 
a degree) compared to 22% of the population in the North East (the least qualified 
region). By 2018, the gap between the two regions had doubled, with 53% qualified to 
degree level in London compared to 31% in the North East. In the fourteen years 
between 2004 and 2018, London’s share of graduates increased by two thirds (66%) 
while the North East’s had only risen by two fifths (42%), leaving the North East with 
fewer high skilled workers than London did in 2004.  

This pattern holds more broadly for other regions too, widening the gap between the 
UK’s most and least skilled regions. Table 1 below demonstrates that the places with 
the highest rate of skills in 2004 have become more skilled at a much faster rate than 
the regions which had low skills. 
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Table 1: Change in skill levels by region, all adults aged 16-64 
Source: Annual Population Survey, Nomis, Onward analysis 

 NVQ2 or below NVQ4 or above 

 2004 2018 Difference 2004 2018 Difference 

North East 59.7 48.1 -11.6 21.9 31.1 9.2 

North West 58.1 44.9 -13.2 23.3 35.5 12.2 

Yorkshire and The 
Humber 

58.4 46.4 -12.0 22.6 
33.3 10.7 

East Midlands 57.9 46.0 -11.9 23.2 33.2 10.0 

West Midlands 60.1 48.1 -12.0 22.7 33.1 10.4 

East 57.9 46.9 -11.0 25.1 35.2 10.1 

London 54.7 33.7 -21.0 31.9 53.1 21.2 

South East 52.3 38.2 -14.1 29.3 42.2 12.9 

South West 54.6 39.4 -15.2 26 38.7 12.7 

 
The extent of London’s uncoupling from the rest of England can be seen more clearly 
by plotting skill levels in 2004 and 2018 against one another at constituency level. As 
shown in Figure 4 below, while the majority of people in London now hold 
qualifications of NVQ4 or higher (including 100% of those in the City of London) 
there are only 37 constituencies outside of London which can say the same. A 
number of London constituencies have experienced astonishing graduate growth. 
For example, in West Ham in 2004 just 18% of individuals were qualified to NVQ4 or 
higher, roughly on par with Bishop Auckland in the North East. In 2018, 50% of West 
Ham’s residents are educated to degree level. In Bishop Auckland, the figure was just 
33%. 
 
We can see the rate at which parts of London and the Greater South have 
accelerated away from the rest of the country even more clearly by using a 
hexagonal map - which adjusts the size of the constituency relative to population, 
and then groups by county. As Figure 5 below demonstrates, while the majority of 
places have increased their skill levels since 2004, the vast majority of this increase 
has been in London. Meanwhile, a handful of constituencies for example Bassetlaw, 
Hyndburn and Great Yarmouth have become less, rather than more, skilled. 
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Figure 4: Percentage of 16 to 64 year olds with NQ4+, by constituency, 2004 and 2018 
Source: Annual Population Survey, Nomis, Onward analysis 

Figure 5: Change in share of population skilled to 
NVQ4+, 2018 to 2004 
Source: Annual Population Survey, Nomis, Onward 
analysis 

Figure 6: Percentage of population skilled to NVQ4+ , 
2018   
Source: Annual Population Survey, Nomis, Onward 
analysis 
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This has a considerable effect on wages and productivity. Previous Onward research 
has shown how labour market factors, such as skill levels and occupational mix, are 
more significant than transport connectivity in explaining income variation between 
places.18 This is partly because of a growing wage premium for graduates, compared 
to people without degrees. In 1980, male graduates earned, on average, 46% more 
than their non-graduate counterparts; in 2017, this earnings uplift was 66%.19 Given a 
strong and growing concentration of more educated workers and a large and 
increasing wage premium for graduates, the spatial distribution of higher skilled 
workers explains up to 90% of area-level disparities in wages in the UK.20 
 
This is borne out in the data. In the ten local authorities with the highest median 
incomes, all of which are in London, an average of 3 in 5 people hold a qualification at 
degree level or higher. If you compare this to the places which have the lowest 
median incomes, the figure is closer to 1 in 5 individuals. In Great Yarmouth, which 
has the lowest median incomes in England (£19,900) just 1 in 10 people hold a 
qualification at degree level or higher. As you can see from Figure 7 below, there is a 
strong correlation between median wages and degree level qualifications at local 
authority levels.  
 
Successive studies have demonstrated how this skills imbalance contributes to 
regional productivity. According to the What Works Centre for Local Economic 
Growth, higher skill levels among London’s workforce explain about two-thirds of 
the productivity gap between the capital and the rest of the country.21 Research by 
the Department for Business, Innovation and Skills in 2017 also estimated that the 
presence of upper-intermediate skills is more likely to boost productivity in places 
with a higher share of non-ICT capital and training capital.22 

Figure 7: Share of the population qualified to NVQ4+ against median income, 2018/19 

Source: Annual Population Survey, Income and tax by borough and district or unitary 
authority, ONS, Onward analysis 
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Corporate takeover 
The changing state of apprenticeships 
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The landscape of technical education in England has changed rapidly in the last five 
years. Since 2015, the Government has introduced degree apprenticeships, 
implemented the recommendations of the Sainsbury review, including new 
apprenticeship standards and routes, and the Apprenticeship Levy has been 
introduced. At the same time, framework apprenticeships have been phased out, T 
Levels have been introduced and the Government has recently announced the 
Lifetime Skills Guarantee offering free qualifications for adults without the 
equivalent of A Levels.  

These reforms were all introduced in the name of addressing the persistent skills 
weaknesses outlined above. And there have been some real successes. But given the 
level and pace of change, it is helpful to pause and consider whether the 
apprenticeships system is delivering on its original promise - to provide high quality 
educational routes for people who do not go to university, and good jobs for places 
dependent on vocational or non-graduate employment. 

 

Box 1: What are apprenticeships? 
 
Apprenticeships combine practical on-the-job training with study. They are open for 
individuals over the age of 16 and offer an opportunity to become skilled in a trade while 
earning a salary.  
 
By law, all apprenticeships are required to be at least 12 months in duration, although 
the total length varies as a result of level and subject area. They must include 20% off-
the-job training, where the apprentice learns new skills and knowledge, as decided by 
the standard or framework that they are studying. This training is typically delivered by 
an external training provider, but in some cases can be delivered by the employer 
themselves, or a combination of the two. Apprentices who undertake the new standard 
apprenticeship, soon to be all apprentices, complete an end-point assessment (EPA) 
with an independent assessor at the end of their training. The apprenticeship system is 
overseen by the recently established Institute for Apprenticeships and Technical 
Education.  
 
There are various levels of apprenticeship, outlined below. The higher end has been 
expanded in recent years to include qualifications equivalent to a degree.  

Apprenticeship Type NVQ Level Equivalent  

Intermediate  Level 2 5 GCSE passes 

Advanced Level 3 2 A Level passes 

Higher Level 4, 5, 6 and 7 Foundation or Higher 
Education Certificate 

Degree Level 6 and 7 Bachelor’s or Master’s  
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Ultimately, a range of interventions will be required to tackle the UK’s skills 
challenge. Investment in early years provision will be key to build strong foundations 
amongst young people. Higher quality schools, will be a key part of building basic 
skills in literacy, numeracy, and digital, as Onward have argued in the research paper 
Lost Learning.23  At the other end of the skills spectrum, meeting the net zero 
challenge will also require more workers with PhDs in applied science, as we have set 
out in the paper Qualifying for the Race to Net Zero.24  

Even with all these interventions, apprenticeships stand out as the most promising 
route to build human capital in the people and places most in need of levelling up. 
Apprenticeships can provide a vital route for young people, particularly those for 
whom university is not the right choice. This is increasingly important given the 
growing recognition that a  number of degree courses offer poor value for money for 
both students and taxpayers. The Office for Students (OfS) has launched a 
consultation on limiting the number of students studying degrees which are not 
providing value for money - three years after Onward highlighted the problem in a 
Question of Degree.25  

The growing scrutiny of low value degrees will increase the push factors towards 
apprenticeships and vocational routes, particularly in certain parts of the country. 
Our own analysis of OfS data indicates that the University of Wolverhampton has the 
most university courses that are at risk from the OfS reforms, due to low completion 
and progression rates. Since 2011, the number of intermediate apprenticeships in 
Wolverhampton has over halved, from 2,090 apprenticeships to 920. While not all 
those studying at university will have lived locally, this shows the extent to which low 
value university degrees may be replacing apprenticeships, and the opportunity to 
help direct people towards a higher paid and more productive route. 

Apprenticeships can be a strong option route for people from poorer communities, 
especially in the Midlands and the North of England. The Social Mobility Commission 
has found that the places with the highest Apprenticeship training intensity for 
disadvantaged learners are the North East and the North West.26 The Commission 
largely puts this down to the concentration of industries and practical trades in 
these parts of the country, which mean that apprenticeships are better suited to 
providing opportunity for less advantaged students. This is compared to London and 
the South East where service industries are more common and therefore 
apprenticeships less valuable.  

These specific advantages are combined with a strong economic case. In 2015, the 
then Department for Business, Innovation and Skills estimated that for every £1 of 
government funding that is spent on a Level 2 apprenticeships the Net Present Value 
produced is £26. For every £1 spent on a Level 3 apprenticeship the value produced is 
£28.27  

Given the fundamental role that apprenticeships play in supporting economic 
opportunity, is the UK currently maximising their potential? And are routes to young 

https://www.ukonward.com/reports/lost-learning/
https://www.ukonward.com/reports/net-zero-labour-market-challenge-report/
https://www.ukonward.com/reports/question-of-degree/
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people and workers in deprived communities as open and attractive as they could 
be?  
 
On the one hand, quality and funding have gone up. New standards, including the 
requirement  that apprenticeships impart new knowledge and skills and that a 
minimum of 20% of time is spent in off-the-job training, have driven greater levels of 
competency. The new standards replaced 4,661 Ofqual qualifications, significantly 
streamlining training and better aligning apprenticeships with employer needs.28 One 
2017 survey for the Department of Education found that almost two-thirds of 
employers who had some involvement with the new standards considered them to 
be an improvement on the previous frameworks system.29 The levy has generated 
significant sums of money to go towards training: £2.2 billion in 2017/18, forecast to 
rise to £3.5 billion by 2024/25.30 Meanwhile public spending on apprenticeships 
increased from £1.2 billion in 2010-11 to £2.7 billion in 2018/19.31  
 
Figure 8: Breakdown of spending on apprenticeships and higher education 
Source: Department for Education, House of Commons library, FE week, IfATE. Note: Public 
Spending refers to what public money was actually spent on apprenticeships., due to 
the being over budget. 
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Box 2: The Apprenticeship Levy 
 
The Apprenticeship Levy was announced in 2015 and came into effect in 2017. The 
levy was introduced to encourage employers to invest greater amounts in training, 
given the UK’s low spending relative to the rest of the OECD.  
 
Within the model, employers with an annual pay bill of over £3 million contribute 0.5% 
of their pay bill to the levy. The money collected gets directed into the digital 
Apprenticeship Service account, which employers can use to spend on 
apprenticeships, accompanied by a 10% top-up from the Government. The amount 
of levy funds that are spent on each apprenticeship is determined by the funding 
band agreed for each apprenticeship standard. If employers wish to spend more 
than the funding band they can do so, but Government will not ‘top up’ beyond the 
limit. After 24 months any remaining funds in the Apprenticeship Service account 
accrue back to the Exchequer, meaning employers must “use it or lose it”. Levy funds 
can only be spent on apprenticeship training and the end-point assessment with the 
approved provider, not on wages or wider business operations which might facilitate 
taking on apprentices. 
 
The levy has been updated since its inception. Most notably this is through the levy 
transfer, which allows those paying the levy to transfer up to 25% of unused funds to 
other businesses to enable them to hire apprentices.  

 
However, the number of people starting an apprenticeship has plummeted. In 
2017/18, the first full academic year after the levy came into effect, 375,800 people 
started an apprenticeship - 119,100 less than the total number of starts the year 
before in 2016/17. While they increased very slightly in 2018/19, the effect of the 
pandemic has meant that in 2019, there were just under 200,000 fewer people 
starting an apprenticeship than in 2011, over a 25% fall.  But what is imminently clear 
is that this crisis predates the pandemic. For this reason throughout this report we 
use data from prior to the pandemic, as this gives a better indicator of employer 
behaviour without the uncertainty brought on by Covid. 
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Figure 9: Total apprenticeship starts 1996-2019 
Source: Apprenticeships and Traineeships data, Department for Education, Onward 
analysis 

 
The drop in apprenticeship participation has not been uniform across all cohorts. 
Entry level routes in particular have fallen victim to the reforms. In 2008, under 19 
year olds made up 41% of all apprentices, meaning there were almost double the 
number of the youngest group compared to over 25 year olds. By 2018/19 the 
opposite had become true: over 25 year olds outnumbered under 19 years olds by 
two to one. At the same time, Level 2 routes have also declined. In 2018/19, there 
were 144,000 new intermediate apprentices, a 56% fall on the number recorded in 
2011. The overall fall in numbers has been cushioned slightly by the increase in the 
number of higher apprenticeship starts, which are now at an all time high at 75,000.  
 
Some of this drop is to be expected. The introduction of new standards was intended 
specifically to address low quality and root out unproductive courses. A Department 
for Education evaluation of apprenticeships in 2013 found that half of 
apprenticeships at that time lasted fewer than 12 months, and even as late as  2015 
just under half received no training from an external training provider, including one 
in five receiving no formal training at all.32 But while standards have driven a 
welcome rise in quality, the broader unintended consequences in the profile of 
apprentices remain concerning. 
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Figure 10: Apprenticeship starts by age  
Source: Apprenticeships and Traineeships data, Department for Education, Onward 
analysis 

Figure 11: Apprenticeship starts by level  
Source: Apprenticeships and Traineeships data, Department for Education, Onward 
analysis  
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The types of apprenticeships being taken up have also changed considerably in the 
last five years. There has been a shift away from technical trades and towards 
careers in professional services and the public sector. Since 2005, the subject area 
with the greatest increase in apprentices is Health, Public Services and Care, with 
overall starts almost doubling as a share of all starts, from 13% in 2005 to 25% in 
2018, and more than quadrupling in absolute terms, from 22,830 to 97,720 over the 
same period. The second largest increase was in Business, Administration and Law, 
which has the greatest number of overall apprentices at 118,650 and accounted for 
30% of all apprenticeship starts in 2018. These two subject areas now make up over 
half of all apprenticeships. 
 
Alongside, there has been a decline in many of the vocational subjects traditionally 
associated with apprenticeships. In 2005, 1 in 5 apprentices (20%) were studying in 
Engineering and Manufacturing Technologies; by 2018 this had reduced to 1 in 6 
(15%). Similarly, those studying in Construction, Planning and the Built Environment 
has declined from 12% of all starts in 2005 to just 6% in 2018. In 2005, for every two 
apprentices studying in businesses there was one studying in construction. By 2018, 
the ratio had grown to five to one. 
 
Figure 12: Apprenticeship starts by Sector Subject Area 
Source: Apprenticeships and Traineeships data, Department for Education, Onward 
analysis 
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If apprenticeships are to fulfil their potential and contribute to levelling up, ministers 
will need to address the twin challenges outlined in the previous chapter - falling 
apprenticeship numbers and declining technical provision - without undermining 
the shift to higher standards or reliable funding. The risk with the current direction 
of travel is that the apprenticeship system, far from supporting greater opportunity 
for less prosperous people and places, serves to reinforce the bias towards graduate 
education and employment. This would not only fail to deliver levelling up, but 
disproportionately hurt the places ministers intend to support.  

There are two primary reasons why apprenticeship numbers are falling: the sharp 
drop off in apprenticeships employed by small and medium sized businesses and the 
shift to higher level qualifications. 

Before the levy was introduced, the majority of apprentices were completing their 
training with a small and medium sized enterprise (SME). But between 2015/16 and 
2018/19, the number of apprenticeship starts in SMEs almost halved, with 
approximately 105,000 fewer learners each year by 2018/19.33  Meanwhile large 
businesses marginally increased the number of apprentices, by around 15,000 over 
the same time frame. The reasons for this are not always straightforward, but a 
recent survey by the Federation of Small Businesses (FSB) found that over a quarter 
of their members (27%) say the reforms have had a negative impact on their business 
- citing recruitment (42%) and management time (29%) as the two biggest 
challenges. This has led to costs increasing: two in five small businesses (41%) report 
costs related to recruiting and training apprentices have increased. The FSB have 
also cited some of the stricter requirements of the new standards, with their 
Chairman observing that “changes like the explicit requirement for a minimum of 
20% off-the-job training are causing real headaches.”34 Such requirements are easier 
for larger businesses with larger workforces and greater resilience than smaller firms 
who may want staff present five days a week.  

Figure 13: Number of apprenticeship starts by employer size 
Source: Matched Industry Data, Department for Education, Onward analysis 
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The growing numerical influence of large businesses has also contributed to a 
change in the composition of apprenticeships. When faced with using the levy or 
losing the levy, many larger businesses are spending it on training existing staff in 
managerial or administrative posts rather than taking on new apprentices as 
recruits. A 2017 Ofsted report criticised the growing use of apprenticeships to 
accredit existing skills rather than new knowledge, and some instances where 
learners were not even aware they were on an apprenticeship scheme.35 Ofsted 
made clear that, while such practices may fall within the rules, it falls short on the 
‘spirit’ of the Apprenticeship Levy system. Similar concerns have been raised by the 
National Audit Office (NAO). In 2016, the NAO reported: “Some levy-paying 
employers are replacing their professional development programmes – for example, 
graduate training schemes in accountancy or advanced courses in management – 
with apprenticeships.”36 The authors argued that the additional value produced by 
the apprenticeship, which helps to justify the taxpayer subsidy underpinning the 
system, is undermined by the fact that the training programmes regularly would 
have taken place anyway. 

The 2018 Apprenticeship Learner Survey indicates that 61% of apprentices were 
employed by their employer prior to the start of their apprenticeship. This figure has 
increased by 20% since the 2015 survey, when only 51% existing employees were 
recruited onto apprenticeships. This is likely to be driven in part by the rising use of 
higher level apprenticeships, as the 2015 survey only included those studying Level 2 
or 3. This figure is also lower than previous surveys (68% in 2013 and 65% in 2011) as 
the question was altered to take into consideration those that were recruited for the 
purpose of becoming an apprentice but underwent a trial period prior to the start of 
training and were previously counted as employees.3738 This suggests that many of 
those that were employed before their apprenticeship and have caused the overall 
fall in the share of apprentices being new recruits are those in higher level study and 
older learners. 

SMEs overwhelmingly use the apprenticeship system to train up new staff. The 
Employer Skills Survey shows that 60% of businesses that have between two to four 
employees and 46% of those with five to 24 employees only use the apprenticeship 
system to bring in new employees. Only a small proportion - 6% and 10% 
respectively - have used it for existing staff members. Meanwhile, among large 
businesses with more than 100 employees around one in five firms use 
apprenticeships exclusively to recruit new staff. Indeed, businesses with between 
100 to 249 employees are roughly as likely to only offer apprenticeships to existing 
employees as they are to only offer apprenticeships to new recruits. 
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Figure 14: Share of apprentices by whether they worked for the employer before they 
started their course or training 2018/19 
Source: Apprenticeship Learner Survey, Department for Education 

Figure 15: Share of businesses offering different types of apprenticeships, by employer 
size 2018/19 
Source: Employer Skills Survey, Department for Education 
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Surveys of large businesses indicate that the growing focus on upskilling existing 
employees may be driven by the system not working well for its intended purpose. A 
2018 CBI/Pearson survey showed that over half (59%) of companies responding 
experienced difficulty in recruiting apprentices or expect to do so in the next three 
years. The top reforms called for were allowing the use of Levy funds to cover a 
wider range of training costs (59%), greater flexibility in spending the (51%), and less 
bureaucracy to make the system more responsive and more user-friendly (47%).39 An 
Institute of Directors poll in 2018 found that ‘administrative burden’ was the top 
reason cited by businesses for not taking on new apprentices.40 

Using apprenticeships for existing employees - with a skew to higher level 
qualifications in subjects like Business or Accounting - leaves the system ‘top heavy’. 
In the majority of subject areas, intermediate apprenticeships tend to be the most 
common level of training. They are most accessible (requiring the least prior skills) 
and often lead to apprentices progressing onto higher study after completion. In 
Business and Management the inverse is true. Of the almost 50,000 apprenticeship 
starts in 2018/19, only 6% of these (2,910) were intermediate; the remainder were 
advanced or higher level. The same is true for apprenticeships in Accounting and 
Finance, where there were more higher level starts than intermediate and advanced 
starts combined. While some of these apprenticeships are training up parts of the 
workforce and making them more productive, they are failing the original promise of 
apprenticeships as engines of economic mobility. 
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Figure 16: Apprenticeship starts by Sector Subject Area 2, 2018/19 
Source: Apprenticeships and traineeships statistics, Department for Education, Onward 
analysis  
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This skew towards higher qualifications risks putting excessive strain on the levy 
funding system, because higher level apprenticeships are often considerably more 
expensive. For example, the controversial chartered manager degree level 
apprenticeship, of which there were fewer than 3,000 starts in 2018, could have 
come at a maximum cost of almost £63 million, while the senior leader level 7 degree 
apprenticeship has cost a cumulative £47.7 million for a total of 3,400 starts. This 
compares to the adult care worker standard, which created 14,800 apprenticeship 
starts in 2018 for less than the Senior Leader Level 7 degree apprenticeship, due to 
the £3,000 maximum funding band.  In 2019 Jonathan Slater, the former Permanent 
Secretary for the Department for Education, confirmed to the Public Accounts 
Committee that if “current trends” continue the Apprenticeship Levy could incur a 
significant overspend despite the marked fall in apprenticeship numbers.41 

Higher level courses also suffer from much lower achievement rates than entry level 
courses. This means that taxpayer funds are increasingly going to courses with 
higher dropout rates, where individuals will not even leave with a qualification. 
Currently, overall achievement rates are at an all time low. In 2018/19 just under two 
thirds (64.7%) of apprentices completed their apprenticeship by leaving with an 
achievement. This number has fallen since 2012, when comparative data starts, and 
saw the largest fall in 2015/16 - largely due to a change of methodology where 
apprentices who left study but intended to return to education, but then didn’t, were 
included in non-completion figures for the first time.42 

Looking at achievement rates, we find that younger apprentices are much more 
likely to complete their apprenticeship and leave with a qualification. In total, 68.2% 
of 16-to-18 year olds and 67.7% of 19-to-23 year olds finish their training, compared 
to just 60.4% of over 24 year olds. Meanwhile those that study higher 
apprenticeships are considerably less likely to complete their study, with just 59.7% 
doing so.  

As these groups grow their share of apprenticeships starts, it is likely that 
achievement rates will fall alongside. This is particularly concerning given the 
greater funding associated with higher level apprenticeships means that funds are 
being channelled towards courses with a qualification rate of only three in five, 
reducing value for money as well as the number of people who benefit from 
apprenticeships.  
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Figure 17: Achievement rates over time 
Source: National Achievement Rates, Department for Education, Onward analysis 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
As these groups become more and more commonplace in the apprenticeships 
system, it is likely that achievement rates will fall alongside. This is particularly 
concerning given the greater funding associated with higher level apprenticeships, 
meaning that funds are being channeled towards courses whereby only 3 in 5 
apprentices leave with a qualification. 

Earnings differentials suggest that completion rates matter.43 The Centre for 
Vocational Education Research (CVER) have used a difference in differences (DiD) 
methodology to show that across every variable - gender, age group, apprenticeship 
level - and sample window considered,  a completed apprenticeship consistently 
produced higher earnings than non-completion.44  

This research also reinforces the evidence in chapter 2 on the key role of 
apprenticeships. Earnings differentials for 19-to-24 year olds are around twice the 
level for over 25 year olds following the completion of the apprenticeship. In other 
words, after completing an apprenticeship, 19 to 24 year olds receive twice the boost 
in wages compared to over 25 year olds.  Taking into account the framework that the 
learner was undertaking, CVER found that earnings differentials tended to be greater 
for younger learners even within the same framework, suggesting that it is not the 
case that younger apprentices simply partake in more worthwhile subjects. They find 
that in the sectors where the apprentices say their training is most crucial to being 
able to carry out their job, for example Construction and Engineering, the earnings 
differentials are higher than in the sectors where the apprenticeship was much less 
essential, for example Business Administration and IT. 
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Figure 18: Earnings differentials for ‘achieved’ and ‘not achieved’ apprenticeships  
Source: Centre for Vocational Education Research, LSE 
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Despite ministers best intentions, the incentives and requirements of the 
apprenticeships system are having unintended consequences. SMEs are taking fewer 
apprentices, and large businesses are using levy funds to retrain existing employees 
in higher level professional courses. The question is: why does this matter? There are 
some people who will argue that higher level apprenticeships are desirable, and may 
even generate higher earnings premia for individuals and productivity spillovers for 
the wider economy . Ultimately, it matters for the Government’s ambitions to level 
up economic opportunity for people and places who have been left behind.  

The decline in intermediate apprentices is a particular obstacle to ambitions to level 
up. Intermediate apprentices are most common among people that live in the most 
deprived places in England, as determined by the Index of Multiple Deprivation. In 
2018/19, there were 37,000 apprentices from the most deprived quintile, by learner 
postcode, studying in intermediate apprenticeships, almost double the number of 
those from the least deprived quintile (20,000). Among higher-level apprenticeships, 
however, there were a third more apprenticeships (16,000) from the least deprived 
quintile as from the most deprived quintile (12,000). 

As higher level routes expand and lower level routes shrink, therefore, opportunity is 
being restricted for more deprived individuals, who arguably have the most to 
benefit from an apprenticeship. Similarly, a quarter of those undertaking a higher 
level apprenticeship already hold a degree in another field, compared to just 8% of 
those in intermediate apprenticeships. This is in direct contrast to the Government’s 
stated ambition to provide apprenticeships as a meaningful alternative to higher 
education. As higher apprenticeships expand they are supplementing a university 
education rather than replacing it.  

Figure 19: Share of apprenticeship starts by IMD quintile and level 
Source: Apprenticeship and Traineeship statistics, Department for Education, Onward 
analysis 
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Figure 20: Share of apprenticeship starts by level and qualification 
Source: Apprenticeship Learner Survey, Department for Education, Onward analysis  
 
 
 
 
 
 
 
 

 
 
 

 
 
 
 
 
 
The decline of intermediate apprenticeship starts is therefore impacting individuals 
from the most deprived parts of the country most. This is closely tied to the fall in 
SMEs hiring apprentices, as they hire a greater share of apprentices from deprived 
backgrounds. Despite the small increase in the number of apprentices being hired by 
large businesses, larger employers are taking on fewer and fewer people from 
deprived backgrounds, leaving an ever dwindling number of SME employers to take 
on the greater share. In 2015, there was less than a one percentage point difference 
in the share of apprentices from deprived backgrounds hired by SMEs and by large 
businesses. As of 2019, this gap has nearly quadrupled. In 2019/20 (i.e. after the 
pandemic started) 21.8% of apprentices in SMEs were from deprived communities, 
compared to 19.2% in large businesses.  

This has led to apprentices from deprived areas being squeezed out overall. In 2012, 
just under a quarter (23%) of apprenticeship starts were taken up by those who lived 
in the bottom 20% of areas by the Index of Multiple Deprivation. This figure climbed 
as the number of overall apprentices rose to 2015 but has been falling steadily ever 
since, at 22% in 2018/19 and just 20% in 2019/20.  
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Figure 21: Number of apprentices that are from deprived backgrounds, as a 
percentage of all apprentices working within that size business 
Source: Matched Industry data, Department for Education, Onward analysis 

Changes in the composition of apprenticeships has contributed to the regionally 
unequal skill levels in the UK labour force. The places in England that have been 
hardest hit by the decline in apprenticeship uptake are mostly in  the North and 
coastal regions. For example, Harrogate and Knaresborough in Yorkshire had some 
of the highest numbers of apprenticeship starts in the country in 2011, at 2,220, but 
by 2018/19 this had declined by over 70% to just 660 new apprentices. Similarly 
there were 2,130 apprenticeship starts in Knowsley in 2011/12 but by 2018/19 this has 
halved to 1,010. 

Meanwhile in London and the Home Counties, the number of people studying for an 
apprenticeship has remained much more stable, and have even grown in some 
places. In particular, looking at the seats that are depicted in the darkest green in 
Figure 22 below, we find that places like Wimbledon, Tooting, Richmond Park, 
Battersea and Chelsea & Fulham have recorded some of the greatest increases in 
apprenticeships in the last decade. Only two seats in the North of England have 
higher apprenticeship starts relative to 2011: Haltemprice and Howden and Leeds 
North East. 

The decline in intermediate apprenticeships, alongside the rise in apprenticeships in 
large companies across richer areas, is behind this trend. For example, in Harrogate, 
there were 1,590 fewer intermediate starts and 1,560 fewer overall starts, because 
the number of people studying in advanced courses increased by 30. Meanwhile for 
the richer parts of London, intermediate starts have also fallen but the overall fall has 
been cushioned by the fact that the number of  higher courses has increased 
considerably.  
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Figure 22: Apprenticeship starts in 2018/19 as 
a percentage of 2011/12 starts, deciles 
Source: Apprenticeship and Traineeship statistics, 
Department for Education, Onward analysis 

Figure 23: Intermediate 
starts in 2018/19 as a 
percentage of 2011/12, 
deciles 
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Figure 24: Apprenticeship starts by region in large businesses 
Source: Matched Industry Data, Department for Education, Onward analysis 

 

Figure 25: Apprenticeship starts in small and medium sized businesses 
Source: Matched Industry Data, Department for Education, Onward analysis 
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If apprenticeships continue the course they are on they will not be the “supreme 
leveller upper” - to use the Prime Minister’s words - that they should be. At present, 
apprenticeships are training up people in richer parts of England while opportunities 
for poorer towns across the Midlands, North and coastal communities are withering 
away. The risk is that people are missing out on high paid jobs and their towns are 
missing out on the best way to boost their productivity and earnings. 
 
In the next chapter we turn to recommendations for how to get the apprenticeships 
system back on track. 
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Reforming the funding system for apprenticeships  

Young people are not well served by the current apprenticeships system. While the 
rhetoric suggests that technical routes are on par with academic routes for 16-18 
year olds, this is not backed up by funding. If a young person chooses to take A 
Levels at school or college, the bill is picked up by the taxpayer, but if they want to 
pursue on-the-job training, ministers ask that the bill is picked up by their employers 
- many of whom, as our evidence shows, are not offering sufficient opportunity. This 
urgently needs to be addressed. 

As it stands public spending on apprenticeships is significantly over budget. By 
2020/21, spending is set to hit £4.1 billion. This is £1.5 billion over the £2.6 billion 
allocated.45 There is no reason why spending on apprenticeships should be artificially 
constrained by the funds raised by the levy or budget constraints. Especially at a 
time of labour market shortages, ministers should be seeking to boost 
apprenticeship numbers to increase the supply of skilled labour in the economy.  

Some of the costs in the system can be reduced by addressing the shift towards 
higher-level professional development style qualifications, but this will not tackle the 
full problem. Not least because England is unusual in its limited public investment 
into apprenticeships. In many other European countries, such as Austria, Denmark, 
Germany, the Netherlands and France, off the job training is largely financed by 
public funds. Some countries, like Denmark, the Netherlands and France, do operate 
an Apprenticeship Levy system to contribute to the costs of training providers, but 
there are often much more generous state subsidies to incentivise training, 
particularly for disadvantaged groups.46 In the case of Germany, the Federal 
Government also provides vocational training grants for apprentices who live away 
from home and find their apprenticeship wage is not sufficient to cover day to day 
costs.47 

1.  Back young apprentices by fully funding all 16-18 year olds and removing 
them from the Apprenticeship Levy altogether 

To better reflect ministers’ ambition for young apprentices, and address the 
spending shortfall, under-19 apprenticeships should be funded from within the 
Department for Education budget and taken out of the levy funding system. We 
estimate that, if such a commitment had been made in 2018/19, the maximum 
funding that would have been allocated to under-19 apprenticeships would have 
been approximately £962 million. This estimate comes from considering the average 
funding allocated to apprenticeship standards at each level (intermediate, advanced 
and higher), multiplied by the number of apprentices between the ages of 16 and 18 
who completed an apprenticeship at that level.  

This is clearly a significant investment, but it could be paid for at least in part by the 
reforms to higher education which are set to bring in an additional 11 billion to the 
Exchequer in 2022/23.  
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We recommend that public funding should be made available for apprenticeships 
with both levy-paying employers and non-levy-paying employers. For those that are 
hiring apprentices under the age of 19, the Department for Education should fund 
the full cost of training and the end point assessment. This would recognise the 
social value of hiring young apprentices, free up levy funds to be spent on training 
for those over the age of 19 and make it more affordable for businesses given there 
would be no need for co-investment. It would also help to ensure that training 
providers are always able to provide training for under 19-year-olds because they 
would not be constrained by the limited funds that are allocated by the Education 
and Skills Funding Agency. In the past training providers have reported turning away 
potential learners because, particularly by the end of the year, they haven’t got the 
funding.48 

This would also disproportionately direct funding towards poorer regions, given 
young people are more likely to participate in an apprenticeship outside of London 
and the South East. In 2018/19, the local authorities where under 19s made up the 
greatest share of all apprentices in the area include Eden, Ribble Valley, Rochford, 
Allerdale and Copeland where two in five apprentices were under 19 years old. By 
contrast, in wealthier London authorities just six in every 100 apprentices were 
under 19 in Kensington, nine in every 100 in Wandsworth and 11 out of every 100 in 
Westminster. 

Figure 26: Share of apprenticeship starts in 2018/19 that are under 19 years old,  by 
local authority, deciles 
Source: Apprenticeship and traineeship statistics, Department for Education, Onward 
analysis 
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2.  End the additional subsidy for big businesses who fund apprenticeships 
beyond their levy funds 

At the moment, larger businesses who have used up their levy funds receive a 
taxpayer subsidy for additional apprenticeships of up to 95%. This ‘co-investment’ 
model is typically used by levy-paying businesses for more costly managerial courses 
that otherwise would have been funded through in-house professional development 
training. As the evidence in this report has shown, very little of this funding is 
directed towards new employees or young people. If there is a value to larger firms 
from these courses, then they should be expected to make the investment instead of 
the taxpayer. 

At present, data is not available on the total investment provided to large firms as 
part of the co-investment model for levy overspend. However, removing subsidy 
would offset the additional investment we have recommended for 16-18 year olds, 
focusing taxpayer investment on apprenticeships that create new opportunities. In 
this model, large employers that wished to support apprenticeships over their levy 
fund pot would be responsible for 100% of training and assessment costs. 

3.  Government should publish detailed datasets breaking down how much 
funding is raised, where it is spent, and where it is reallocated, alongside 
breakdowns by age, course type and level, and geography at the lowest 
possible level 

Much of the hostility towards the Apprenticeship Levy comes from a lack of 
transparency. The lack of flexibility around how it can be spent means too many 
businesses treat it like a tax and the social value of the levy is lost. In 2018 the CBI’s 
Education and Skills Survey found that 26% of businesses were not using their levy 
and viewed it as a tax.49 What is often not communicated is the importance of 
unspent levy funds for supporting the wider apprenticeships system. 

At present, the public rely on one line in the Budget document to understand the 
revenue brought in by the Apprenticeship Levy, given it is overseen by HMRC as a 
levy tax payment. Further detail on how the levy has been spent including what 
employers have spent, where there has been underspend and where public budgets 
have been overspent is only available from a number of Freedom of Information 
requests, Parliamentary Questions and Committee meetings.5051 

This compares to Higher Education funding, where via the House of Commons 
library and Department for Education one can easily locate the breakdown of the 
Higher Education budget including matched funding, National Scholarship 
Programme, Capital Funding and funding council allocations. 

 The Treasury and Department for Education should therefore publish data on funds 
generated by the levy, those spent by levy paying employers and where it is 
underspent. A further welcome commitment would be to publish details of 
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aggregated spending broken down by age, apprenticeship level, subject area, and 
geography. This could be performed at a high level to protect the privacy of 
taxpayers, as occurs with data released by HMRC. For example, R&D Tax Credits are 
collected from companies who spend on R&D activity and breakdowns of this are 
available by year, industry, regions and quantity.  The recent Levelling Up White 
Paper also committed to publishing spatial analysis of spending decisions from 
across government departments. This would send a clear message that Ministers are 
committed to putting skills at the heart of levelling up and hold them accountable for 
boosting apprenticeship opportunities across the country. 

Improving the supply of apprenticeships in small businesses 

Calls for greater flexibility over how small businesses can hire apprentices are 
understandable, but there is a risk that removing requirements like 20% off the job 
training will undermine quality. Instead, public bodies should alleviate the strain on 
SMEs by helping to broker apprenticeships with training providers in the area.  

4.  Mayors should be given more responsibility in the apprenticeships system 
for supporting small businesses in recruiting apprentices, and held to account 
for driving up numbers 

Mayors and Combined Authorities have had success to date in supporting the 
apprenticeship system. The West Midlands Combined Authority (WMCA) and 
Greater Manchester Combined Authority (GMCA) piloted the Apprenticeship Levy 
transfer model, in which levy-paying firms allocate up to 25% of their levy funds to 
smaller firms in their area instead of allowing unspent funds to return to the 
Treasury. Combined Authorities offered a brokering service to support transfers, 
helping larger businesses to understand their options and identifying smaller 
businesses that could benefit from additional funds. To date, the WMCA has routed 
£32.7m to 725 SMEs, from large firms operating in the region including Lloyds 
Banking Group and Amazon.52 Steps taken to make this easier for businesses 
nationally, including the new online levy matching system, are welcome - but 
behaviour change amongst large businesses is unlikely to come without significant 
engagement to help them understand opportunities and liabilities in levy transfer. 
Combined Authorities should maintain this role in Apprenticeship Levy transfer to 
support small businesses, instead of trying to centralise the model in Whitehall. 

The role of Mayors can be extended further. SMEs face administrative and awareness 
barriers beyond the availability of funds, and many operate using the co-investment 
model rather than the levy transfer. There is a need for sustained engagement with 
SMEs to help them articulate their challenges, understand their options, and identify 
training providers who can meet their needs. Many of these firms need a system 
which is highly flexible and responsive to their individual needs. 

Through their use of the Adult Education Budget, Mayors have shown they have the 
potential to combine the scale of a regional economy with agile local delivery. 
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Innovative ‘bootcamps’ which take place over weeks or months have rapidly upskilled 
people in fields such as digital, construction, and the creative industries. Evaluations 
of this bootcamp model have highlighted the importance of flexibility in provision, 
more easily achieved at the local level as opposed to through national contracts, and 
the need for strong relationships with employers.53  

To develop a model that can be scaled out across the country, SME apprenticeship 
brokering should be a key element of the trailblazer devolution deals being agreed 
with the West Midlands and Greater Manchester Combined Authorities. If 
successful, this approach should be rolled out through County Deals and 
negotiations for further devolution with other Combined Authorities. A devolved 
approach would see Mayors tasked with developing an apprenticeships brokering 
service, building on their existing responsibilities for business support and their role 
in facilitating Apprenticeship Levy transfer. In practice, activities may look similar to 
the ‘London Progression Collaboration’ pilot funded by JP Morgan, which helps small 
businesses to understand the basics of apprenticeships, identify opportunities and 
match them to apprenticeship standards, find a trusted provider, and access funding 
to cover costs.54 Mayors would receive funding for this role in return for agreeing 
target numbers for apprentices in SMEs in their area. In fulfilling this role, Mayors 
would work closely with sector bodies, chambers of commerce, and others as part of 
their broader role in economic development. It would also enable them to direct 
SMEs towards providers which produce good outcomes and high achievement rates 
using knowledge of training providers in the combined authority.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                         

Encouraging large businesses and industry leaders to  invest in                                   
apprenticeships                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                

5. Make it easier for levy-paying businesses to take on new recruits by building 
their skills before they start working 

As this report has shown, large businesses’ practises around apprenticeships are                                                                                                                                                                                                    
inadvertently hampering levelling up. While it is a good thing that large businesses 
are taking on apprenticeships, many are using funds to provide a route to new 
qualifications for individuals who are already in employment, rarely from deprived 
communities and increasingly in prosperous parts of the Greater South East. This is 
happening instead of providing the first step in the career ladder to younger learners 
from poorer backgrounds in disadvantaged places. But businesses are not to blame. 
The apprenticeship system as it currently stands is incentivising this behaviour, with 
larger businesses told to ‘use it or lose it’ with little discretion over how it is spent. 
Many take the easier route and spend the money on existing staff rather than go the 
extra mile to recruit new staff through the apprenticeship system. 

The core reason why large businesses favour their existing employees is 
straightforward - they are a known quantity, with a level of skill and experience that 
means they are delivering value for the organisation. Any new employee is a risk, 
with an unknown skill level and limited or no experience, who will take time to get to 
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the level where they are an asset. The CBI has found that 44% of employers are 
worried about hiring school leavers because they are not ‘work ready’.55 Shifting 
incentives means taking steps to change this calculation - making new employees a 
more attractive investment for levy funds. 

A first step would be to expand the practice of ‘front-loading’ training, making it a 
well-publicised and available option for all standards. ‘Front-loading’ allows 
apprentices to undertake greater levels of off-the-job training prior to entering the 
workplace - meaning they’re more likely to deliver value on day one. The 
Government currently provides guidance and support for employers and providers 
in construction and health sectors who wish to use this model. However this 
practice can, and is, successfully operated across industry. For example at the AMRC 
Training Centre all new entrants do approximately six months of block training, with 
one day release each month to the employer. This helps to guarantee apprentices 
will be productive from day one and also recognises the safety concerns with hosting 
new apprentices around potentially dangerous equipment. Therefore, Government 
should commit to publishing more guidance, as they helpfully do with construction 
and health care, to empower employers and providers to consider this model.56 They 
could go further still by considering what financial support could be made available 
where employers are paying wages for an extended period of time for an individual 
who is not on the job. 

If policymakers are concerned this would lead to too much of a gap between training 
and the end point assessment, they could stipulate what proportion of the training 
can be ‘front-loaded’. A limit of a third of training for a 12 month long apprenticeship 
would enable apprentices to undertake a 3 week intensive training course at the 
beginning of the apprenticeship, similar in practice to the ‘bootcamp’ pilots which 
have been referenced above. 

6. Provide higher financial incentives for businesses to take on new apprentices 
and explore an ‘Apprentice Tax Credit’ to provide longer-term financial 
incentives  

The Government has introduced a number of approaches to boost uptake of young 
apprentices. In 2016, they announced that employers hiring apprentices under the 
age of 25 and earning less than £50,270 a year would not need to pay Class 1 National 
Insurance contributions for the apprentice. This tax reduction was accompanied by a 
£1,000 grant for employers who take on apprentices under the age of 19 or for those 
under 25 in a vulnerable group.57 In addition to this, for apprentices who start their 
training between October 2021 and March 2022, employers were invited to apply for 
a £3,000 payment for new apprentices - to boost numbers in response to the Covid 
pandemic. 

These grants have been well received, but awareness levels amongst employers is 
low. Data from the Centre for Social Justice suggests just 17% of businesses were 
aware of the National Insurance Exemption and just 12% aware of the £1,000 grant.58 
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This problem may be even more acute among non-levy payers - a Federation of 
Small Businesses’ survey suggests that over a third of small businesses (34%) were 
not aware of the £1,000 incentive. Whilst the larger £3,000 grant may have boosted 
awareness, the six month eligibility window ends in March.  

As an initial step, the Government should maintain the £3,000 incentive to recruit 
apprentices whilst narrowing the eligibility to SMEs. Mayors and Combined 
Authorities should be tasked with boosting awareness amongst SMEs as part of their 
expanded role in apprenticeships (outlined above) and their role in the business 
support system, working closely with chambers of commerce and sector bodies. 

As a further step, the Government should consider an ‘Apprenticeships Tax Credit’ 
whereby expenses incurred in relation to hiring a new apprentice, for example the 
technology bought and recruitment resources, are tax deductible. This model is 
already employed in the German system, and encompasses all business-related 
apprenticeship costs, including wages.59 Systems already employed to support R&D 
tax credits could be expanded for this purpose, and again Combined Authorities 
could support firms in understanding their options and liabilities via their brokering 
role.  A tax credit would have the benefit of providing long term incentives, 
encouraging businesses to plan ahead and increase their ability to hire apprentices 
accordingly, rather than hoping they will respond to time limited incentives. 

An alternate approach would be to expand the scope and create a wider Human 
Capital Tax Credit as previously recommended by Onward. 60 This would have the 
benefit of recognising calls to expand the Apprenticeship Levy into a wider training 
levy, by providing greater financial incentives for all types of training, while 
maintaining the tight apprenticeship requirements that the current Levy relies on. 

7.  The Government should introduce a ‘Future Skills Challenge’, where 
employers can bid for the licence to rapidly develop new skills standards in 
areas on the technology frontier with the most acute skills gaps  

The standards regime was set up to enable an employer-led system, in which 
industry leaders come together and negotiate what should be taught in each 
standard, working closely with the Institute for Apprenticeships to approve their 
standard and with training providers to ensure value for money.  

While this system has increased the quality of apprenticeships, there have been 
complaints that it is too bureaucratic and time consuming. The current standard 
approval process is seen as too long, with successive reports of employers getting 
frustrated by the system.61 The National Audit office reports that this process has 
taken longer than expected, averaging around a year long in the more recent 
phases.62 This includes time to convene the trailblazer group, develop a proposal, 
wait to meet the fixed submission cycle, up to eight weeks to receive an outcome of 
the proposal and then nine months to approve it. This makes it more expensive for 
employers to engage in the standard making process, disincentivises them from 
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setting up their own standard if they feel there is a gap in the market, and 
undermines the agility of the skills system.63 

The 2016 Sainsbury Review into technical education recommended a licensing model 
to cut through bureaucracy.64 Under this approach, the Institute for Apprenticeships 
would issue a single invitation to tender for a national contract to develop Level 2 
and 3 technical qualifications for a specific skill. Bidders might be individual 
awarding bodies or consortia of organisations, possibly including major firms with 
skills gaps in technical roles like Dyson or Britishvolt. The winning contractor would 
have an exclusive licence to support delivery of this qualification and assess 
apprentices for multiple years to ensure they could make a return on their 
investment.  

Given the relatively new standards regime in the apprenticeships system, we do not 
recommend introducing this model wholesale at this stage. Instead, it should be 
piloted in areas where skills gaps are most acute and employers need to move rapidly 
in order to support growth. If the UK does not move quickly to make the skills 
system work for these businesses, not only are opportunities missed for young 
people but the UK risks being left behind in new green and high-tech industries. 

This pilot could take the form of a ‘Future Skills Challenge’, with the Institute for 
Apprenticeships issuing tenders for a small number of licences in sectors that are 
near the technological frontier, such as the installation of renewable energy 
solutions or the repair/maintenance of battery technology. This could be organised 
in collaboration with the newly commissioned Future Skills Unit, to identify skills 
gaps before they are most pressing.65 After licences have expired, these qualifications 
could revert to the previous collaborative model as requirements become more 
familiar.  
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Improving demand from ambitious young people 

8.  Encourage a network of elite technical institutions to provide a meaningful 
alternative to university 

Debates about apprenticeships have tended to focus primarily on the standard and 
funding of apprenticeship courses. This is understandable given the legacy of poor 
quality and underfunding left by a decade of Whitehall focusing almost exclusively on 
higher education as a route to opportunity. But a focus on content and funding can 
obscure the importance of high quality technical institutions, as both anchors for 
local, regional and national industry and as institutions to inspire people to a 
technical vocation in the way Britain's world class universities inspire students to 
scientific research. If Ministers are serious about creating parity between technical 
and higher education, they should take concerted steps to encourage a network of 
elite technical institutions. 

 
Some early steps have been taken to this effect through the establishment of 
Institutes of Technology (IoTs), bringing together colleges, universities, and 
employers to provide higher level technical training in their areas. The first wave saw 
12 IoTs established with £170 million of investment and a second wave will shortly see 
a further 9 IoTs established, providing they meet the DfE’s due diligence process, 
backed by a potential £120 million of capital funding. These will undoubtedly increase 
the supply of apprenticeships, alongside primarily classroom-based courses like T-
Levels and higher technical qualifications. They have also been successful in 
attracting engagement from major employers like Bosch, Siemens, Nissan, Rolls 
Royce, and Fujitsu.  

 
But IoTs are small in scale and number, and significantly underpowered compared to 
the original vision for them set out in the 2017 Conservative Manifesto. That 
manifesto committed to establishing "new institutes of technology, backed by 
leading employers and linked to leading universities, in every major city in 
England…[that] will enjoy the freedoms that make our universities great, including 
eligibility for public funding for productivity and skills research, and access to loans 
and grants for their students. They will be able to gain royal charter status and regius 
professorships in technical education." None of these freedoms have yet been 
granted to IoTs, which in their current manifestation are more akin to employer-
backed apprenticeship consortia than a new cadre of institutions.  

 
The limited ambition of the IoTs is also reflected in the places they serve. In the first 
wave of institutes, there are three in London however none in the North West nor 
the East of England. The second wave seeks to rectify this by creating three new IoTs 
in the North West and one in South Essex in the East of England, however much of 
the region remains poorly served. As a first step, Government must commit to 
ensuring the second wave of institutes goes ahead, working with the industry and FE 
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partners to overcome any barriers. The alternative is these institutes overwhelmingly 
serving parts of London and the South with little provision for the North of England.  
 
Figure 27: Map of the first and second waves of Institutes of Technology 
Source: Department for Education guidance. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

The recent success of other institutions provides a lesson in what a new breed of 
technical institutions might look like. In September 2017, The Dyson Institute of 
Engineering and Technology opened in Malmesbury in Wiltshire, offering around 40 
young people a year the opportunity to study for an engineering degree. This was 
originally awarded by the University of Warwick but the Institute has since been 
awarded New Degree Awarding Powers and so accredits its own students. In 2020, 
the New Model Institute for Technology and Engineering (NMITE) in Hereford 
invited applications from 50 young people to study for its new Master’s Degree in 
Integrated Engineering, initially approved by the Open University. Meanwhile other 
examples show this can be done at scale. For example Multiverse, established in 
2016, is now delivering over 4,000 apprenticeships, while building social and 
community networks into the learning experience.  

 
Both NMITE and the Dyson Institute work closely with local and national employers 
to develop their curricula and offer on-the-job experience to students, and both are 
explicitly focused on fixing the UK's longstanding and growing engineering skills gap. 
They are able to do so because of freedoms in the Higher Education and Research 
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Bill, which allowed new higher education institutions to be established and, if they 
meet rigorous standards upheld by the Office for Students, to be able award their 
own degrees without the support of a rival university. The effect of these reforms 
was profound: it encouraged new entrants into the higher education market, 
creating competitive pressure for universities to innovate and creating incentives for 
all institutions to drive up the quality of teaching. These reforms also provided a 
route for employers frustrated with the skills endowed by universities to take 
matters into their own hands and invest in human capital creation.  

 
The Government should seek to create a similar regime in technical education that 
encourages a new cadre of high quality technical institutions around the country, 
with the freedoms and prestige afforded to the UK's historic universities. In practice, 
this would mean removing barriers for any employer or group of employers to apply 
to create a new technical training institution, with the ability to access 
apprenticeship funding, as long as apprenticeship standards are met and sustainable 
finances and governance is in place. They should explore this option for institutions 
willing to offer all levels of apprenticeship training, rather than limiting this to higher 
levels as the current IoTs do. The Government could even relax Apprenticeship Levy 
funding to allow companies to pool funds to create institutions, rather than merely 
to fund courses. Existing institutions, such as AMRC in Sheffield, demonstrate the 
willingness of employers to invest in local training capacity to ensure they have the 
skills they need, and the importance of such institutions for attracting capital 
investment into left behind areas.  

9. Government should publish apprenticeship outcome data in the same level 
of detail as Higher Education outcome data, and ensure this is available to 
young people as they make decisions about their future 

Ministers are going to great lengths to communicate to businesses and learners that 
apprenticeships are an important and high quality route to become skilled. But there 
is a crucial tool that they are lacking in doing this which gives higher education 
routes the upper hand - long term outcomes. To build the argument for the efficacy 
of studying a degree at university, one can relatively easily locate long term earnings 
data which lays bare the earnings potential up to five years following graduation. 
This data is not available for apprenticeship long term outcomes, making it much 
more difficult to understand the benefits and compare the value of undertaking an 
apprenticeship with the value of a university degree. Therefore to demonstrate their 
commitment to the apprenticeship and technical education system, Ministers should 
commit to publishing this data in exactly the same way higher education data is 
published. It should then be reflected in guidance provided by the National Careers 
Service for adults and disseminated by the Careers and Enterprise Company to 
schools, and integrated into UCAS guidance. 

Ministers should consider progression data alongside earnings data. As the Office for 
Students has recently consulted on with regards to higher education providers, 
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training providers should be held to account for their ability to produce apprentices 
who are well equipped following completion of their course to enter the workplace 
as a full time member of staff. The Department for Education could then publish 
league tables highlighting which training providers are most successfully helping 
their students to progress into full time employment, either within their existing 
employer or a new employer, helping to build prestige the training providers which 
are most successful. 

This information should be made available as part of careers guidance, building on 
the recently strengthened approach to the Baker Clause. This should, in practice, not 
only mean students are aware of apprenticeships and technical routes but also aware 
of where they can study these courses. The end goal should be to both boost uptake 
of further education and to ensure that all young people who want to participate are 
able to, rather than being confined by a limited understanding of what providers are 
offering training.  
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Conclusion 
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A renewed and reformed apprenticeships system would offer numerous 
opportunities to the Government. A raft of young people would benefit from greater 
financial support and new training centres. Businesses would be able to cut through 
complexity and navigate the system more effectively, getting the skilled staff they 
need to grow. And the Government would have a real and tangible example of 
levelling up in action, which chimes with the industrial heritage of the towns that 
make up their new electoral coalition. 
 
These proposals will require some further investment, and the Government will need 
to tinker with a system that has admittedly been through several rounds of reform. 
The additional attention is worth it. Tackling the UK skills challenge is central to both 
our overall growth and the creation of opportunity in left behind places. And, as our 
paper has shown, apprenticeships have a unique role to play.  
 
In 1993 a Conservative Government brought apprenticeships back into the modern 
skills system, restoring prestige to technical and vocational routes. To meet the 
current political moment, this Government needs to modernise the apprenticeships 
system once again. 
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