
 

 

Apprenticeships in London’s construction, retail and hospitality sectors: 
an executive summary of the London Progression Collaboration feasibilty 

study  

Background and key questions 

IPPR and the Greater London Authority (GLA) worked in partnership to explore how to improve 

progression opportunities for those in low-paid and low-skilled work in London. This report 

summarises the results of a feasibility study carried out by the GLA and IPPR, which was 

commissioned by J.P. Morgan in 2018.  

The key questions the study set out to answer were: can targeted support for businesses increase 

apprenticeship levy spending in London and improve prospects for Londoners in low skilled work? If 

so, what should this support look like? The study examined the case for the London Progression 

Collaboration - a programme aimed at improving the opportunities afforded by the government’s 

apprenticeship levy for those in low skilled work in London. 

What problems could an apprenticeship levy programme in London help to address? 

• London has high levels of low (and high) pay. Despite being one of the most economically 

competitive cities in the world London is home to high levels of in-work poverty with one 

fifth of the population in low-paid jobs.  

• London has poor rates of progression from low to mid skills levels. London performs worse 

on in-work progression than most other regions. Hundreds of thousands of Londoners are 

stuck in low-skill, low-paid jobs, with little chance of progression. 

• London has low levels of apprenticeships compared to other regions. Despite evidence 

showing that apprenticeships are one of the best ways of progressing out of low paid work, 

London has the lowest level of apprenticeships starts per capita of any region in the UK.   

What is the government’s approach? 

The government introduced the apprenticeship levy in April 2017. Under the levy, all employers 

with a payroll of over £3m are required to pay 0.5% of payroll into a digital account which can only 

be used to pay for the training and assessment costs for apprentices. A large amount of 

apprenticeship levy funds will be raised in the capital given high levels of pay and a large 

proportion of employment at large employers. 

The apprenticeship levy is a welcome attempt to boost employer investment in apprenticeship 

training. However, there are serious challenges with the current system. Few levy-paying 

employers are choosing to or able to spend their levy, with just 14% of levy funds raised in the 

first 18 months spent by employers. Very few are choosing to use the transfer facility to support 

SMEs – by July 2019 the DfE reported just 480 apprenticeship starts resulting from levy transfers.  

We estimate that of the £2.6 billion raised by the levy across the UK in 2018/19, £588m of this 

was raised as a result of London-based employees. Even assuming a significant increase in the 

amount of levy funds being spent by levy-payers, we estimated that in 2018/19 alone £470m of 

levy funds were lost to levy-paying employers in the capital.   



Meanwhile, the government forecasts an overspend on the apprenticeships budget as a whole, 

whilst missing the target of creating 3 million apprenticeships by 2020. 

Why is it not working?  

We engaged with over 60 London employers to understand why the levy is not working, with a 

particular focus on the retail and hospitality and construction sectors.  

Large employers highlighted a number of challenges with fully utilising their levy funds. While 

some had long-standing apprenticeship schemes, many had limited experience and were relatively 

new to the system. While some had extensive in-house capacity, many had relatively limited 

internal resource to manage their programmes. Many employers highlighted challenges around not 

being about to find the right apprenticeship standards, and having to backfill roles for the 20% of 

the time an apprentice has to spend off the job.    

There are a number of challenges facing SMEs. We found many lack the internal HR and 

organisational capacity to manage an apprenticeship programme, and many are unfamiliar with the 

apprenticeship system. Many were put off by the cost of employing an apprentice. SMEs are 

required to ‘co-invest’ in training and assessing apprentices they employ, by contributing 5% of the 

cost. We found that many SMEs were keen to receive a transfer of unpsent levy funds in order to 

reduce this direct cost to the business. However this requires the SME to identify a levy-payer who 

is willing to transfer their funds, and investing the time and resource required to set up an 

apprenticeship programme.  

Almost all employers (both large and SMEs) said they would be willing to take part in a levy 

transfer if they were ‘matched’ with the right business and provided with comprehensive support to 

facilitate the process. 

What are the key features of a successful apprenticeship levy programme to help low 

skilled Londoners progress in work? 

It is clear that demand for apprenticeships in London is strong1 but that this will not result in more 

apprenticeships unless barriers to participation are lowered. Our research and learning from other 

similar initiatives suggests a successful apprenticeship levy programme for the key sectors 

identified in London should have the following features:  

• Support focused on specific sectors, but tailored to a wide range of business needs - from 

businesses with very little understanding of apprenticeships to large employers with highly 

experienced in-house expertise 

• A broad offer for levy paying and non-levy paying employers, including information, advice 

and guidance; apprenticeship programme design and support; levy transfer brokerage and 

facilitating the sharing of sectoral best practice   

• Dedicated account management to establish close relationships with participating employers 

and end-to-end advice and support 

• Support to transfer unspent levy funds by matching up levy-paying employers that aren’t 

able to spend all their funds with SMEs who could invest them in creating more 

apprenticeships  

• A focus on quality and progression to ensure apprentices thrive and go on to build a 

successful career in the sector 

• Clear USPs - a free business support service from trusted sources, offering levy transfer 

brokerage and insights into sectoral best practice  

 
1 For example the recent Business 1,000 survey conducted by London Councils showed that while fewer than one in ten 
(8%) employers in the capital currently employ an apprentice, over half (54%) believe there could be benefits of increasing 
the number of apprentices for the company. 
 

https://www.londoncouncils.gov.uk/members-area/member-briefings/economic-development/london-business-1000

