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Executive Summary
The London economy has been the engine behind the UK’s growth and employment growth in recent
years. The CLF region has been responsible for the majority of the growth in output and employment
in the capital, with particularly strong growth in high-skill occupations. Productivity and pay in London
is higher than in any other region, and it is higher still in CLF. London and CLF’s economy is forecast
to continue to grow in the coming years, though at a slightly slower rate than recently.
However, the CLF economy and population exhibit an even higher degree of polarisation than that of
London’s. London’s and in particular CLF’s economy are increasingly divided into high-skill and lowskill employment, with comparatively little in between. Forecast employment growth in London is
expected to accentuate this polarisation. There is a similar picture in terms of the workforce. In
London and in CLF in particular, there is a high proportion of workers with higher level qualifications,
slightly fewer workers with no qualifications, and far fewer with mid-level qualifications.
We examine the skills system in CLF, focusing in particular on adult skills. London schools are
performing exceptionally well, with more young people from inner London continuing to university than
the national average, though slightly fewer going to the best universities than outer London residents.
HE participation is higher in the less deprived CLF boroughs.
Participation in further education among CLF residents fell rapidly following restrictions on funding
entitlements and the introduction of Advanced Learner Loans:
-

The number of FE course starts among adults aged 19 and over declined by 58,000 or
28.6 per cent since 2012/13.
The fall in CLF was larger than that seen nationally though slightly lower than the London
average.
FE provision in CLF is heavily concentrated at lower levels, with over three quarters of
course starts at CLF-based providers being Level 2 or below.

There seems to be very low levels of demand for apprenticeships from both residents and employers
in CLF:
-

-

London has the lowest number of apprenticeships per capita of any region, with CLF
being below the London average.
There are fewer applications per apprenticeship vacancy in London.
Proportionately fewer employers in the capital offer apprenticeships.
In terms of subject area, apprenticeships seem to map relatively closely on to local
labour market demand, though there are relatively low levels in some important
sectors such as information and communication, construction, and leisure, travel and
tourism.
The majority of apprenticeships taken by CLF residents are at level 2, with 94.4 per
cent being at level 2 or 3.
Nearly half of apprentices in CLF are aged 25 or over.

Employees in CLF are slightly more likely to have received recent work-related training, but access to
job-related training in CLF is more polarised than in London and the UK:
-

CLF residents with higher level qualifications are more likely to receive job-related
training than adults with the same level of qualifications in London and the UK, but
those without high-level qualifications are less likely to receive such training than the
London and national average.
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-

-

Employers in CLF are more likely to have trained their staff in the last year than the
London and national average, and those that did provide training are more likely to say they
would like to provide more.
Employers in London are more likely to have a training budget, though investment in
training has fallen significantly in recent years.

We then examine the skills challenges for employers and adults in CLF. While employers in CLF have
access to a very highly qualified labour market, they do face some skills challenges:
-

Employers in CLF are more likely to have skills shortage vacancies than the London
and national average.
Surveyed employers who do face skills shortage vacancies in London are slightly
more likely to see a negative impact on their business.
Employers in London are more likely to face difficulties in retaining skilled staff.

While the London labour market offers huge opportunities for high-skilled residents, it is more
challenging for workers who lack such qualifications:
-

-

Transition from education to work appears to be difficult in CLF, particularly for adults who
have not gained high level qualifications.
Workers without high level qualifications seem to face far higher levels of labour market
disadvantage than workers with similar levels of qualification in the rest of London and in the
UK as a whole, and they have far lower employment rates.
Once in the labour market London has comparatively low levels of progression out of lowskilled occupations.

The causes of the challenges for employers and adults in CLF are then examined. These include
challenges with the CLF labour market, including high levels of polarisation and a lack of mid-skill
jobs. This contributes to high levels of competition for mid-skill jobs, low levels of employment for midand low-skill adults, and barriers to progression.
There are also a number of challenges relating to the skills system itself including:
-

-

The lack of flexibility to ensure local provision meets the needs of local employers and
adults. Devolution of the AEB offers the opportunity to address this, but the budget is small
and opportunities to influence the apprenticeship system are limited.
Low and unequal participation – the residents in CLF who could most benefit from
participation in training are currently the least likely to be doing so.
Lack of funding to support learners – with the barriers to participation being particularly
acute in CLF.
Poor link between demand and supply – with information failures affecting the decisions of
adults and employers in CLF, and poor data on the quality of provision.
Lack of an outcome focus – with providers in CLF and elsewhere being incentivised to
deliver high volume, rather than high quality.
Lack of high-level and high-quality provision – with the vast majority of provision in CLF
being delivered at a low level, and poor labour market outcomes.

We set out the following potential priorities for CLF:
-

Providing information to guide decision making, including high quality labour market
information on demand from local employers, and outcomes from local provision. This should
be used to support high quality information, advice and guidance, focused on priority groups.

3

IPPR 2017
-

-

-

-

Closing the participation gap by focusing support and investment on adults who could most
benefit from participation in learning, but might be least likely to do so otherwise. This could
include a lifelong learning account.
Embedding an outcome focus by focusing the system, and payments for providers, on the
desired outcomes including employment and wage returns, and progression to higher level
study. This could be delivered through outcome agreements.
Supporting progression, so that lower-level provision is a stepping stone to higher-level
qualifications, rather than an end point.
Strategic investment of capital funding to expand provision in priority areas and to de-risk
private investment.
Maximising the impact of the apprenticeship levy. This should involve supporting
employers to invest as much of their levy funds as possible, but doing so as part of a wider
workforce strategy that supports productivity improvements and progression.
Moving towards a systems approach in order to promote cooperation and maximise the
impact of the adult education budget This approach is characterised by co-operation and
collaboration between actors across the system, including commissioners, employers and
providers, rather than by competition. It involves attempts to plan provision, rather than
leaving it to the market. A systems approach in London should focus on boosting not just the
supply of skills, but demand for skills and skills utilisation too.
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1. The scope and context of skills delivery in Central London
1.1

The scope of the skills system

This report looks at the skills system in the round. It includes the following elements:
1.1.1

16 – 18 education

The compulsory participation age was raised to 18 in 2015. Young people aged 16 – 18 in the UK are
required to be in some form of learning;
either full-time education at a school, college or sixth-form,
an apprenticeship or tranineeship
part time education alongside a job
1.1.2

Higher Education

Higher Education (HE) covers a wide array of courses delivered at Level 4 and above. Most provision
is delivered by universities, but an increasing number of HE courses are delivered by FE colleges.
Most students are aged 17-19, though around a quarter of students in the UK are mature students.
Participation has increased very significantly in the last two decades. HE courses can be full-time or
part-time.
1.1.3

Further Education

Further Education (FE) is a term used to cover education for adults aged 19, including
apprenticeships, that takes place outside of the school and the Higher Education (HE) sector (Foster
2017).
1.1.4

Apprenticeships

Apprenticeships are paid jobs which incorporate off the job training. Apprentices have the same
employment rights as employees, but the minimum wage for apprentices is lower; £3.50 compared to
the minimum wage of £7.50 for adults aged 25 or overt and £7.05 for adults aged 21 – 24. Employers
are responsible for paying an apprentices wage. Training costs can be covered from apprenticeship
levy payments for larger firms, and smaller firms can receive a subsidy towards training costs.
Apprenticeships last between one and five years, and apprentices are required to have a minimum of
1 day per week on off-the-job learning. Apprenticeships can be delivered at a variety of levels from
intermediate (Level 2), through advanced (Level 3), to higher (Level 4 – 7) (Powell 2017). The vast
majority of apprenticeships are delivered at Level 2, equivalent to GCSE level, or Level 3, equivalent
to A-Level.
1.15

Workplace learning

Workplace learning covers workplace learning and training, excluding apprenticeships. Workplace
learning covers a broad variety of training, including basic skills, Level 2 and Level 3 courses, up to
higher-level skills including leadership and management. The Government-funded Train to Gain
programme which was cancelled in 2010 was a prominent example of workplace learning.
1.1.6

Community learning
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Community Learning includes a wide range of community-based and outreach-based learning
opportunities for adults. Community learning is largely managed and delivered by local authorities and
general FE colleges. It is often focused on social outcomes, rather than immediate economic
outcomes.

1.2

Qualification Levels

Qualifications in the UK are graded by level. There are nine levels, with the level of difficult increasing
with the number. Level 2 is equivalent to GCSE level, level 3 to A-Levels and level 5 to a foundation
degree. Appendix 1 sets out the qualification levels in detail with the main qualifications at each level.
1.3

Headline demographics
1.31

Employment and unemployment rates

As table 1.31 shows, the employment rate in CLF is slightly lower than the London average, and the
national average. Unemployment in CLF is higher than in London as a whole, and significantly higher
than the UK average. However, inactivity in CLF is lower than the London and UK rate.
Unemployment is lowest in Wandsworth (3.0 per cent) and Haringey (3.9 per cent) highest in Tower
Hamlets (12.2 per cent) and Kensington and Chelsea (9.8 per cent).
Table 1.31 – Unemployment in CLF is higher, but inactivity is lower than London and the UK
Employment, unemployment and inactivity among CLF residents, 2017

Employment rate (per cent)
Unemployment rate (per cent)
Inactivity rate (per cent)
Source: IPPR analysis of ONS 2017

Central London
Forward
73.6
6.3
21.3

London

UK

73.8
5.9
21.6

74.0
4.9
22.2

The gap between the London employment rate and the national employment rate has closed
significantly in recent years, from nearly five percentage points in the early 2000s, to just a fraction of
a percentage point today (Thompson et al 2016).
1.32

Qualification level of the working age population and the workforce

CLF residents are far more likely to have high-level qualifications than the London and national
average. Three in five CLF residents aged 16 – 64 (58.6 per cent, 1,267,000 people) have an NVQ
Level 4 qualification, compared to just over half across London (51.9 per cent), and fewer than two in
five in the UK as a whole (38.0 per cent).
There is a very large difference between CLF and the rest of the country in terms of the proportion of
adults aged 16 – 64 who have mid-level skills (NVQ Levels 2 or 3). Just over one in five working age
adults (21.6 per cent, 466,000 people) in CLF have mid-level skills, compared to nearly two in five
(36.2 per cent) in the country as a whole. This indicates a high degree of polarisation in the CLF
population, and to a lesser-extent the London population, with a very large number adults with high
level qualifications, few adults with mid-level qualifications, and a significant number of adults with low
qualification.
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Figure 1.32a – CLF has more adults with high-level qualifications and fewer with mid-level
qualifications than London and the UK
Highest level of qualification among adults aged 16 – 64 in CLF, London and UK, December 2016
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While there has been a rise in the proportion of working age adults with higher level qualifications
(level 4 +) and a fall in the proportion of adults with no qualifications across the country, the change in
London and in CLF in particular has been particularly rapid. The proportion of adults with higher level
qualifications in CLF has increased by 20.2 per cent since 2004, in line with the London average 20.0
per cent) but far higher than the 12.0 per cent increase nationally. The proportion of workers with no
qualifications has fallen by 7.8 per cent in CLF, slightly below the fall in London (8.8 per cent), but
twice the rate of the fall nationally (3.8 per cent).
Figure 1.32b – The proportion of workers with high level qualifications has increased rapidly in
CLF
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Source: ONS, Labour Force Survey, 2004 – 2016

7

IPPR 2017

1.33

Employment rate by qualification

Across CLF, London and nationally, employment rates increase along with qualification levels.
However, CLF has a very distinct profile in terms of employment by qualification, with lower levels of
employment for adults with no qualifications, and far lower employment for adults with low- and midlevel qualifications. The employment rate for adults with a level 2 as their highest qualification in CLF
is 6.9 percentage points below the London average and 12.1 percentage points below the UK
average. For adults with a Level 1 as their highest qualification, the employment rate in CLF is 11.6
percentage points below the London average and 18.4 percentage points below the UK average.
Figure 1.33a – The employment rate for mid-skill CLF residents is far lower than London and
the UK
Employment rates by qualification level, CLF, London and the UK 2016
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Source: IPPR analysis of ONS 2017
This suggests that adults in London with no, and particularly low- and mid-level skills face significantly
greater labour market disadvantage than those in the rest of London and the rest of the country. This
is likely due to two factors. First, as we show below, there are comparatively few mid-skill jobs in
London. Second, there are far more adults with high level qualifications. This leads to a much more
competitive labour market for those with mid- to low-level qualifications (Thompson et al 2016).
Lower levels of qualification among low- and mid-skill Londoners may also relate to higher levels of
over-qualification in London. 42.3 per cent of employers in CLF say they have some employees
whose qualifications are more advanced than are required for their current job, compared to 42.1 per
cent in London and 38.5 per cent in England (IPPR analysis of UKCES 2016). While demand for high
level skills is high in London, it does not appear to be as high as the supply of high level skills, leading
to over-qualification and mid-skill Londoners having to compete with high-skill workers for relatively
few mid-skill jobs.
There are very large differences in the qualification profile between adults in employment and not in
employment in CLF. Nearly all of the difference between CLF and London in terms of the proportion
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of adults with higher-level qualifications is accounted for by differences in qualifications among those
in employment. Among adults out of work, a similar proportion have high level qualifications in CLF
(31.4 per cent) as in London (30.2 per cent). However, among adults in employment, 68.6 per cent
have a higher-level qualification in CLF, compared to 59.6 per cent in London and 43.5 per cent in the
UK.
Figure 1.33b – Over two in three adults in employment in CLF have higher level qualifications
Qualification level by employment status in CLF, London and UK (2016)
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Source: IPPR analysis of ONS 2017
The polarisation between those in employment and those not in employment is starkest in Camden,
where three in four (75.4 per cent) of those in work have a higher level qualification, compared to one
in five (20.6 per cent) of those not in work. Hackney, Islington and Lambeth also have very high levels
of polarisation in terms of qualification level between those in work and not in work.
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Figure 1.33c – There is a high degree of polarisation in terms of qualification between those in
and out of work in CLF
Proportion of adults with a Level 4 qualification by employment status in CLF boroughs, London and
UK, 2016
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Source: IPPR analysis of ONS 2017
1.34

Self-employment

Levels of self-employment are higher among CLF residents than the UK average, though slightly
below the London average. Among CLF residents in employment, 17.7 per cent are self-employed,
compared to 14.3 per cent across the UK and 18.2 per cent across London. Levels of selfemployment vary significantly between the CLF boroughs. Self-employment is lower in Southwark
(12.4 per cent), Tower Hamlets (12.8 per cent), but it is far higher in Camden (22.0 per cent),
Haringey (23.7 per cent), and Kensington and Chelsea (33.7 per cent) (ONS 2017).
While there is significant diversity within the self-employed population, they tend to have lower levels
of qualification than employees (Dromey et al 2017). Self-employed workers are poorly served by the
current skills system. Restrictions to entitlement for public funding have limited access to the AEB,
and the increasingly employer-led skills system, with a focus on apprenticeships, offers little to the
self-employed.
1.35

Occupational structure of employment

Of CLF residents who are in work, a large proportion of employment are in high-skill occupations.
Nearly two thirds of employment (64.4 per cent) is in SOC codes 1-3 (managers, directors and senior
officials; professional occupations; and associate professional and technical occupations), compared
to just over half across London (55.5 per cent) and under half across the UK as a whole (45.0 per
cent).
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Figure 1.33d – Two in three CLF residents in work are in high-skill occupations
Employment by sector in CLF, London and UK, 2017
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1.36

Pay and low pay

Pay is slightly higher among CLF residents than the London average, and far higher than the national
average. Median hourly pay (excluding overtime) is higher than the London average in nine out of 12
CLF boroughs, with the exceptions being Hackney, Haringey, and Lewisham. However, pay is more
unequally distributed in CLF than in London and the rest of the UK, with both the inter-quartile range
and the multiple between upper and lower quartile of pay being higher.
Chart 1.36 – Pay for CLF is higher than the UK average but it is distributed less evenly
Median and upper and lower quartile hourly pay excluding overtime for all employees (£)
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Hackney
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14.37

21.29

Haringey

9.30

14.23

21.03

Islington

11.81

17.34

25.62

Kensington and Chelsea

11.26

17.10

32.99

Lambeth

10.19

15.07

21.32

Lewisham

9.97

14.84

21.94

Southwark

10.18

15.20

23.23

Tower Hamlets

10.06

15.70

24.85

Wandsworth

12.82

19.02

28.28

Westminster

11.32

17.89

26.58

Source: ONS 2016
The top decile of earners in inner London earned 4.5 more per hour than the lowest decile. This is
higher than multiple across London (4.3) and far higher than the UK figure (3.6). The difference is
even larger for annual gross pay. The top decile in inner London earn 8.5 times as much annually
than the bottom decile, compared to rations of 8.0 in London and 6.7 nationally (IPPR analysis of
ONS 2016).
In 2015, there were 362,000 CLF residents earning below the Living Wage, equivalent to 23 per cent
of those in work (IPPR calculations based on Metro Dynamics 2017). This is in line with the national
figure for the same year (Clarke and D’Arcy 2016), though the increase since 2010 has been more
rapid.
As figure 1.3.6a shows, the proportion of employees earning below the Living Wage (London rate)
increased in every CLF borough between 2010 and 2015. Increases were particularly large in
Hackney (13 percentage points), Tower Hamlets (13 percentage points) and Westminster (10
percentage points). Levels of low-pay are generally higher in the CLF boroughs to the south and east.
Low-pay is particularly prominent among part-time employees, with half earning below the London
Living Wage (Metro Dynamics 2017).
Figure 1.36a – The proportion of employees earning below the Living Wage increased in every
borough between 2010 and 2015
Proportion of employees earning below the London Living Wage in 2010 and 2015
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Source: Metro Dynamics 2017
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GLA forecasts suggest there will be a squeeze on living standards in the coming years. Household
income is expected to grow at 1.5 per cent in 2017, then 1.3 per cent in 2018 and 2.5 per cent in
2019. However, over the same period, RPI is forecast to be 3.2 per cent, 3.2 per cent and 2.9 per
cent, meaning real terms declines in income in the next three years (GLA Economics 2017)

1.34

Migration and the London labour market

London’s workforce is highly diverse, with a large percentage of migrants from the EU and the rest of
the world. The growth of London’s population and workforce has in large-part been due to migration to
the capital. Between 2005 and 2015, the UK-born population increased by 26,700 a year on average,
compared to 41,400 for EU nationals and 42,100 for non-EU nationals (PWC 2017).
Compared to UK-born workers, migrants from the EEA in London are more likely to be in
employment, and less likely to be unemployed or inactive. Migrants from the rest of the world are less
likely to be in employment, and more likely to be unemployed or inactive compared to UK-born
workers (Melville et al 2017). EEA migrants in London have higher levels of qualifications than UKborn workers and those from the rest of the world. 56 per cent of EEA migrants in London have an
NVQ 4 qualification, compared to 49 per cent of UK-born adults (ibid). However, median pay for
migrants from the EEA (£12.09/hr) and the rest of the world (£12.13) are both lower than for UK-born
workers (£15.05).
European migrant workers in London are heavily over-represented in skilled trades (15 per cent of
EEA-born workers compared to 7 per cent of UK-born) and in elementary occupations (17 per cent for
EEA-born compared to 6 per cent for UK-born). In London, EEA born migrants are over-represented
in construction, and food and accommodation.
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2. Key sectors and economic data
The CLF region is the heart of London’s economy. CLF accounts for 36.3 per cent of the resident
working age population of London, but 58.1 per cent of London’s employment (IPPR calculation
based on ONS 2016b and ONS 2017).
This section examines the CLF economy, including the sectoral composition, change in recent years
and forecast change.
2.1

Sectoral composition of CLF’s economy

As figure 2.1a shows, the CLF economy has a distinct employment profile with very high
concentrations in some sectors. These include professional, scientific and technical (18.3 per cent of
CLF employment compared to 8.5 per cent ing Great Britain), financial and insurance (11.1 per cent
compared to 3.5 per cent), and information and communication (9.3 per cent compared to 4.1 per
cent).
Figure 2.1a – CLF has high levels of employment in several high-skill sectors
Proportion of employment by sector in CLF, London and UK, 2017
20
18
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8
6
4
2
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CLF
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Great Britain

Source: IPPR analysis of ONS 2016b
In the last 30 years, London has become increasingly connected to the global economy, with a high
level of specialisation in high value business services, particularly in the CLF area. In the CLF subregion has been particularly strong growth and specialisation in finance and insurance, professional,
real estate, scientific and technical activities, information and communication (GLA Economics 2016).
As figure 2.1b shows, both employment and recent employment growth in CLF is concentrated in
high-wage and low-wage sectors. Between 2010 and 2015, the strongest net jobs growth has been in
professional, scientific and technical (27.3 per cent increase) and ICT and telecoms (23.6 per cent),
and media and publishing (18.9 per cent), and among administrative and support jobs (17.4 per cent)
and retail, food and employment and recruitment support (20.4 per cent)
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Figure 2.1b – Most jobs and most jobs growth are in high- and low-paying sectors
Distribution of jobs by sector (2010-2015)
Professional, Scientific and Technical
Financial Services
ICT and Telecomms
Leisure, Creative and Sport
Media and Publishing
Construction
Manufacturing
Wholesale Trade
Transport and Distribution
Employment and Recuitment Support
Retail, food and beverage, accomodation
Administrative and Support jobs
-

100,000 200,000 300,000 400,000 500,000 600,000 700,000 800,000
2010

2015

Source: Metro-Dynamics 2017
2.2

Forecast employment growth

In terms of future growth, GLA forecasts strong growth in distribution, accommodation and food
services, finance and business.
London has seen very significant output and employment growth in recent years. As table 2.2a
shows, GLA forecasts suggest the London economy which grew at 2.4 per cent in 2016, will grow at
2.3 per cent this year, 2.4 per cent in 2018 and 2.9 per cent in 2019, with employment rising by 0.7
per cent in 2017, then 0.5 per cent in 2017 and 0.7 per cent in 2019. These increases would be
significantly below the post-recession levels of growth we have seen in the capital, with employment
having increased by an average of 2.8 per cent per annum between 2011 and 2016.
Table 2.2a – The rate of growth of London’s output and workforce is expect to slow slightly up
to 2020
Actual and forecast growth rates for London’s economy
Annual growth rate (per cent)
2016
2017
2018
2019
London GVA (constant 2013, £
billoon)
Consensus (average of independent
forecasts)
London civilian workforce jobs
Consensus (average of independent
forecasts)
London household income (constant
2013, £ billion)
Projected UK RPI

2.4

2.3

2.4

2.9

1.8

1.9

2.0

0.7

0.5

0.7

0.5

0.8

0.8

3.1

1.5

1.3

2.5

1.7

3.2

3.2

2.9

1.9

15

IPPR 2017
Source: GLA Economics 2017a
GLA forecasts suggest a continuation of recent trends in terms of employment growth by sector in the
next three years. Manufacturing is expected to continue to contract, whereas there is expected to be
high levels of growth in high-skill sectors such as finance and business, and in lower-skill sectors such
as distribution, accommodation and food services.
Table 2.2b – Employment growth in London is expected to be highest in finance and business,
and in distribution, accommodation and food services secrtors
Forecast employment growth by sector in London, 2017 - 2020
Sector
2017
2018
2019
Manufacturing
-0.9
0.1
-1.0
Distribution, accommodation and food services
0.8
0.6
0.5
Finance and business
0.6
0.7
0.8
Construction
-1.2
0.5
0.9
Transportation and storage
-0.7
0.4
0.3
Other (public and private)services
0.3
0.3
0.5
Source: GLA Econimics 2017
The CLF area is expected to account for the majority of London’s employment growth in the coming
years. GLA forecasts that employment in London will grow from 5.5 million in 2014 to 6.4 million in
2036, an average increase of 41,000 jobs, or 0.69 of employment, per annum. Employment in CLF is
expected to grow from 3.1 million in 2014 to 3.8 million in 2036, equivalent to 30,000 jobs or 0.88 per
cent per year (GLA Economics 2016). This means that CLF will account for three in every four (73.2
per cent) new jobs in London over the period.
In terms of occupation, employment growth in London and CLF is expected to be driven by further
significant increases in professional, real estate, scientific and technical services, administrative and
support services, accommodation and food services, and information and communication over the
next twenty years (GLA Economics 2016).
Table 2.2c – London is forecast to see high levels of growth in skilled trades, professional
occupations, and managers, directors and senior officials
Projected growth in employment by occupation in London, 2014 – 2036
Occupation
Total jobs
Projected
Proportion
Proportion
Annual
2014
jobs, 2036
of jobs
of jobs
projected
2014 (per
2036 (per
per centage
cent)
cent)
change
Managers, directors and
618
821
12.8
14.6
1.3
senior officials
Professional occupations

1,207

1,711

25.0

30.4

1.6

Associate professional
and technical occupations

926

989

19.2

17.6

0.3

Admin. and secretarial
occupations

507

188

10.5

3.3

-4.4

Skilled trades occupations

345

511

7.1

9.1

1.8
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Caring, leisure and other
service; and sales and
customer service
occupations
Process, plant and
machine operatives; and
elementary occupations
Total in all occupations

630

630

13.0

11.2

0

601

732

12.4

13.0

0.9

4,833

5,635

100.0

100.0

0.7

Source: GLA Economics 2016
2.3

Current and forecast skills demand in London and CLF

Employers in CLF tend to have far higher demand for high-skilled workers than the rest of London
and the rest of the UK. In 2014, 58 per cent of employees in the CLF region had a higher level
qualification, compared to 38 per cent in the rest of London, and 29 per cent in the rest of the UK. Just
3 per cent in CLF had no qualification, compared to 6 per cent in the rest of London, and 6 per cent in
the rest of the UK (GLA Economics 2016).
Employers in CLF are more likely to have skills shortage vacancies (SSVs) than those in London and
the rest of the UK (UKCES 2016).
As the table above shows, future employment growth in CLF is expected to be concentrated in higherskill occupations. As a result of this, there will be a further growth in demand for higher level skills in
London.
As table 2.3a below shows, GLA forecasts suggest that the proportion of jobs requiring a higher level
qualifications (level 4 and above) across London will rise from 58 per cent in 2014 to 68 per cent in
2036. At the same time, relative demand for some lower-skilled occupations will decline, with
administrative and secretarial occupations set to shrink from 10.5 per cent to 3.3 per cent of
employment in London over this period. However, there is predicted to be a large increase in demand
for elementary occupations in accommodation and food, and administrative and support services
(GLA Economics 2016).
Table 2.3a – Number and proportion of jobs in London, 2014 and 2036 (projected), by
qualification
Total jobs
2014

Projected
jobs, 2036

3,379

Proportion
of jobs
2014 (per
cent)
50.2

Proportion
of jobs
2036 (per
cent)
60.0

Annual
projected
per centage
change
1.5

Degree or equivalent

2,425

Higher education

379

432

7.8

7.7

0.6

GCE, A-Level or
equivalent

803

786

16.6

13.9

-0.1

GCSE grades A*-C or
equivalent

604

591

12.5

10.5

-0.1
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Other qualifications

421

470

8.7

8.3

0.5

No qualifications

201

192

4.2

3.4

-0.2

Total in all occupations

4,833

5,365

100.0

100.0

0.7

Source: GLA Economics 2016
2.4

Productivity

As figure 2.4a shows, productivity in central London is higher than in London as a whole, and far
higher than the UK.1 While productivity growth has been slow compared to trend since the global
financial crisis, it has been slightly higher in central London, so the gap between CLF and the rest of
the country has grown in the last decade.
Figure 2.4a – Productivity in central London is a third higher than the UK average
Nominal smoothed GVA per hour worked in Inner London, London and the UK, 2004 - 2015

Nominal smoothed GVA per hour worked (£)
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Source: IPPR calculation based on ONS 2017b
2.5

Employment by size of employer in CLF

Here we use Inner London, rather than the CLF boroughs. ONS does not produce figures for all
boroughs individually, instead grouping ‘Kensington & Chelsea and Hammersmith & Fulham’ and
‘Hackney and Newham’. As we are unable to separate the non-CLF boroughs (Hammersmith &
Fulham and Newham), we have calculated the figure for Inner London, which includes all CLF
boroughs, plus Hammersmith & Fulham and Newham, as the closes approximation.
1
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Employment in CLF is concentrated in large organisations. The majority of jobs (53 per cent) are in
large firms, and two thirds (68 per cent) are in medium or large firms. This is a far larger share than
across the country as a whole.
Figure 2.5a – Large employers account for most employment in CLF
Business count and employment distribution by size of employer (2016)
100.0%
90.0%

88.0%

80.0%
70.0%
60.0%

53.0%

50.0%
40.0%
30.0%
20.0%

17.0%

15.0%

15.0%

9.5%

10.0%

1.9%

1.0%

0.0%
Micro

Small
Business Counts

Medium

Large

Employment Distribution

Source: Metro Dynamics 2017
However, while the central London economy has proportionately more large employers, and a larger
share of employment at large employers, this is not true of all of the CLF boroughs. Some, notably
those further from the commercial centre of London, such as Lewisham and Haringey, have fewer
large employers and more employment in SMEs.
The dominance of large employers in CLF and the high levels of pay will mean proportionately more
firms will be liable for the apprenticeship levy in the sub-region, and proportionately more will be
raised from employers in CLF.
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3. The national and regional policy context
This chapter examines the key developments in policy that affect the London skills system.
3.1

Devolution of the adult education budget

The Adult Education Budget (AEB) was created in 2016/17, bringing together three previously
separate budgets; the non-apprenticeship part of the Adult Skills Budget, community learning, and
discretionary learner support (Foster 2017).
In the 2016 Autumn Statement, the Government announced their intention to devolve the Adult
Education Budget (AEB) to London from 2019/20 subject to ‘readiness conditions’ (HMT 2016). It is
hoped that the devolution will ensure that provision is better aligned with local need, and better able to
boost productivity. Devolving budgets and commissioning to local areas aims to ensure colleges and
other training providers are more focussed on responding to local economic priorities and outcomes
(DfE 2016).
The Mayor of London will be responsible for commissioning, funding, delivery and management of the
budget. He has committed to working closely with boroughs and the sub-regional partnerships to help
shape the London Skills Strategy (LSS) and the delivery of the devolved AEB (GLA 2017). The exact
budget is yet to be confirmed, but it is expected to be roughly £400m pa (ibid). This equates to £67
per adult aged 16-64 in London. This amount is unlikely to be able to meet skills needs in the capital.
3.3

T-Levels

Following the recommendation of the Sainsbury Review, the Government has committed to
introducing new technical routes and qualifications known as ‘tech levels’ or more recently ‘T Levels’
(BIS and DfE 2016).
T-Levels are being introduced in order to improve the quality of technical education, to ensure
provision meets employer needs, and to ensure routes of progression for learners. The current
system is seen as being overly-complex, with overlapping qualifications, many of which are not valued
by employers (ibid).
These will be based around a common framework of 15 routes that group occupations together
across all technical education. Routes will begin with a high-quality two-year college-based
programme, and they will be aligned to apprenticeships. Just one tech-level qualification will be
available in each occupation, though there is the ability to specialise by occupation, as many of the 15
routes cover a wide diversity of occupations. Routes are expected to extend to the highest skill levels,
supporting learners to progress. The system will be overseen by the Institute for Apprenticeships, with
the content of the technical routes and the associated qualifications being designed by employers
(ibid).
In the 2017 Spring Budget, the Government announced £500m of additional funding per year by 2022
to increase the number of contact hours by 50 per cent to over 900 hrs on average, including the
completion of a work placement (HMT 2017).
3.4

Apprenticeships and the Apprenticeship Levy

The Government has recently introduced a series of reforms to the apprenticeships system in order to
make it more ‘employee-led’. Under the new system, employers are responsible for designing the
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content of apprenticeship standards through ‘trailblazers’, which are then approved by the Institute for
Apprenticeships. Under the new system, funding is controlled by employers rather than being drawn
down by training providers, with providers being expected to identify and buy off-the-job training from
a training provider. The requirement for a apprenticeships to include a recognised qualification has
been removed, and apprentices will instead face ‘end point assessment’ that is specific to that
apprenticeship, and which is intended to verify the learner has reached a level of competence
(Thompson et al 2016).
The Government are seeking to boost the number of apprenticeships in England, and included a
commitment to deliver 3 million apprenticeships starts in between 2015 and 2020 in their 2015 and
2017 manifestos (The Conservative and Unionist Party 2017).
The Government has introduced an apprenticeship levy in order to boost employer investment in
apprenticeships. The levy affects all employers with a payroll of £3million or more, with firms having
0.5 per cent of payroll above the £3million deducted and placed in a digital account. They are then
able to access their funds – with a 10 per cent top-up from Government – to cover the cost of training
for apprentices that they employ (DfE 2017). The apprenticeship levy is expected to raise £3 billion by
2020/21.
As highlighted above, the apprenticeship levy is based on payroll, it will raise proportionately more
money in London than the rest of the country as the capital has both higher pay and a greater
concentration of large firms (Dromey et al 2017).
3.5

Higher Education

The Governmemnt’s Higher Education and Research Act 2017 introduced a number of significant
reforms to the system (Morris 2017):
The Office for Students (OfS) was established as a new regulator and funding council for
universities, with statutory responsibility for quality and standards, and the ability to approve
new entrants to the sector.
The OfS will take on the functions of the Office for Fair Access, and universities will be
required to publish information on the fairness of admissions.
The Teaching Excellence Framework (TEF) has been introduced to rate universities based on
teaching quality. Up to 2020, universities meeting minimum standards under the TEF will be
entitled to increase tuition fees with inflation, and after 2020, tuition fees can be linked to
results in the TEF.
Universities will be given the ability to charge higher annual fees for ‘accelerated degrees’ –
courses taught over a shorter period.
3.6

Funding

Here we highlight the funding streams available to adults to undertake education and training. We
exclude apprenticeships, which are paid jobs and where the training is funded by the employer and/or
government.
3.6.1

Adult Education Budget

Current entitlements for funded learning under the Adult Education Budget are set out in appendix 2.
Funding is focused on younger learners, and on those who are not in employment. However, this
leaves adults aged 24 and above who are in work – including those on low pay and with low
qualifications – poorly served. It also provides little support for adults who are in-work and looking too
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change careers, or for adults looking to undertake learning which is not either an apprenticeship, or a
full qualification (LWI 2016).
The AEB and the increasingly employer-led adult skills system also provides limited support for selfemployed adults.
3.6.2

Advanced Learner Loans

Advanced Learner Loans were introduced in 2013, when the entitlement to publicly funded training
was restricted. They are available for adults aged 19 and above to undertake approved qualifications
at Level 3 to Level 6 at an approved provider (SFA 2016). They cover course fees only.
The year following their introduction, participation on eligible courses by learners aged 24 and over
fell by 31 per cent (Adams et al 2016).
3.6.3

Tuition Fees

Students in Higher Education face tuition fees of up to £9,250 a year. Most institutions in London
charge the full amount. Loans are available to cover the fees, which are then paid back after
graduation, once the individual is earning over a certain amount – currently set at £21,000 a year.
3.6.4

Maintenance Loans

Students taking Higher Education courses in 2017/18 can be eligible for maintenance loans of up to
£11,002 a year if living away from home in London, or £8,430 outside of London.
From 2019/20, Government will provide maintenance loans for students on technical education
courses at NVQ levels 4 to 6 in National Colleges and Institutes of Technology (HMT 2017).

3.7

Brexit and Immigration

Following the Referendum on the UK’s membership of the European Union last year, the Government
has committed to leaving the EU. Article 50 was triggered on 29th May 2017, and the UK is et to leave
the EU on 29th May 2019. In their recent manifesto, the Government pledged to leave the European
Single Market, to end freedom of movement with the European Union, and to reduce immigration from
the EU. The Government also re-committed to their target of reducing net migration from its current
levels of 248,000 to under 100,000 per year (The Conservative and Unionist Party 2017).
The ending of freedom of movement would have very profound consequences for London. 13.2 per
cent of London’s workforce in 2015 (resident and commuter) were born in the rest of the EU, the
highest of any region. This figure had increased by 109per cent since 2005 (PWC 2017).
There is not yet clarity on the exact nature of the nature of post-Brexit migration policy. Various
Government Ministers have suggested there will be a transitionary period, and there have been
promises to support industries that may be particularly impacted by the ending of freedom of
movement to adapt. However, the length and nature of the transitionary period is unclear.
3.8

Regional policy context

The Mayor of London has established the Skills for Londoners Taskforce to guide skills policy. It’s
purpose is to (GLA 2017b):
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-

advise the Mayor of London on priorities and initiatives to ensure all Londoners and London’s
businesses can access the skills they need to succeed
support the Mayor in developing a city-wide strategic approach to skills, including
development of a London Skills Strategy
help inform approaches to delivering the Mayor’s manifesto commitments on skills
take a strategic view on priorities for capital investment in London’s skills sector
provide advocacy and lobbying on skills-related issues in the capital

The GLA will consult on the London Skills Strategy and the draft policy for the Adult Education Budget
Skills Funding Statement between September and November 2017, with sub-regional events taking
place. The draft final strategy being endorsed by the Skills for Londoners taskforce on 30 th January
2018, and sent for Mayoral approval in February – March 2018 (GLA 2017b).
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4. The skills system in CLF
This chapter examines the skills system in CLF, with a focus on further education, apprenticeships
and other employer-provided training.
4.1

Destinations at 16

Figure 4.1a sets out destinations data for young people after Key Stage 4. It shows that young people
in CLF are more likely to go to a school sixth form, and less likely to go to an FE college or to an
apprenticeship. The rate of apprenticeship starts for young people in CLF is a third that of the national
average.
Figure 4.1a – Most young people in CLF go to a school sixth form and few take
apprenticeships
KS4 destination measures: 2013/14 cohort into 2014/15 destinations, CLF, London and England (per
cent)
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Source: IPPR analysis of DfE 2017b
There has been some change in destinations for this age group in recent years. The proportion of
young people going to an FE college or other FE provider fell from 35.5 per cent in 2009/10 to 26.4
per cent in 2014/15, and the proportion at sixth form colleges falling from 15.5 per cent to 11.9 per
cent. The number going to school sixth forms rose from 47.7 per cent to 52.5 per cent over the same
period with the proportion doing an apprenticeship rising from 1.3 per cent to 2.1 per cent (IPPR
analysis of DfE 2017b and DfE 2012).
.

4.2

Destinations at 18

As figure 4.2a shows, young people growing up in CLF are more likely to go to university, but they are
less likely to go to the top universities. Of the young people completing Key Stage 5 in 2014/15, 57
per cent went on to university, just below the London average (58 per cent) and well above the
national average (48 per cent). However, just 10 per cent of young people from CLF
went to Russell Group universities, including Oxbridge, compared to 14 per cent in outer London and
11 per cent in England.
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Figure 4.2a – Young people in CLF are more likely to go to university, but less likely to go to
the top universities
Destinations of London’s 2014/15 Key Stage 5 cohort (percentage in each category)
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4.3

Higher Education

London has some of the highest rates of participation in HE in the country. The participation of local
areas (POLAR) data measures the proportion of the young population in a given area that participates
in higher education. As Figure 4.3a below shows, 40.2 per cent of young people across CLF go on to
HE, far higher than the national average (34.7 per cent), but lower than the London average (43.1 per
cent).
Within the CLF region, there is very significant variation between boroughs. Over half of young people
in Westminster (56.5 per cent), Kensington and Chelsea (60.9 per cent) and City of London (64.3 per
cent) go to HE, compared to fewer than one in three in Tower Hamlets (32.2 per cent) and Hackney
(31.1 per cent). Half of the CLF boroughs are in the top quintile in terms of participation, but two
(Hackney and Tower Hamlets) are below the national median. Participation rates are lower in the east
and south east of the CLF region.
Figure 4.3a – Participation in HE in London is high, but highly unequal
HE participation of local areas (POLAR) data, CLF boroughs, CLF, London and England (2015)
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London has a large and successful HE sector, with several HE providers, including 5 Russell Group
universities located in the CLF region.
There were 361,925 students studying at London-based HE providers in 2015/16, up slightly from
359,990 in 2014/15 (HESA 2017). Of London-based students, 67.2 per cent are undergraduates
compared to 76.6 per cent nationally. Higher Education in London is far more reliant on international
students. In London, 9.3 per cent of students are EU nationals and 19.5 per cent are non-EU
nationals, compared to 5.6 per cent and 13.6 per cent nationally. Part time students account for just
8.4 per cent of students in London institutions, compared to 13.7 per cent nationally (IPPR
calculations based on HESA 2017).
4.4

Adult participation in learning

The NIACE Adult Participation in Learning Survey shows that adults in London are less likely to
participate in lifelong learning. 40 per cent of adults in London have taken part in learning in the last
three years, below the national average of 42 per cent, and lower than every region except the North
West and the West Midlands (NIACE 2015)
4.5

Job-related training – the employee perspective

The Labour Force Survey provides data on participation in job-related training. CLF residents who are
in work are more likely to have recently participated in job-related training. 27.1 per cent of workers
aged 16-64 in CLF have taken part in training in the last 13 weeks, slightly higher than the figure for
London (25.3 per cent) and the UK (24.4) (IPPR analysis of ONS 2017)
There are broadly similar patterns of participation in CLF as with London and the rest of the UK.
Employees in the public sector are far more likely to have taken part in training (39.7 per cent), as are
managerial and professional staff (30.7 per cent). 28.9 per cent of full time workers in CLF have taken
part in training in the last 13 weeks, compared to 19.8 per cent of part time workers (IPPR analysis of
ONS 2017).
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As with London and the rest of the UK, adults with higher level qualifications in CLF are
disproportionately likely to receive job-related training. However, the gap is larger in CLF. As table 4.5
shows, three in ten adults with a Level 4 qualification or above in CLF have received job-related
training in the last 13 weeks, compared to fewer than two in five adults without a Level 3 or below.
Table 4.5 – Workers in CLF with higher level qualifications are far more likely to receive
training than those with lower level qualifications
CLF

London

Received job rel. train. in last 4 wks - NVQ Level 4
equivalent and above
Received job rel. train. in last 4 wks - NVQ Level 3
equivalent and below
Received job rel. train. in last 13 wks - NVQ Level 4
equivalent and above
Received job rel. train. in last 13 wks - NVQ Level 3
equivalent and below

UK

15.6

15.1

16.4

8.9

8.7

9.8

30.7

29.9

31.2

18.5

19.0

19.4

Source: IPPR analysis of ONS 2017
In 2014/15, the last year for which data is available, there were 10,360 funded learners participating in
workplace learning in providers based within CLF (DfE and ESFA 2016).
4.6

Job-related training – the employer perspective

The UKCES Employer Skills Survey examines employer perceptions of skills and provision of training.
Employers in CLF are more likely to provide training for their employees than the London and national
averages. As figure 4.6a below shows, 69.0 per cent of CLF employers have funded or arranged
training for staff in the last 12 months, compared to 64.5 per cent across London and 65.6 per cent
nationally. Employers in CLF are more likely to have provided both on-the-job and off-the-job training.
Figure 4.6a – Employers in CLF are more likely to have provided training in the last 12 months
than the London and national average
Whether establishment has funded or arranged training for staff over past 12 months, 2015 (per cent)
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Among employer who do train their staff, the number of days training provided per employee and the
proportion of the workforce who have received training in the last year are similar in London to the
national average (IPPR calculation based on UKCES 2015).
As figure 4.6b below shows, employers in CLF are more likely to have a budget for training
expenditure (38.8 per cent) than the national average (31.0 per cent). They are also more likely to
have a business plan (68.3 per cent compared to 62.0 per cent).
Figure 4.6b – Employers in CLF are more likely to have business plans and training budgets
Percentage of businesses with business plans, training plans and training budgets in CLF, London
and England (2015)
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Employer investment in training has fallen across the UK over the last decade (IPPR 2017). The fall
appears to be particularly steep in London, with investment falling by 30 per cent from £10.1 billion on
2010/11 to £7.1 billion on 2012/13 (GLA Economics 2016)
Among employers who do not provide training in London, the vast majority say that all of their staff
are fully proficient or that there is no need (67 per cent). The next most common reasons were that
there was no money available for training (10 per cent), that training is not considered a priority by the
establishment (9 per cent) (UKCES 2016). If these answers are taken at face value, it would suggest
the apprenticeship levy may have a limited impact in London on increasing training among firms
which are currently not training staff, given just one in ten mentioned cost of training. However, the
prospect of losing unspent levy funds may spur employers to re-examine their judgements that their
staff are fully proficient, and potentially increase demand.
There appears to be a greater willingness to train more in London than in the rest of the country.
Among employers in London who did provide training, over half (52 per cent) said they would have
provided more training for staff if they could have done, compared to 46 per cent nationally (UKCES
2016). Among employers in London who did provide training but wanted to provide more, the most
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commonly cited barriers were the lack of funds for training/expensive training (51 per cent), difficult in
sparing time for more staff training (49 per cent) and finding the time to organise training (16 per cent)
(UKCES 2016). This suggests that the levy may have more of an impact in increasing investment
among employers in London who are already investing in training. However, while the levy may
address the first issue of the cost of training, by providing funds to use against apprenticeship costs, it
would be unlikely to address the second issue around sparing the time, or the opportunity cost of
training.
4.7

Apprenticeships

4.7.1 Employer demand
There is relatively low employer demand for apprenticeships in CLF and London. The UKCES
Employer Perspectives Survey found that 11 per cent of surveyed employers in London in 2014 had
apprentices, compared to 16 per cent across the rest of England. The survey also found that
apprenticeships in London tend to be shorter (UKCES 2015). London has the lowest proportion of
employers offering apprenticeships of any region (Thompson et al 2016).
However, there has been a steady increase in the number of employers who employ apprentices
across London. In 2010/11, there were 13,490 employers with an apprentice in London. This has
since increased every year, and in 2015/16 there were 24,210 employers in the capital with an
apprentice (DfE 2017)
4.7.2

Apprenticeship starts and demand

As figure 4.7.2a shows, there was a very large increase in the number of apprenticeship starts in the
CLF region after 2009/10. A similar increase was seen in the rest of London and nationally, with the
increase being driven by a large increase in the number of apprentices aged 25 and over. Since
2010/11, the number of apprenticeship starts has remained broadly steady.
Figure 4.7.2a – Apprenticeships in CLF doubled in 2010/11 and have remained stable since
Apprenticeship starts in CLF, 2008/9 – Oct 2016/17
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Source: IPPR analysis of DfE 2017d
While the number of apprenticeships among CLF residents is far higher than in 2009/10, and while it
may increase further as a result of the apprenticeship levy, the increase is dwafed by the fall in
participation in further education seen in recent years. As is shown below, the number of FE and skills
course starts fell by a third between 2012/13 and 2015/16 following the restriction of entitlement to
public funding with 58,000 fewer starts. By contrast the number of apprenticeships increased by 8,210
between 2008/9 and 2015/16.
However, apprenticeship starts remain very low in CLF compared to the size of the local population.
Figure 4.2.7b shows the number of apprenticeship starts per 100 adults aged 16 - 64 by region in
2015/16. London has the lowest number of starts of any region, with just 0.8 starts per 100 residents
compared, just over half the national average of 1.5 per 100. There are even fewer in CLF, with just
0.6 apprenticeship starts per 100 adults aged 16 – 64 in 2015/16.
Figure 4.7.2.b – There are fewer than half as many apprenticeship starts per capita in CLF than
the national average
Apprenticeship starts per 100 adults aged 16 – 64 in 2015/16 by region
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Demand for apprenticeships is lower in London than the rest of the country. In May 2017, there were
1.45 applications per apprenticeship vacancy in London, compared to 1.58 across the rest of the
country (DfE and ESFA 2017).
4.7.3

Apprenticeships by age in CLF

The majority of the growth in apprenticeships in CLF, London and England in recent years has been
among older apprentices.
There is a significant difference in terms of the age profile of apprentices in CLF compared to the
London and national average. Just 17.9 per cent of apprentices in CLF in 2015/16 were aged under
19, compared to 23.0 per cent across London, and 25.8 per cent in England. The majority (53.7 per
cent) of apprentices in CLF are aged 25 or over.

30

IPPR 2017
Figure 4.7.3a – Most apprenticeship starts in CLF are aged 25 or over
Apprenticeship starts by age in CLF, London and England
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4.7.4

Apprenticeship starts by level

The majority of apprenticeship starts in London are delivered at intermediate level (level 2) equivalent
to GCSEs. The proportion of apprenticeships delivered at this level in CLF is slightly higher than the
London average, but slightly lower than the national average. Just 5.6 per cent of apprenticeship
starts in CLF were at higher level (level 4 – 6), slightly lower than the London average and slightly
higher than the national average.
Table 4.7.4a – Over half of apprenticeship starts in CLF are at Intermediate level
Apprenticeship starts by level in CLF, London and England, 2015-16
CLF

London

England

Intermediate

55.2

53.5

57.2

Advanced

39.3

40.5

37.5

5.6

6.1

5.3

Higher

Source: IPPR analysis of DfE and ESFA 2017b
4.7.5

Apprenticeship starts by Sector Subject Area

In terms of sector subject area, CLF has a greater proportion of starts in business administration and
law than the national figure. Over one in three (35.4 per cent) apprenticeship starts in CLF are in this
area, compared to just over one in four (28.1 per cent) nationally. As a proportion of all apprenticeship
starts, CLF has far fewer in engineering and manufacturing technologies (6.5 per cent compared to
15.4 per cent nationally) and construction, planning and the built environment (3.3 per cent compared
to 4.2 per cent).
Figure 4.7.5a – Compared to England, apprenticeships in CLF are more likely to be in
business, administration and law, and less likely to be in engineering and manufacturing
Apprenticeship starts by sector subject are in CLF and England (2015-16)
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As might be expected, there is a relatively close match between the sectors with the highest number
of apprenticeships, and the sectors with high levels of employment and high employment growth in
the London economy.
However, there are some areas where apprenticeship numbers seem mismatched with local demand.
Information and communication accounts for 9.3 per cent of employment in CLF and it has grown
significantly in recent years, but it accounts for just 4.2 per cent of apprenticeships in CLF. Leisure,
travel and tourism represents a significant part of the London economy, but it accounts for just 2.7 per
cent of apprenticeship starts. This sector is also vulnerable to changes in migration policy post-Brexit.
Construction, planning and the built environment make up just 3.3 per cent of apprenticeships despite
the skills shortage in construction in the capital and the potentially serious impact of Brexit on the
sector.
4.7.6

Apprenticeship achievement rate

The achievement rate for apprentices in CLF is comparatively low and falling. For the end year
2015/16, just 63.3 per cent of apprentices completed their apprenticeship, lower than the London
average (64.0 per cent) and the national average (67 per cent) (DfE & ESFA 2017c).
Given London has the lowest achievement rate of any region, the fact that CLF scores below the
London average should be a cause for concern.
Figure 4.7.6a – The apprenticeship achievement rate is lower in CLF than London and England
Apprenticeship achievement rate for all apprenticeships in hybrid-year 2015/16, for CLF, London and
England
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In CLF, the pattern in terms of achievement rate by age is the reverse of the national picture.
Achievement rates in CLF are highest among apprentices aged 24 and over, where the achievement
rate in 2015/16 was 65.8 per cent, higher than both the London and national averages. However,
there is a large gap in terms of achievement rates for young learners. Achievement rates for
apprentices aged 19 – 23 and aged 16 – 18 in CLF are 7.4 percentage points and 8.9 percentage
points lower respectively than the national average.
Chart 4.7.6 – Apprenticeship achievement rate by age in CLF
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4.8

Traineeships

There were 1,310 traineeship starts in 2014/15, up from 680 in 2013/14. Traineeship starts are
highest in the south east and east of the CLF region, with particularly strong growth in Southwark,
Lewisham and Hackney.
Figure 4.8 – Traineeship starts are highest in Tower Hamlets, Southwark and Lewisham
Traineeship starts in CLF 2013/14 – 2014/15
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4.9

Further education

4.9.1

Participation

Participation by adults in Further Education (FE) has declined very significantly in CLF since 2012/13.
Starts of FE and skills courses by CLF residents fell by 28.6 per cent, from 201,520 in 2012/13 to
143,980 in 2015/16, a fall of 58,000 starts. The decline coincides with the restriction of entitlement to
public funding, and the introduction of Advanced Learner Loans. The fall in FE participation did follow
an increase in apprenticeship participation seen following 2008/9. However, the increase in
apprenticeships is far smaller than the fall in FE numbers in the CLF region.
Figure 4.9.1a – FE and skill starts among adults aged 19 and over have declined by 58,000 in
CLF since 2012/13
FE and skills starts in CLF for adults aged 19+, 2011/12 – 2015/16
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The 28.6 per cent decline in the number of adults starting FE and skills courses in CLF is slightly
higher than the national average (28.0 per cent), but slightly lower than the London average (29.9 per
cent). Three boroughs – Westminster, Hackney, and Haringey – have seen declines in participation
among adults of over a third.
Figure 4.9.1b – The number of adults starting FE and skills courses has declined by 29 per
cent in CLF since 2012/13
Percentage change in FE and skills starts by adults aged 19+ in CLF, London and England 2012/13 –
2015/16
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The decline in adult participation in FE in London has been driven by a very large decline in
participation at Level 2. Between 2012/13 and 2015/16, the number of adults aged 19+ in London
starting a Level 2 FE and skills course declined by 43.7 per cent. The number of adults aged 19+
starting a Level 3 course declined by just 3.1 per cent. Nationally, the decline in the number of adults
starting a Level 2 in the same period was far lower at 32.3 per cent, but the decline in adults starting
Level 3 courses was larger at 10.1
per cent (DfE 2017c).
4.9.2

FE Provision

The CLF boroughs provide a large proportion of London’s FE provision. 81 of London’s 200 FE and
skills providers are based in the CLF area. In 2014/15, they provided 325,560 FE and skills places,
53.7 per cent of the London total.
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The majority of FE provision across England is delivered at relatively low level. This is particularly the
case for providers within CLF. Just 22.0 per cent of provision is delivered at Level 3 and above within
CLF, compared to 28.6 per cent of provision across the country. CLF providers are more likely to
provide courses below Level 2 (excl English and Maths), with 20.8 per cent of provision at this level,
compared to 12.3 per cent nationally.
Figure 4.9.2a – More FE provision in CLF is delivered at a lower level
FE and skills provision by level in CLF, London and England
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4.10

Community learning

In 2014/15, the last year for which data is available, there were 66,740 funded learners participating in
community learning in providers based within CLF (DfE and ESFA 2016). The vast majority of these
courses – 83.6 per cent – were classified as personal and community development learning, with 7.5
per cent being wider family learning, 4.9 per cent being family English, maths and language, and 4.1
per cent being neighbourhood learning in deprived communities (ibid).
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5. Challenges for Central London
In this chapter we examine the skills challenges facing both employers and adults in CLF.
5.1 Skills challenges for employers
The UKCES Employer Skills Survey measures both skills shortages and skills shortage vacancies
(UKCES 2016)
Skills shortages are incidences of employees lacking proficiency to fulfil their role.
Skills shortage vacancies are vacancies that are hard to fill due to a lack of skills,
qualifications or experience among applicants.
As Figure 5.1a shows, a greater proportion of employers in CLF (4.8 per cent) suffer from skills
shortage vacancies compared to the London (4.4 per cent) and national average (3.8 per cent).
Employers in CLF are more likely to suffer from skills gaps (11.2 per cent) than the London average
(10.9 per cent), but less likely to suffer from skills gaps than the national average (12.2 per cent).
Figure 5.1a – CLF suffers from higher levels of skills shortage vacancies but lower levels of
skills gaps
Skills shortage vacancies and skills gaps in CLF, London and England
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The number of employers reporting SSVs has increased in London in recent years; from 4 per cent of
emplyers in 2011, to 5 per cent in 2013, and 6 per cent in 2015. The density of skills shortage
vacancies (i.e. the percentage of vacancies that are SSVs) has increased from 2.4 per cent in 2011 to
4.1 per cent in 2015 (UKCES 2016).
Skills shortage vacancies in CLF are more likely to be in higher skill occupations. Nearly half (45.8 per
cent) of SSVs in CLF are in high-skill occupations, compared to 43.3 per cent in London and 35.6 per
cent nationally. Just 20.9 per cent of SSVs in CLF are mid-skilled occupations, compared to 28.8 per
cent in London and 31.9 per cent nationally. Service intensive and labour intensive occupations
account for 18.4 per cent and 8.8 per cent of SSVs in CLF compared to 22.0 per cent and 11.1 per
cent in London and 21.2 per cent and 17.0 per cent in England (IPPR analysis of UKCES 2016).
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Figure 5.1c below shows the distribution of SSVs by sector. Two sectors – transport, storage and
communications, and business services – account for three in five (61.1 per cent) of all skills shortage
vacancies between them.
Figure 5.1c – Skills Shortage Vacancies by sector in London
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As table 5.1 below shows, London-based employers with skills shortage vacancies are more likely to
report a negative impact on their business as a result of the SSV.
Table 5.1 – Impact of Skills Shortage Vacancies on employers in London and England
England London
Increase workload for other staff

84%

82%

Have difficulties meeting customer services objectives

49%

53%

Lose business or orders to competitors

42%

46%

Experience increased operating costs

42%

43%

Delay developing new products or services

40%

41%

Have difficulties meeting quality standards

35%

41%

Have difficulties introducing new working practices

34%

37%

Outsource work

30%

33%

Withdraw from offering certain products or services
altogether
Have difficulties introducing technological change

24%

23%

23%

25%

None

5%

3%

ANY IMPACT

94%

96%

INCREASED WORKLOAD ONLY

10%

9%
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Source: UKCES 2016
In terms of the main causes of having a hard to fill vacancy, employers in London are more likely to
cite factors relating to the quality of applicants than the national average (68 per cent compared to 60
per cent), and less likely to identify the quantity of applicants (28 per cent compared to 33 per cent) or
contextual factors (33 per cent compared to 37 per cent). The most commonly identified factors were
the low number of applicants with the required skills (49 per cent), the lack of work experience the
company demands (20 per cent), the low number of applicants with the required attitude, motivation
or personality (18 per cent) and the low number of applicants generally (18 per cent) (UKCES 2016).
Employers in London have the highest levels of difficulties with retention, with 10 per cent of
employers in the capital reporting such difficulties compared to 8 per cent in England.
The apprenticeship levy is likely to raise a large amount from London employers, given the relatively
high number of large employers, and relatively high levels of pay. We can also expect more
apprenticeship levy funds to go unspent in London, given the structure of the local economy and the
fact that relatively few London-based employers have experience of employing apprentices.

5.2

Skills challenges for residents

5.2.1

Transition to employment

There seems to be a particular challenge in terms of transition to employment for young people in
London and CLF. Youth unemployment is far higher in CLF (10.1 per cent) and London (9.7 per cent)
than it is in the UK (7.7 per cent) (IPPR analysis of ONS 2017).
Transitions appear to be particularly difficult for young people who do not go to university. As we have
shown above, far fewer young people take apprenticeships in London in general, and in CLF in
particular. Employers are also far less likely to recruit young people aged 16 – 18; the 2014 UKCES
Employer Perspective Survey found that just 17 per cent of London employers who had conducted
recruitment in the past year had recruited someone of this age, compared to 27 per cent across the
country. London employers were twice as likely to recruit someone to their first job from university or
HE in the last 2 – 3 years (24 per cent of all employers compared to 12 per cent across England)
(UKCES 2015).
This suggests that London employers are less willing to recruit and to train younger workers,
particularly those who haven’t been to university, preferring instead to recruit more experienced and
skilled workers (GLA 2016).
5.2.2

Accessing employment

Adults with mid-, low- and no qualifications in CLF seem to face significant labour market
disadvantage, and have far lower employment rates than adults with similar levels of qualifications in
London and the UK. Whereas the employment rate for adults with higher level qualifications in CLF is
higher than that for adults with similar level qualifications in London and the UK, the employment rate
for adults with a level 2 as their highest qualification in CLF is 6.9 percentage points below the London
average and 12.1 percentage points below the UK average. For adults with a Level 1 as their highest
qualification, the employment rate in CLF is 11.6 percentage points below the London average and
18.4 percentage points below the UK average.
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This suggests that in the very competitive London labour market, where there are comparatively fewer
mid-skill jobs, and where there are very high levels of qualifications among the workforce, and indeed
higher levels of over-qualification, adults without high level qualifications are significantly
disadvantaged compared both to adults with higher level qualifications, and adults with similar levels
of qualifications in other areas.
Given the poor employment levels for low- and mid-skill residents in CLF, it should be a cause for
concern that the vast majority of provision for CLF residents is delivered at low levels. The majority of
apprenticeships taken by CLF residents are at level 2, with the vast majority being at level 2 or 3. The
vast majority of FE provision in CLF is at level 2 or below.
5.2.3

Low levels of progression in London

London performs poorly in terms of progression out of low-skilled roles compared to other regions. As
figure 5.2.3a below shows, just 3.1 per cent of London residents in low-skilled occupations
progressed to a mid-skilled occupation per quarter between 2011 and 2015. This is lower than the UK
average (3.5 per cent), and lower than every region apart from Scotland and the east of England
(Thompson et al 2016). London performs comparatively better in terms of progression from low- to
high-skilled occupations. Over the same period, an average of 1.6 per cent of workers in low-skill
occupations progressed to high-skill occupations, compared to 1.3 per cent nationally (ibid). However,
the total proportion of workers progressing out of low-skilled occupations in London (4.7 per cent)
remains slightly lower than the national figure (4.8 per cent).
Figure 5.2.3a – Workers in low-skilled occupations are less likely to progress to higher-skilled
roles in London than in most other regions
Progression rates between quarters by region and by skill level progressed to, 2011–2015
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As with the rest of the country, workers with higher level qualifications in London are far more likely to
progress. 11 per cent of workers with a level 4 qualification progressed each quarter between 2011
and 2015 in London, compared to 5 per cent of workers with a level 3 or below.
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Given the fact that CLF has a higher degree of labour market and workforce polarisation, it is likely to
face even more acute challenges in terms of progression than London as a whole.
5.2.4

Low levels of participation

Low-skilled adults in London are less likely to be participating in education and training than the
national average. Figure 5.2.4a below shows that participation in adult education among low-skilled
Londoners is lower than the national average, and it has fallen further than the national average.
Figure 5.2.4a – Adult education participation is lower in London than in most English regions
Adult education participation by region: number per 1,000 residents with lower-level qualifications,
2014–15
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We have shown above that CLF has lower levels of participation in apprenticeships per capita than
London as a whole, and that participation in FE has fallen further in CLF and in London than in the
rest of the country. We have shown that participation in job-related training is lower in CLF, with the
participation gap between those with high-level qualifications and those with lower-level qualifications
being particularly large in CLF. This is a cause for concern given the evidence that progression rates
out of low-skilled occupations for adults in London are far lower among those without high level
qualifications.

5.2.5

Over supply of low- and mid-skill workers

IPPR calculations suggest that by 2022, if current patterns of qualification attainment for young people
continue, there will be a growing challenge in terms of providing enough jobs for residents with
qualifications below a degree level. We estimate that 1.7 million Londoners will hold a level 2 or 3
qualification, but only 1.2 million jobs will require these qualifications. Similarly, 1.4 million Londoners
will hold qualifications below level 2, but only 0.7 million jobs will require these low levels of
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qualification. This is even before we consider those living outside of London who may travel to work
here, and it suggests very high levels of competition for low- and mid-skill jobs (Thompson et al 2016).
The shrinking demand for mid-skill jobs risks accentuating the labour market disadvantage faced by
adults with mid-level qualifications, and further reducing opportunities for progression.
Figure 5.2.5a – Demand for higher-level qualifications is expected to exceed the supply among
London residents
Forecast distribution of qualifications, labour market demand vs London residents’ attainment, 2022
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6. Causes of the challenges in the London skills system
In this chapter we examine the challenges in the London skills system – relating both to the labour
market and the skills system itself – before going on to set out potential priorities for CLF.
6.1

Challenges with the labour market

6.1.1

Polarisation and lack of mid-skill jobs

The CLF economy, population and workforce is even more polarised than the rest of London and the
UK as a whole. While there are a high proportion of high-skill jobs, and a very high proportion of the
workforce with high-level qualifications, there are still a significant number of workers with low-levels
of qualifications. Compared to the rest of the country, there are far fewer mid-skill jobs and mid-skill
workers. Just over one in five (21.6 per cent) CLF residents have a level 2 or level 3 compared to
nearly two in five nationally (36.2 per cent).
This helps explain the low levels of progression from low-skill to mid-skill occupations in London. The
proportion of workers moving from low- to mid-skill occupations is lower than every region other than
Scotland and the East of England. There are effectively fewer rungs on the ladder for low-skilled
workers to progress.
This has important consequences for potential skills policy in London, which is examined in Chapter
7.
6.2

Challenges with the skills system

6.2.1

Lack of local flexibility

The skills system in England is currently highly centralised, with funding and assessment criteria set
nationally by ESFA and DfE. This is in the process of changing. The devolution of the Adult Education
Budget, including to London by 2019/20, is intended to give local areas the ability to adapt the system
so as to better meet the needs of local learners and employers.
While the AEB is being devolved, it has been cut and it will not on its own meet local skills needs. The
apprenticeship system will remain highly centralised, with local areas having little direct ability to
influence the apprenticeship system. However, they may be able to shape employer and provider
behaviour using soft power and through other means. This could involve provision of labour market
information, incentives for employers, brokering relationships between employers and providers,
provision of pre-apprenticeship training, information advice and guidance for learners and marketing
(Thomas et al 2016).

6.2.3

Lack of funding support for learners

Learners and potential learners in CLF are particularly disadvantaged by the lack of funding support
for learning.
As shown above, recent restrictions to the eligibility for funding in further education and the
introduction of Advanced Learner Loans preceded a significant decline in participation among adults,
with the rate of decline in CLF and London being larger than the national average.
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The government has shifted focus and funding from FE to apprenticeships. However, fewer
employers in London offer apprenticeships and there is lower demand for apprenticeships. This may
be due to the fact that it is more difficult to live on apprentice wage in London, where living costs are
higher. The minimum wage for an apprentice aged 19 and over in their first year is £3.50/hr, and there
is no London rate. As show above, the decline in FE and skills course starts since 2012/13 appears to
be far larger than the increase in apprenticeship starts seen since 2008/9. The apprenticeship levy
may stimulate demand for apprenticeship further, though it is unlikely to make up for the drop in FE
participation.
6.2.4

Poor link between demand and supply

Successive reforms to the skills system have aimed to make it more demand-led, and responsive to
the skills needs of employers. However, as we have shown above, in many sectors, supply and
demand of skills are poorly matched.
This is partly due to coordination failures, with a lack of institutions to identify, understand and express
employer demand. It is also partly due to the fact that providers are required to meet learner demand
too, and in the absence of high quality LMI or IAG, learners often are not able to make informed
choices about learning options.
6.2.5

Lack of an outcome focus

The English skills system is heavily focused on outputs rather than outcomes. Provider behaviour has
been shaped by funding and assessment criteria which tend to be based on outputs such as
participation and course completions, rather than outcomes for learners after finishing a course.
Providers are not generally assessed on or incentivised to improve, the labour market outcomes of
provision including employment and wage increases, or progression to higher level study. This is also
evident in the government’s priorities, for example with the target to deliver 3 million apprenticeship
starts between 2015 and 2020.
This has incentivised providers to focus on high-volume, low-level courses that are easy to complete.
a result, much of the provision we do see, particularly lower-level vocational training for adults aged
over 25, have poor labour market returns (IPPR 2017).
6.2.6

Lack of high-level provision

Most adult education in CLF is at a low level. As shown above, the majority (55.2 per cent) of
apprenticeships are delivered at level 2, and just one in twenty (94.5 per cent) are delivered at level 4
and above. FE and skills provision in CLF is more likely to be delivered at lower levels than the rest of
London and England.
This should be a cause for concern given the employment rate for adults with low- and mid-level
qualifications in CLF are very far lower than the rest of London and the UK. There is of course a clear
need for entry-level provision, if it helps adults enter the labour market, and leads on to higher level
study. However, as is shown above, levels of progression in London from low-skill to mid-skill
occupations are lower than in the rest of the country.
6.2.7

Information failures

The market-based approach to the skills system relies on actors to be able to make rational and
informed decisions on training. However, there is a lack of labour market information to inform actors
in the system.
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Providers suffer from a lack of labour market information on current and future employer demand in
order to plan provision. Learners suffer from a lack of information on the skills demands of employers,
or of the labour market outcomes of courses (Thompson et al 2016). This means that while the
system is designed to meet employer demand, the lack of adequate information and coordination
means that the needs of sectors often go unmet.
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7. Recommended priorities for Central London Forward
Previous IPPR research has shown that key aspects of effective and responsive devolved skills
systems include (Thompson et al 2016):
- directing funding towards programmes and qualifications that align with current and expected
labour market needs
- information for learners on the labour market returns to qualifications, in terms of employment
and earnings
- partnership arrangements between policymakers, education and training providers and
employers to plan provision in line with labour market demand.
We would recommend that CLF should prioritise the following areas:
7.1

Closing the participation gap

CLF should seek to close the participation gap, and boost participation in education and training
among adults who could most benefit from participation.
The skills system should seek to engage adults who may be less likely to participate, including adults
with low levels of qualification, those who left education at an early age, adults who are unemployed
or inactive, and those who are stuck in low-paid work.
CLF should investigate learning accounts as a possible approach of focusing resources on those who
could most benefit from participation in education and training but who might be least likely otherwise
to participate (IPPR 2017).
7.2

Embedding an outcome focus

CLF and London should seek to move towards a skills system based on outcomes, rather than
outputs.
While participation in learning can be a good in itself, in the future providers should be funded based
on a wider set of outcomes which conform to local labour market priorities. These should include:
- increasing the employment rate, particularly for groups that face labour market disadvantage
- increasing pay
- supporting progression on to higher study
This could be delivered through outcome agreements. These are collectively established, written
agreements which identify both the skills needs in a local area, and the solutions to addressing them.
They involve local partners including employers and providers, coming together to agree priorities for
the skills system, and the outcomes that need to be achieved by each partner to deliver these
outcomes. They can provide the basis of accountability within the system (AoC and UKCES 2015).
7.3

Providing information to guide decision-making

CLF and London should seek to increase the quality of and availability of and access to information
by all actors within the skills system in order to better inform decision-making.
First, to make the most of devolution, commissioning needs to be aligned to the current and future
skills needs of London’s economy. This will require a detailed understanding of what these skills
needs currently are and will be in the future. GLA produce quarterly economic forecasts, though these
do not focus on skills (GLA Economics 2017). GLA also produced forecasts of future jobs and skills

46

IPPR 2017
needs for London on a sub-regional basis for the area-based reviews, but these are one off and are
not ongoing (GLA Economics 2016).
With the advent of devolution, GLA should work with sub-regions to produce regular, high quality
analysis of skills needs in London, and forecasts for future skills needs. These should be based on
high-quality survey data, as well as data scraped from job adverts, such as Where the Work Is2.
These should provide the basis of outcome-focused commissioning, and they should be used to
inform key actors in the system.
Second, CLF and London should seek to improve data on the outcome of courses to inform the
decision of employers and potential learners. The current market-type skills system requires
employers and adults to make decisions on providers, which is intended to drive competition and
drive up quality. However, as we set out above, employers and adults face making decisions without
sufficient information on which to assess their options.
Recent years have seen the quality of information available on the outcomes of HE to potential
students improve significantly with the publishing of ‘key information sets’. In order to inform decisionmaking, and promote an outcome-focus, GLA should develop a similar model for adult education,
requiring funded providers (and encouraging apprenticeship providers) to collect and publish data on
outcomes for learners after courses, including not just completion rate, but changes in employment
rate, pay, and progression to further study. Cost and the difficulty of surveying providers have been
identified as barriers here (Foster et al 2014), so London should seek to work with DfE, HMRC and
DWP to link administrative data on earnings and employment for course leavers. This data should be
publicly available online, including on a provider and course level (Thompson et al 2016).
7.4

Supporting progression

Much of the current provision in London is delivered at a low level, but fails to support progression on
to higher levels of study.
CLF and London should seek to ensure that the skills system in the capital supports progression for
learners, and that lower level courses lead on to higher-level study.
7.5

Strategic investment of capital funding

GLA should work with sub-regions and other partners to use capital funding to de-risk investment in
expanding provision in priority areas.
The current funding system presents a barrier to establishing or expanding course provision in adult
education (SQW 2015).
GLA should use capital funding in priority areas where (THOMPSON ET AL 2016):
a) current and forecast labour market demand and supply
b) the capacity of providers to increase provision for required qualifications
c) the sensitivity to declining learner numbers in deprioritised qualifications
7.6

Maximising the impact of the apprenticeship levy

As we have set out above, the apprenticeship levy will raise a large amount in London due to the
concentration of large employers and higher than average pay. However, low levels of current use of

2

For more information, see www.wheretheworkis.org
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apprenticeships, and early reactions from employers would suggest that much of the levy funds will
go unspent, particularly in CLF. Of those who do spend their levy funds, many may seek merely to rebadge existing spending, rather than delivering additional training, and many may not invest them as
part of a wider workforce strategy that supports progression and boosts productivity.
CLF and London should seek to maximise the retention of apprenticeship levy funds within London,
and maximise the impact of the apprenticeship levy to support progression.
This could involve a business support service focused on levy-paying firms in London. The service
could highlight the potential benefit of employing apprentices, broker relationships with potential
providers, and work with employers to invest their funds as part of a wider workforce strategy.
London could seek to influence employer behaviour through developing a London apprenticeship
kitemark, which employers have to sign up to and earn (Thompson et al 2016). This could set out best
practice in apprenticeship delivery, including supporting progression on to higher level learning,
delivering labour market returns, and ensuring diversity in recruitment.
CLF and GLA could make the case to Government that given the large amount of funding generated
in London, the low current levels of participation in apprenticeships, the large fall in FE participation,
and the low levels of progression, a portion of unspent apprenticeship funds from London employers
to be retained in the capital in order to support training and education.
7.7

Moving towards a systems approach

The current skills system in England is a market-type system. Providers are expected to follow
demand from learners (in the case of FE) and employers (in the case of apprenticeships), and choice
and competition between providers is supposed to drive up quality and ensure an efficient allocation
of resources (Keep 2017).
However, as we have shown above, the reality of the English skills system does not quite match the
theory, and it demonstrates some of the limitations of a market-focused approach. Market approaches
tend to focus on meeting supply, and can do less to stimulate demand for skills and promote effective
utilisation. Market approaches also promote a transactional relationship where employers ‘buy-in’
training, rather than co-delivering it, and integrating it into a wider workforce strategy (ibid 2017).
Most successful skills systems in the OECD are characterised by a systems approach. This approach
is characterised by co-operation and collaboration between actors in the system, rather than
competition, and it involves attempts to plan provision, rather than leaving it to the market and the
customer to dictate. Countries such as Singapore and Scotland have developed skills strategies
focusing not just on supply, but demand and utilisation too, and that are tightly integrated into
economic development, innovation and business improvement (ibid).
On its own, the funding available to GLA through the devolved AEB will be insufficient to meet
demand in all areas and to make a significant difference. It should be used to leverage other funding,
and this requires cooperating and coordinating with other stakeholders to deliver shared goals (ibid).
In the medium term, GLA and CLF should look to shift the London skills system towards a systems
approach. This should be focused on boosting not just supply, but demand for skills and utilisation
too. It should seek to promote co-operation and collaboration among key stakeholders, and a focus
on the outcomes that matter, as set out above. It should be focused on meeting employer demand –
both current and future.
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Appendix 1 – Qualification level and qualifications in England
Qualification Level
Entry level

Qualifications
Entry level award, entry level certificate, entry level diploma, entry level
ESOL, Skills for Life

Level 1

GCSE grade D, E, F or G
Level 1 award/certificate/diploma/NVQ

Level 2

GCSE grade A*, A, B or C
Intermediate apprenticeship
Level 2 award/certificate/diploma/NVQ
A Level grade A, B, D or E
Tech level
International Baccalaureate diploma
Advanced apprenticeship
Level 3 award/certificate/diploma/NVQ
Certificate of Higher Education (CertHE)
Higher apprenticeship
Higher national certificate (HNC)
Level 4 award/certificate/diploma/NVQ
Diploma of Higher Education (DipHE)
Foundation degree
Higher national diploma
Level 5 award/certificate/diploma/NVQ
Degree with honours (BA or BSc), and degrees without honours
Graduate certificate and graduate diploma
Degree apprenticeship
Level 6 award/certificate/diploma/NVQ
Masters degree (MA or MSc)
Level 7 award/certificate/diploma/NVQ
Postgraduate certificate/diploma
Doctorate (PhD or DPhil)
Level 8 award/certificate/diploma

Level 3

Level 4

Level 5

Level 6

Level 7

Level 8

Source: https://www.gov.uk/what-different-qualification-levels-mean/list-of-qualification-levels
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Appendix 2 – Entitlement to funding from the Adult Education Budget 2017/18
Provision
English and Maths up to and
including NVQ 2 (delivered as part of
legal entitlement
Learning to progress to Level 2

19 to 23-year-olds
Fully funded

24+ unemployed
Fully funded

24+ other
Fully funded

Fully-funded

Fully-funded

Co-funded

Level 2
(First full level 2 must be delivered as
part of the legal entitlement)
Level 3
(First full Level 3 must be delivered
as part of the legal entitlement)

Fully funded
(first and full)

Fully funded

Co-funded

Fully funded (first and
full)
Loan-funded
(prev achieved NVQ3)
Fully funded

Loan-funded

Loan-funded

NA

NA

Co-funded, or fullyfunded for unemployed
Co-funded, or fullyfunded for unemployed

Fully-funded

Co-funded

Fully-funded

Co-funded

Traineeship
ESOL up to and including level 2
Learning aims up to and including
NVQ 2 where the learner has already
achieved a first full NVQ2
Source: ESFA 2017
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