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Youth employability is one of the greatest challenges facing our
economy, and one that can only be tackled with decisive action.
More than ever we need home-grown talent and it has long been
said that we’re missing the mark when it comes to adequately
preparing school and college leavers for the workplace.
In August 2015, research for the CIPD’s Over-qualification and
skills mismatch in the graduate labour market policy report found
that while the number of graduates has accelerated over the past
few decades, the number of graduates in highly-skilled roles has
failed to follow suit. In fact, many graduates now find themselves
taking roles that would have been filled by non-graduates
once upon a time (58.8% of UK graduates are in non-graduate
jobs – a percentage only exceeded by Greece and Estonia).
Over-qualification, it seems, has become a very real issue. And
yet employers still bemoan a lack of talent – because while
qualifications can be a nod to intelligence, they’re not always
indicative of work-readiness, or commercial savviness.
Businesses (and the UK economy at large) are suffering at the
hands of crippling skills gaps. Brexit is likely to further widen the
divide between the talent we have and the talent we need, if the
safety net of free movement of EU labour is removed.
With a determined focus on a new era of apprenticeships
– something our Government is reassuringly dedicated to
(evidenced in the introduction of an Apprenticeship Levy for UK
employers), that elusive but essential talent could soon be within
our reach.
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58.8%
of UK graduates are in
non-graduate jobs – a
percentage only exceeded
by Greece and Estonia
Source: Over-qualification and skills
mismatch in the graduate labour market,
Policy report, The CIPD, August 2015

Many graduates
now find
themselves taking
roles that would
have been filled
by non-graduates
once upon a time

Apprenticeships:
The Great Government Push
The Government is committed to significantly increasing both
the quantity and the quality of apprenticeships in the UK, with
the aim of reaching three million starts by 2020. But it’s not just
the youth that these apprenticeships could tackle: according to
the Federation of Small Business (FSB), more than 40% of over
50s lack digital skills – skills that could be effectively introduced
during advanced apprenticeships.
As for the UK’s young, just one period of extended youth
unemployment early on in a career can result in an average
earning deficit of 8-10% by the age of 42 (The Wage Scar from
Youth Unemployment, Paul Gregg and Emma Tominey, 2004).
If we don’t help young people now, the repercussions are likely
to be felt throughout the remainder of their careers; not to
mention the effect on the UK’s ability to hold its own in a highly
competitive global marketplace.
In Wales alone, 4,500 scientists, 11,000 IT and telecoms
professionals, 19,000 account and finance professionals, 17,000
construction and building workers, and 8,000 engineers will
be needed by the year 2022. In the UK, 1.5 million extra cybersecurity professionals will be needed by 2020, along with 2.3
million extra digital workers. And that’s not all. By 2025 the UK
will need an additional 1 million professionals in education and
health services, and another 3.6 million people in services roles.
In 2015-2016, only 25.7% of apprentices were under 19 years
old, 44% were aged 25+, 12% were aged 45+, 53% were female,
and less than 20% were in the engineering, manufacturing
and construction sectors. If the Government is determined to
tackle youth employability, skills shortages and a lack of relevant
workplace skills in older workers, preconceptions, as well as
misconceptions, need to change.

Roles in Wales that will be needed
by the year 2020

40%+

Scientists
4,500

of the over 50s lack digital
skills – skills that could
be effectively introduced
during advanced
apprenticeships.

Engineers
8,000

Source: Reassured, optimised, transformed:
driving digital demand among small
businesses, Federation of Small Businesses,
September 2015

IT and telecoms professionals
11,000

By 2025 the
UK will need
an additional
1 million
professionals in
education and
health services,
and another 3.6
million people in
services roles.

Construction and building workers
17,000

Accounting and finance professionals
19,000

Source: Wales Government

https://businesswales.gov.wales/skillsgateway/sites/dfes/files/documents/apprenticeships_in_wales_0.pdf

Source: Analysis of ONS data,
UK Economic Outlook, PwC, March 2016
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The Value of
Apprenticeships:
But will they stick around?

What We Found

One of the most pressing concerns for today’s employers is the very real possibility
that their business could invest money into training, only for the apprentice to jump
ship once trained. However, the Labour Market Outlook research showed that 44%
of employers actually believe that apprentices hold a longer tenure than graduate
recruits. And in any case, nearly two thirds (61%) of employers with an apprentice
under their wing believe they are doing a valuable job that would require an
additional employee if the apprentice wasn’t there to perform the role in question.

1 in 3
employers believes that
apprentices and graduates
are of equal value

From recent research, undertaken as part of the CIPD Labour
Market Outlook programme in partnership with The Adecco
Group of more than 1,000 UK employers, we found the current
British education system is largely ineffective when it comes to
providing youngsters with an adequate range of key business
skills, including communication and teamwork. In fact, employers
believe that skills such as time management and commercial
awareness are better acquired as an apprentice; only critical
thinking and presentation skills were thought to be better
acquired at university. The results of the research also suggest
that apprentices integrate far better into company culture than
do graduates (47%, with a balance of +40).
When asked to describe the value they bring to a business:

•

one in three employers believes that apprentices and
graduates are of equal value – even before the apprentice is
fully trained

•

12% believe apprentices and graduates hold equal value, only
once the apprentice has completed their training

•

11% believe an apprentice will be more valuable than a
graduate to the firm throughout the duration of their
employment

•

10% feel apprentices add no value until they are qualified.
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So why are employers not taking
on more apprentices?

1 in 4

A stunning statistic is that one in four has never thought about apprentices.
A similar number (27%) claim the qualification isn’t suitable for the needs of their
business. Another factor that seems to be hampering the uptake of apprenticeship
schemes is the concern amongst 18% of employers that they simply require too
much time from a company’s management team – but businesses receive a great
deal of help from educational institutions to alleviate any such burden.

has never thought about
apprentices

The results of the
research also suggest
that apprentices
integrate far better
into company culture
than do graduates
(47%, with a balance
of +40).

Some employers (11%) worry that an apprenticeship is too much of a long-term
commitment in the current market. While it’s true that apprenticeships represent
a real commitment to an employee’s future, they also demonstrate a very positive
commitment to growth; to continued development; to preparing for the future of
their business – something that is likely to instil confidence in their other employees,
and help to position them as an employer of choice.
The Adecco Group UK&I has itself recruited apprentices into entry-level roles since
2015 and has established very positive results in productivity and retention versus
peers attracted through other routes – support for our drive to recruit all entry-level
roles as apprenticeships moving forwards.
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Labour Market
Outlook (LMO):

Apprenticeship
Levy:

Supporting the Apprenticeship Drive

The Facts

27%
of employers still do not
know how many non-UK EU
nationals are employed in
their business

The Winter issue of the CIPD Labour Market Outlook in
partnership with The Adecco Group report showed that while
the short-term outlook for employment remains strong, labour
and skills shortages are starting to impact sectors within the UK
that employ a high number of EU nationals. The effect of Brexit
is already being felt, and employers would be wise to adapt
accordingly. Indeed, 27% of employers still do not know how
many non-UK EU nationals are employed in their business, and
this further demonstrates the risk of reduced EU nationals on
UK businesses.

In a bid to fund new apprenticeships, the Apprenticeship Levy
will come into effect on 6 April 2017, with payments due to start
in May 2017. The levy is set at 0.5% of a business’ total wage bill,
minus a £15,000 allowance, meaning it will effectively only apply
to all companies in the UK with a wage bill of £3 million or more.
It is estimated that 2% of UK employers will become contributors
to this new levy. In addition to the amount paid by the employer,
the Government will apply a 10% top-up on funds, meaning that
for every £1 paid in, the employer gets £1.10 to spend.
Employers will be able to access funding through a digital
apprenticeship service account (DAS). This will then allow them
to organise for providers to deliver a range of apprenticeships
between L2 and L7 – these providers will also be able to help
with the advertising and recruiting of new apprentices if required.
Initially, the service will only be available to businesses paying
the Levy, but the plan is to give all employers access to the digital
account by 2020.

The effect of
Brexit is already
being felt, and
employers would
be wise to adapt
accordingly.

Businesses will have 24 months to spend their funds (in the form
of digital ‘vouchers’) before they expire. And with the evidence
presented above, we strongly urge employers to fully embrace
the system. Worryingly, a recent survey by City and Guilds found
that one in three businesses are unaware of the Apprenticeship
Levy, so education of business leaders and their teams is needed
urgently to ensure they can effectively capitalise on it.

The most common response to labour shortages has been to
leave the affected position empty – reflecting the difficulties in
the domestic labour market, and suggesting tentative signs that
the UK labour market is attracting and retaining fewer
EU nationals.

And, even more worrying is the sentiment in business that
neither the Government nor training companies are fully ready
for the April 2017 go-live.
A lack of signed-off standards and training-company capacity
could damage the programme before it even starts.

Clearly then, our collective energies must be spent on cultivating
and harnessing the power of our nation’s up-and-coming talent
pipeline, whilst also upskilling workers who lack the necessary
digital literacy to survive in a new era of machine-led innovation.

*Companies in all UK countries will be taxed equally, however devolved
governments (Northern Ireland, Scotland and Wales) will only have the
opportunity to decide individually how best to spend their funds - not the rate
at which they will be taxed.
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2%

of UK employers will
become contributors
to this new Levy

The
Apprenticeship
Levy will come
into effect on
6 April 2017.

Change is
Coming:

The Adecco Group UK&I recently hosted an event with expert
panellists from across industries and sectors, including training
where the topic of apprenticeships was discussed in detail. The event
attracted employers facing challenges around skills gaps and how
best to approach and prepare for the Apprenticeship Levy. Whilst the
event was held under Chatham House Rules, below are some of the
key themes that were discussed:

Make Sure You’re Prepared

An undoubted surge in apprenticeship starts will take place
in response to the Government push, and economists predict
that the future UK workforce will become better skilled at an
earlier stage of their careers. These effects should be notable
within organisations in the next three to four years, after the first
cohort of apprentices complete their current programmes. But
if we’re to really get the most out of this new route to talent,
organisations need to focus on engaging target audiences (from
Year 10 and Year 11 in particular), and educating young people
about the alternative to university-based career paths.

Economists predict that
the future UK workforce
will become better skilled
at an earlier stage of their
careers

Apprenticeships can help graduates
into work:

Employers need to give apprenticeships
equal weighting to degrees:

Rather than an either/or discussion, our
experts feel that an apprenticeship can
complement many academic degrees; helping
young people to take their first steps into the
workplace. Indeed, the balance of learning in
a role with additional training is a real benefit
when work experience is so hard to find.

Many employers are removing the need for a
degree from their recruitment processes, and
looking much more at soft skills as indicators
of future success. Indeed, The Adecco
Group finds in its entry level recruitment
roles that attitude and personality traits are
a much stronger indicator of success than
qualifications.

The role of schools is changing:
Academic learning is as important as ever, but
the role of schools in making young people
work-ready is of vital importance. It’s also up
to schools to help challenge the perception
that an apprenticeship is a route for less able
children, as well as giving it equal weighting to
the importance of a degree.
Parents must play their part:
Many parents strongly favour the traditional
route of GCSEs, A-Levels and university over
vocational training for their children. Whilst
university has its place, a degree is not right
for everyone and also not always a best fit
to make graduates “job ready”. Parents need
to understand how an apprenticeship can
benefit their child. Business, schools and the
Government have much to do in changing
this perception.
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Apprenticeships are critical to social
mobility:
Providing viable alternative routes into the
workplace – without the high cost of university
degrees – means that apprenticeships will
greatly help social mobility.
Employers don’t understand how
apprenticeships fit into their business:
If the Government expects employers to
give their full support to the apprenticeship
drive, then better education is needed around
how this will positively impact their business
through skills-gap analysis and understanding
the application of the Levy across their
workforce.

Need advice about your own skills gaps,
or on how to maximise the use of the
Apprenticeship Levy in your business?
If so, contact us for more information.
apprenticeships@adecco.co.uk
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