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INTRODUCTION

Thishrief report aimsto set out for awide readlership the recent history of apprenticeship in Britain, and the complex set of issuesthat are raised by recent
reformsand future expansion. We s&t out our conclusions about the current health of apprenticeship in Britain and propose anumber of policy measuresthat we
consider could speed up the further development of apprenticeship. The authorsare university academicswith strong research interestsin training and skillsand
more particularly inthe areaof apprenticeship. We undertook thistask bhecauise we believe that apprenticeship has considerable potential for promoting the
economic development and welfare of Britain and for improving the life chances of young people. We speek for nointerest groups. Thereport isdeliberately
writteninwhat we hopeisahighly accessible style. Wehave not included tables, footnotes and referencesto acacemic sourcesin thetext in order toimprove
reaclability. However, we have, of course, drawn heavily upon alarge body of academic work inthefield of pprenticeship and training which we reference the
end of thereport. In addition, we benefited greatly from the contributions of participantsin aone-day seminar held at the LSE in April of this year and from

commentsfrom anumber of experts. Their namesare given above. However, responsibility for the views expressed below restswith the authors.
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EXECUTIVE SUMMARY AND POLICY RECOMMENDATIONS

Summary

Although the apprenticeship model of learning and training till enjoys status among young people and their parentsin Britain, failure to modernise and reform
inthe 1970sand 1980 ed to a serious declingin numberstrained. Modern Apprenticeship, introduced five years ago, is hased onimproved principles of cogt-
sharing between employers, young people and government and provides a foundation on which to expand provision. While Modern Apprenticeship has Sarted

o reversethelong declinein numbers entering apprenticeship, these are till low refativeto ather countriesand also refative even to numbersin the early 1990s.

Inour report we set out reasonswhy action should be taken now to exploit the potential of apprenticeship in Britain and expand numbers entering
apprenticeship training. We paint to anumber of sectors, some with large numbers of employees, which currently carmy out little or no apprenticetraining. We
a0 paint to the example of Germany where nearly two thirds of anotional cohort of young people enter apprenticeship training and the supply of places

typically exceeds demand from young people.

Britain has serious skill shortages and endluring skills gapsat the skilled crafts, technician and associate professional level. These shortagjes have consequences
for the economy aswhole, contributing to wage inflation and making macro-economic policy management moredifficult by pushing up wagesand lowering

productivity growthinthelonger term.

The expansion of full-time post-16 eduication over the past ten years has helped to produuce many more academic qualifications. However, the proportion of
young people holiing vocational qualificationsat NVQ Level 3astheir highest qualification hashardly increased. Modern Apprenticeship programmes, which
amfor high levels of skill and training together with college-ased technical and general eduication, can SUpply these vital skills.

Becalise apprenticeship consistsin part of structured leaming in theworkplace, its extension to more workplaces will also have wider benefits. It particular, the
learning infrastructure devel oped to support apprenticeshipin afirm can make apowerful contribution to creating the *learning workplace' needed to provide

learning opportunities for employeesof all ages.
Thewide-ranging persondl and social skillsthat areincreasingly sought by employersare best developed inthe 'real life’ situations experiencedinthe

programmes of workplace |eaming provided in gpprenticeship. Moreover many young people flourishin the more adlult @mosphere of the workplace and

benefit from learning away from aclassroom aimosphere.
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Apprenticeship can be expected to improve the employment, earnings and career prospects of young people. The expansion of gpprenticeship opportunitiesthat
werecommend - adoubling of current tartswithin five yearsand afurther increase within ten years- would, if attained, improve the prospects of many young
people. Wewould expect this expansion toead to around onethird of every cohort of young people continuing their education and training through the
apprenticeship route by 2008,

Wemaintain that apprenticeship can also beinclusiveand offer opportunitiesto all ambitious and motivated young people. All Modern Apprenticeshipsare
expected to aim for high standards, but employerslook for arange of qualitiesin young people and not just academic attainment. Other aptitucesand qualities
areimportant and mean that apprenticeship can offer awider range of learming opportunitiesto awider range of young peoplethan can be provided in schools

and colleges.

Whilewefind that the Modern Apprenticeship framework provides asound foundation for progress, we dso befieveit should be strengthened in anumber of
ways. Many young peoplewisely want to keep open the option of entering courses of higher education when making post-16 choices. Many of themore able
Stuclents, for whom apprenticeship would beahighly sitable choice, will only opt for that pethif it offersthe clear opportunity of qualifying for further study
a Sub-degree and degreelevel. One of theimportant developments needed in Modern Apprenticeship s the provision of clear routesthrough from
apprenticeship a NVQ Level 3to part-time or full-timeleaming at NVQ Levels4 and 5 (higher eduication).

For that to happen, the educational content of apprenticeship must be strengthened. We welcome theinclusion within Modern Apprenticeship of key skills, but
we point out that the standards of general education aimed at are still well below the levels expected in apprenticeshipin other European countries. These
countriesalsoingist on an underpinning technical knowledge component in gpprenticeship. Some Modern Apprenticeships already require apprenticesto
follow courses of underpinning technical education but most do not. Wewould like to seekey skills gradually strengthened and atechnical knowledge
component (for example, City & Guildsor Ordinary Nationd Certificate type courses) extended ol Modern Apprenticeships. We seethisasessential to
provideafirm foundation for subsequent progressto higher levels of skill - either through entry to higher education or throughifelong learning.

A number of issues urgently require resolution if gpprenticeship isto expand. Aswe make clear, society and the economy generally benefit from the skills
produced in gpprenticeship and we therefore consider it right that government should contributetoits cost. Employerswho provide apprentice placestothe
standards reqired of Modern Apprenticeship incur significant costswhich can often be only partly offset by productive work undertaken by apprentices. To
recoup costs, employers need to e able to retain good ex-apprentices without paying excessive wage premiums. Thispointsto the need toresolvethe

‘poaching’ problem.
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The sharing of costs between employers, young people and government must be resolved in SUich away that the upply of apprentice placesis ufficient to
expand gpprenticeship, Sandards remain high and young people come forward in sficient numberstofill the places offered. The scope for reditributing
training costs away from employersand towards trainees and government, particularly in high cost sectors Such as engineering and building, requiresfurther
consicleration. When high quality training is provided, young people also benefit and should be prepared to accept alower wagein theinitial year or two of

training than apprentices have traditionally received.

Employers need to take action to resolve theincentive problem raised in our report so asto ensurethat firms are not unduly deterred from offering
apprenticeships by fear of ‘poaching’ of trained workers. Specific uggestions asto how this could be achieved are made below. Information flowsto firms and
young people concerning the henefits of apprenticeship are currently inedequate and are respongible for artificially constraining demand. The current
arrangements for metching young people to apprenticeship placesat local level do not aways seem towork well and, we suspect, lead to theloss of potential

apprentice places.

Conclusions
If apprenticeshipistoretain itskey strengths of closely reflecting the demand for skills and offering training to tandards required for effectivenessinthe

workplace, employers must continue to bethe primary decision-makers about how many apprenticeshipsto offer and the skill tandards aimed for.

Thismeansthat initiativesfor expanding apprenticeship must be addressed in thefirst ingtance to employers. But, aswe have pointed out, the type of employer
organisation which underpins apprenticeship in the German-peaking countriesis largely absent in Britain. 1t iswidely recognised that in Britain, wherefirms
domaintain contact with aformal organisation thisis frequently trade, sector or occupationally based. Thistooisthe pattern that can be observed abroad. The
decision to develop Modern Apprenticeship in Britain in conjunction with organisations representative of the sectoral groupings of employers confirmsthis
view. We conclude that the main vehicle for taking responsihility for expanding apprenticeship should be the newly-established National Training
Organisationswhich represent the main sectors of British business. They are best placed to ascertain skill needsin their sectorsand plan how these can be met.
Weaso concluclethat consiclerable strengthening of these organisationswill be required if they areto act effectively in theinterests of British businessand of

the economy asawhole.

Whilewefirmly befieve that the responsibility for decisionsto offer apprenticeship places must rest with employers, there s till much that the government can
doto encourage this offer without resort to further legislation. We have pointed in particular totwo sectors, electrical contracting and the travel business. Both
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in their own way are exemplary and point to ways of raising the demand for skills.

Inthefirgt ingance, asin the case of electrical contracting, more sringent standardsin sectors where public safety needsto be strengthened could beintroduced
and expressed in terms of the proportion of employeestrained to work to those safety standards. Thetraining and skills of those employed toinspect and

Service gas appliancesisacasein paint.

Where sfety Sandards are.a matter of life and death thereis clearly acase for putting themin place and enforcing them through inspection. But there are other
aesswherequial i tyof serviceisimportant and where a standards-hased approach to quality assurance may not be appropriate. Inanumber of areas for
exampleresidential care homes, the government’s policy with respect to the protection of the public and the consumer s based on adual policy of standard-
seiting and inspection. An alternative pproach - and one adopted in other European countries - isto ensure that agood proportion of taff inthese sectorsis
trained to defiver the quality of service considered desirable. Thisin turn encourages the development of aself-regulaory professional ethosin the occupation
inquestion. An expansion of apprenticeship training would provide acost-effectiveway of reaching these Standards and encourage a professional approachina

much wider range of sectorsand occupations.

Professionalism s particularly appropriatein high trugt occupations. Other sectorswhere the public choosesto purchase a service should be encouraged by
government to think in terms of defining Standards of product or service quality that kite-marked firmswould quarantee to deliver. Thisisthemodel that has
already been developed - dlbeit with the stimulus of European legidiation - inthetravel industry. But other sectors could with advantage follow thismodel.
Firmswould cometogether to agree a common quarantee of service/product quality and take out collectiveinsurance to compensate the customer when
standardsare not met. Apprenticeship training would ensure the upply of skillswhich would makeit possibleto work to congistently high standards. When as

aresult of increased skills, claims for sub-standard work decreased, insurance premiumsof ll firmsinthe schemewould dsofall.

Benefitsof thisinitiative would not only bethe expansion in apprenticeship places but also benefits to the consumer of guaranteed standards of proclict quality
and service. Thereisevidencethat in some sectors- for example home building repairs- demand for the product has heen suppressed by fears of poor and

unreliable service. Once consumers have aproper guarantee we could expect this demand to be released and lead to increased consumption.

Aswe have explained, we seethe low level of supply of apprentice places by firms asthe main obstacleto the expansion of apprenticeship. Thislow supply of
apprenticeshipsis not necessarily evidence of alow level of skill need. All the evidence pointsin the ather direction. But we seethe supply of placesheld back
by poor information flows and weak employer organisations especially at thelocal level. Wewould like employersto reconsider the level of gpprentice salaries-

currently refatively high - so that alarger number of gpprenticeship places can be provided. Wealso consider that, if the quality of apprenticeships can be
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improved along the ines that we SUggest, young peoplewill be content with more modest earningswhileintraining. A distinct contractual Statusfor
apprenticesas existsin Germany could contribute to greater cost-sharing by young people. We also consider that demand for apprentices can be stimulated by
direct andiindirect government action to protect consumers of goodsand services. Thiswould take the form of strengthening safety Sandardsin some sectors

and encouraging groups of firmsto assume collective liability for quaranteed quality Standards.

Findlly, however, thereismuch evidence that some clemand from employers for apprenticesis unmet because government funding for apprenticesis effectively
‘rationed” so that not dll whowant it can obtain it. Wewould like to see government finance for apprenticeship places expand in line with the demand from
firms. In some sectors, where training costsare high, ahigher per capitagovernment subsicly isjustified. However, we recognise that if demand grows, aswe
hope and expect it will, thefinancing of post-16 education and training will have to be fundamentally rethought, perhapsaong the lines of individual

entitlement to replacethe block grant transfers by which full-time education and training pogt-16 s currently financed.

POLICY RECOMMENDATIONS

Higher target numbersfor apprenticeship

We recommend that the government set atarget of doubling the current number of starts on Modern Apprenticeship programmes within five years and asecond
target of increasing that number again withintenyears. In consultation with NTOSs; this overall target would be broken down into agreed targets for each sector
correspondiing to skill needs. We arguethat this expansion can be justified on grounds of wide benefits to society and to the economy. Our initial target (for
England and Wales) of some 150,000 startsayear within five yearswould result in around aquarter of acohort entering apprenticeship annually. Our longer

term target would result in around onethird of acohort entering apprenticeship annually within ten years.

Improved training content and assessment

The content of oprenticeship programmes should be reviewed and an underpinning component of technical knowledge Specified for each apprenticeship
programmein adaition to NVQ units and key skills. Underpinning technical knowledge should be externally assessed using standard instruments along the

lines currently being piloted for the assessment of key skills.

New pathways leading to apprenticeship

apprenticeship98.wpd 11



Wehave upheld the mode! of apprenticeship which seesit asaprogramme of eduication and training leaging to demanding standards of skill in every sector.
The decision to take on an apprentice will rest with employers. Not all young peoplewho seek aplace will find ongimmediately inthe sector of their choice.
Those 16 and 17 year oldswho find that they do not yet meet the requirements for entry to an apprenticeship in the sector of their choice could enter pre-

apprenticeship coursesin full-time education, designed to prepare for employment asan apprentice. National Traineeships could performagimilar role.

New pathways leading from apprenticeship to higher education and full professional status
We have alreaty recommended more demanding content in gpprenticeship programmes. Thisisin part because we see high quality training to recognised
standardsasaway of attracting young peopleinto apprenticeship. But we also point out that thisisno longer asufficient attraction. Many, athough perhaps
not all, sector organisationswill need to work with businessin their sector and with higher education to develop aroute through from apprenticeship to
professional qualifications at sub-clegree and degree level. Such adevelopment (currently largely confined to one or two sectors) could lead to many more
talented young people seeking to follow the apprenticeship route. Assessment and certification of apprenticeship should be reviewed with the aim of
developing pathways from gpprenticeship to higher education.

Stronger sector bodies and employer organisations

The newly-created sector training bodies (NTOs), which bring together the range of trade and business organisations within the sector, should be strengthened
by making membership of the relevant body compulsory for all businesses based on payment of an annual subscription. In caseswheretrainingiscogtly and
sillsare usedin arange of sectors, notably engineering craft workers and technicians, the organisation of NTOs shoul d be adjusted towards an occupationd
rether than apurely sectoral basis. Theincome derived from firms” annual subscriptions should be set at alevel sufficient to enable NTOS to undertake arange of
educational and marketing activities. In thisway NTOswould actively work totry to ensure that sufficient placesare offered by firmsto meet overall sector
needs. Trade unions and other employee organisations can play animportant rolein this process by participating in theidentification of future ill
requirementsand in urging management to offer apprenticeship places. Their current partia and informal presence on NTOs should therefore be formalised.
NTOswould also be expected to ensure that apprenticeships offered in their sector are marketed to young peaplein such away that apprenticeshipisnot held
back by information failure. Finally, NTOswould be responsible for liaising with TECs and thereby ensuring that in every region and locality firmswilling to

offer apprenticeship placesare identified, enabled to access government funding and put in aposition to interview suitable candidates.

Government encouragement of employer cooper ation to guar antee product and service
standar dsto the consumer
Some sectors of businessand indlustry will only appreciate the need for higher skill sandardsif tandards of quality and servicein the sector areraised. Weseea

rolefor government in setting higher safety standaras where appropriate and encouraging employersin arange of sectorsto agree quality standards and to make
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collective arrangementsto guarantee those tandards through liakility insurance. Such action will raisethe demand for apprenticeship training, benefit the

consumer and increase business volumes.

Financial support from government for Modern Apprenticeship to be guaranteed to all who
undertaketo train to therequired standard

The expansion of gpprenticeship which we call for can only teke placeif government iswilling to provice the recognised level of financial support for
employerswilling to take on gpprentices. Thismay eventually reguirearethinking of arrangements for financing 16-19 year old education and training
provision. Where apprenticeship is particularly costly to employers, asin engineering, public funding should be correspondingly higher, provided that
employersfully explorethe scope for reducing apprentice pay relative totraditional (high) levels.

Apprentice status and remuner ation to be rethought

Apprentice tatus and remuneration should be systematically diifferentiated from that of both National Trainees and regular youth employees, with aview to
limiting apprentice pay and developing adistinct apprenticeidentity’. Thiswould reducethe costs of training to employers and facilitate the offer of more
places. High quality training programmes provide sufficient incentivesto young people to start and completetraining even at low to moderate apprentice pay

rates.
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SECTION 1 THE CASE FOR APPRENTICESHIP

1.1 Britain’s skillsgap

ill formation in Britain

Every upturninthe British economy bringsthe familiar complaint from business of skill shortages. But these acute shortages condtitute thetip of alarge
iceberg of hidden long-term deficienciesthat employers' organisations persistently identify. Reportsfrom the Indtitute of Directors and the organisation
Education for Industry - and mog recently from the government's Skills Task Force - are but the latest in along Series of concerned andlyses of
low levels of skill inthe British workforce compared to competitor countries. When we compare tocks of intermediate skillsin the population of working age
inthe UK and Germany at two pointsin time, 1985 and 1996, we can seethat the gap between the UK and Germany isvery large and hardly changes over the
period. Evenif welook a the younger population in the two countrieswe can seethat the gap is till considerableand narows only dightly. Inthe UK in 1985,
44 per cent of all 25-28 year oldswere qualified to Level 3 (A-level or vocationdl equivalent) or above; in Germany, 82 per cent had Level 3 or above. 101996
the corresponaiing figureswere 54 per cent in the UK and 87 per cent in Germany.

Engineering and congtruction training in Britain and Germany
The same story emergeswhen we ook a numbers qualifying in specific occupations over time. Numbersqualifying in engineering expressed asa percentage of
employment in the sector were four times greater in Germany in 1985 and the gap remainsthe samein 1996. In congtruction, the gap haswiclened and the

congtruction industry in Britain faces skill shortages and consequent inflationary wage pressures.

No skillsgap at graduate level

Instudies carried out a the Nationdl Ingtitute of Economic and Socidl Research (NIESR) researchersfound that the great difference between Britain and Germany in
terms of qualifications held lay not inthe quality or standard of the awardsin the two countriesbut in the far greater numbers gaining vocational qualifications
in Germany compared to Britain. Britainwas not found to suffer any grave deficiency in university gradlates - except, perhaps, in engineering. Thetriking
deficiency wasin those qualified to the vital killed craft, technician and junior professional skill levels (commonly known asLevel 3- NVQ3, GNVQ3and A-
level). A recent comparison shows Britain having only aquarter of the population of working age holding qualifications at thislevel, compared to nearly half in
Sweden and two thirdsin Germarny.

Academic qualifications have grown fastest

Since the ate 1980, hopes hadl been growing that the rapid expansion in numbersenrolling in post-16 year old education would help to enlarge Britain' s stock of
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Level 3 craft, technical and supervisory skills. However, analysis of Labour Force Survey datafor the period 1991 to 1996 carried out a the Centre for

Economic Performance (CEP) shows that dmogt all the growth in the stock of qualificationsheld by 19-21 year olds at Level 3 and above can be accounted for
by growth in academic qualifications (A-level and degrees). Anamazing thirteen per cent moreindividuals held academic qualifications (Level 3and above) in
1996 thanin 1991. On the same measure, all vocational qualifications (defined asHNC/HND, (G) NVQ2,(G) NVQ3 and vocational equivalents) grew by just

QVer one per cent.

Lack of incentiveto gain NVQ in preference to academic qualifications

When young peopleinvest in post-16 education and training, they make decisions based in part on what they can ascertain about the value employers place on
qudlifications. Theone consistent message of the last decade has been that adegree pays. Asaresut thisistherouteto which amgjority of those enrolling &
16+ aspire. Based onwage differentials; messages abouit the value placed by employerson NV Qs gained through college study have been mainly negative.

NVQ assessment model a fundamental problem

FE colleges and school sixth forms have done afinejob inraising the average level of achievement of around half of 17 and 18 year olds. But they have been unable
to deliver a themore specialised vocational level, in particular NVQ Level 3. One reason has been the narrowness of these qualificationswhich have falled to
provide the foundation needed to progressto higher education. This has made the qualifications unattractive to ambitious youngsters. A second reason has been
the competence-hased nature of the NVQ and its outcome- based assessment designed to be carried out in the workplace. Thismodel has not adapted well to use
in full-time education and gives little quarantee of standards. Perhapsin part because of this problem, the labour market hasfailed to send positive ignalsto

young peoplewith vocational qualificationsinterms of either recruitment or pay differentials.

The effects of skill shortages on the economy

n the short-term, skill shortages lead to arekindling of inflationary pressures and consequently to deflationary measures and apremature end to economic recovery.
Thus, snortages of skillsin sectors uch as 1T and construction pushed up wage nflation during the recovery of 1994-1998 inastriking rerun of the experience
of 1986-1990. Theresult has been lost employment and output, to the detriment of both the unemployed and the wider economy.

Productivity sufferswhen skillsarein short supply
Inthelonger term, the adverse effect of skill shortages upon productivity growth in British industry has been demongtrated. During the 19805, sectors affected
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included the engineering group of industries, whose refiance on apprenticeship has historically been considerable. Similarly, arange of researchinto
comparative productivity and trade patternsin Britain and foreign countries, including both case-tucies at plant level and statistical studies of inter-sectoral
differences, has pointed to adeficient supply of intermediate vocational qualifications as aleading cause of what istill arelatively poor productivity record in
mogt sectors of Britishindustry.

I ntermediate qualificationsremain the key

Such research points to the economic importance of intermediate vocational qualifications, to whose Spply apprenticeship contributes. Assuch qualifications can
a0 be produced through full-time vocational education, as haslargely been the casein France and Sweden, an expansion of apprenticeship isnot necessarily the
solution to such problems, Moreovey, the favourable productivity and trace performance of the post-war US economy does not depend on apprenticeship, which

declined a amuch earlier datein the USthaninthe UK.

Why Britain is different

It hastherefore been SUggested that, asaresult of higher participation rates (just over half of all 16-19 year oldsin full-time education and onethird proceeding to
higher education) Britain has already gone down a state-hased full-time route o vocational education. Further, it could be argued that thisroute offersthe
prospect of more equal access, better long-term co-ordination, and broader training in numeracy, languages and computing skills. However, an argument that
Britain should o further down thisrouteisill-conceived for anumber of reasons. Fird, thereisa Sizeable proportion of the youth cohort who do not wish to
follow the classroom route. Such indiviuals need to be trained in those intermediate skillswhich are essential for asuccesstul modern economy. Second, full-
time education pogt-16 produces mainly academic qualifications. Third, completion ratesare acause for concern - for example, over athird of thosewho enrol in
full-time education in the Further Ecucation sector fail to complete successfully. We conclude that the full-time routein British schools and collegesand
universities hasinsufficient resourcesto provide adequately for thewhole range of Britain'svocational and professiondl training needs. Nor can thisroute eesily
providethe practical experience necessary for their acquisition.  Finally, such an gpproach removes responsibility for the upply of skillstoo far from employers
and theworkplace. We paint out in Section 2 (below) that Britain hasalong and mainly honourable tradition of apprenticeship training which, in certain
sectors, isheld in high esteem by trainees and employersalike. Itistothistradition, now renewed by the Modern Apprenticeship initiative, that we consier
Britain should turn tofinally overcome the intermediate skills deficit. In the second part of this section we set out the educational case for supporting and
expanding apprenticeship in Britain.

1.2 The educational casefor apprenticeship
What we mean by apprenticeship

[n apprenticeship, skillsand knowledge are acquired through a combination of structured learning opportunitiesin the workplace, participation in the production
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process and formal *classroom’ learning. Below (Box 1), we provide our own definition of apprenticeship. Thisdefinition isdesigned toincludeal the
elementsthat we consicler necessary to underpin future expansion. In subseguent sectionsof this report we put the case for basing apprenticeship on amodel
whichincludesthese elements, in particular, high-quality off-the-job learming, aspecia contractual Status for gpprenticesand atrainee wage which reflectsthe

vaueof thetraining provided.

Box 1 about here

Textof Box 1 [Definition of Apprenticeship Apprenticeship is defined as a contract between an employer
and ayoung person combining on-the-job training, formal learning and productive work. Once
entered into, the agreement places upon both employer and the young person a set of reciproca rights
and duties. The employer agrees to ensure that the gpprentice follows the stipulated programme of
vocationa education and training which will be based on nationa standards formaly recognised by the
sector concerned. A non-negotiable part of the agreement will be that on-the-job training will be
complemented by off-the-job training in an educationd ingtitution. In return, the gpprentice agrees to
conscientioudy pursue the stipulated programme of education and training, to undertake productive
work related to his’her course of training within the company and to accept atraining wage appropriate
for the his’her age and the stage of his’her apprenticeship training.]

Apprenticeship helps develop the *lear ning wor kplace

By apprenticeship, we understand amodel of learning in which the apprentice acquiresthe skills and knowl edge required of the Skilled worker, technician or
professional practitioner. Thismodel works as uccessfully for highly-qualified professionals - chartered accountantsand doctors- asit doesfor the more usua
range of intermexiate evel occupations - from business administrators to qualified electricians. Good apprenticeship has the potential to meet young people's
aspirations for relevant and flexible education and training post-16. 1t also deliversthe wider range of skills so urgently needed by business. Equally important,
thetraining experience and expertise developed by firmswhich offer apprenticeships helpsfirmsto develop as  learning workplaces”. These developments
benefit dl employeesbecause of the wider opportunitiesthat a'learning workplace' can offer for upgrading and development.

I sapprenticeship still relevant to the needs of the economy?
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Thelong tradition of gpprenticeshipin Britainisa onceadtrength and aweskness. Where quality training has been maintained, the status of apprenticeis attractive
toyoung people and their parents, free from the stigmawhich Y outh Training type schemes acquired. Yet, a the sametime, thosewho look to the past history of
apprenticeship - largely confined to young malesin the manufacturing sector - arguethat it haslittle relevance to today' s economy and that its mobility of
fraining has heen poor.

Apprenticeship morereevant than ever

Wearguetha, far from being outmoded, the pprenticeship model is particularly ppropriate for anincreasingly global, flexible economy. A widerangeof personal
and social skills- team-working, the ahility to solve problems, the confidence towork autonomoudy and cregtively - areincreasingly valued and required in
mogt workplaces. A partnership between firms and eduication/training establishments is recognised in many countries asthe optimal and most cogt-€ffective
way to develop thisrange of skills. The role modelsand real-ife problems and challenges found in the workplace make it the most efficient leaming
environment for acquiring personal and social skills. Specific technical and professiondl skills can also be acquired in the workplace using awider and more up
o date range of equipment than can normally be providedin colleges. But, & the sametime, thelevel of technical knowledge and general competencein
communication and numeracy required of employeesisrising. Here, the partnership with educationisvital. The college hasanimportant roleto play in

apprenticeship through the development of complementary technical knowledge and underdtanding, and underpinning general education.

Apprenticeship can offer opportunitiesto all young people

The example of other countries, notably the German-speaking countries, has also demonstrated the extent to which apprenticeship can accommodate within asingle
framework young people of widely differing academic ability and professional aptitudes. Different professions require different qualitiesin young people.
Thereis scopewithinthe apprenticeship framework for young peoplewho offer commitment, loyalty and perseverance aswell asfor the academic high-flier.
Apprentices seetheir growing skill recognised in the work-place and this recognition provides an inval uable sense of self-worth and professional identity. For
these reasons, gpprenticeship offersthe possihility of aless status-conscious and less divisive route o technical and even professional qualification than s

currently on offer in the school/college system.

Workplace rather than classr oom-based lear ning mor e effective for some young people
The simultaneous combination of part-time education with workplace training which characterises apprenticeship can claim educational and economic
advantages over the dtrictly sequential approach involved in full-time vocational education. The opportunity tolearmn whilein theworkplace offered by well-
planned apprenticeships can both motivate young people to learn more:and help improve the quality of wht they learn. Y oung people who are unhappy with

full-time schooling are often attracted by leaming related to 'real work' and marketable outputs, and morewilling to concentrate on formal learning whenitis
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conalucted part-time:and refevant to their chosen Skill area. Moreover, some of the tal ented young peoplewho drop out early from full-time pogt-16 courses may
fare better if the schooling in question istied to work-based learming and conducted on a part-time basis. To help overcome this problem of lack of contact with
theredlity of the workplace, some full-time GNVQ and NVQ courses now try to offer work experience placements. But SUch changes welcomeasthey are,

cannot approach the structured integration of work-based with classroom-based learning that apprenticeship entails.

L abour-market advantages of apprenticeship for young people
Y oung people drawn into any expansion of gpprenticeship can expect to benefit personally. Statistical evidencefrom arange of countries suggeststhat
apprenticeship hasamuch more favourable effect on subsequent labour merket fortunes, interms of both access to employment and rates of pay, than doesthe
informal job training which in Britain expanded at the expense of apprenticeship. The evidence becomes|ess clear-cut when gpprenticeship is compared to full-
timevocational education, but even here, evidencefor Britain at leadt, uggestsaclear advantage in favour of gpprenticeshipswhich lead to arecognised Level 3
qualification. Moreover, although vocational qualifications have been found to generate lower eamingsthan general qualifications such as GCSEsand A-levels,
adiriking exception s provided by some occupations, including engineering crafts, where eamings are higher for ex-gpprentices than for those with formally

‘equivalent' generdl qualifications.

Equal opportunities ill a problem in apprenticeship

In Britain, young women have not only enjoyed lower access to apprenticeship than have young men, but they appear alsoto havelogt ground refative o other
young women when they have done so. In part, these unattractive features reflect the deep-rooted occupational segregation of work by gender tobefoundinal
economies, In part, they also reflect thetraditional restriction of female apprenticeship to alimited range of overcrowded and low paid occupations. However,
recent German experience gives cauise for optimism: although in that country occupational segregation remains marked, the access of females to apprenticeship
hasincreased vastly in the past two decadles and the contribution of gpprenticeship to subsequent pay and employment prospects ppearsto be as favourable for
females asfor males. By contragt, in Britain, it must be conceded that equal opportunities objectives do not seem to have been met with only 4 per cent of

Modern Apprentices coming from ethnic minoritiesand with 43 per cent being female and mainly concentrated in tracitiondl female;jobs.
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Modern Apprenticeship - aviable basisfor progress

Section 2 below makes clear that the British government and some sectors of British businesshave, albeit belatealy, produced aworkable and far-gighted design
to rescue and modernise gpprenticeship in the form of Modern Apprenticeship. The new framework produced is, in our view, aviable foundation for rebuilding
and expanding the work-based method of skill formation. Our concernisthat progressin building on this foundation is slow, and thet fundamental structurdl

problems of an inadequiate supply of places and the changing aspirations of young people have et to be addressed.

For dll itspotential, apprenticeship is not presented here asaquick or easy solution to Britainskill and training problemsat either national o indlividual level.
Expanciing apprenti ceship requiresfinding solutionsto awhole range of problems. In addition to problems of access (including enduring gender-refated bias)
and of cost-sharing, thereisthe problem of ingtitutional viability. Thisrelatesto the need to create and sustain apattern of finance and incentiveswhich halances
the supply of and demand for places at alevel sufficient to meet national requirements. Finally, there isthe need, currently not sufficiently well addressed, to
disseminate much fuller informetion about apprenticeship to young people and their parents.  [n Section 2 we assess the extent to which Modern
Apprenticeship has resolved the fundamental issUes raised by an employer/trainee/education partnership. Issues of finance and incentives are explored in greater

denthin Section 4.

SECTION 2 REINVENTING APPRENTICESHIP- MODERN APPRENTICESHIPREVIEWED

A mixed past: apprenticeship in Britain pre-1960

Uptothe early 19605, apprenticeship provided the British economy with an adequate Supply of skilled labour of areasonable, though variable, quality. In
contrast to Germany, howevey, it did not extend much beyond traditional occupations. Asit developed in Britain, apprenticeship had the following broad
characterigtics. It wasusualy based on aformal or informal agreement and lasted for between three and five years. During theinterwar and post-war period
apprentices were often used as cheap Iabour, but the tradition largely prevailed thet apprenticeship should provide training in broad occupational ills. A key
feature wasthe alternation of work and on-the:job training with off-the-job training in technical colleges. Allied tothis, apprenticesincreasingly acquired
qualifications, in particular City and Guilds (C& G) or Businessand Technology Education Council (BTEC) certificates. Regulation through collective

bargaining waseither by informal custom and practice a workplace level or by more formal agreementsat industry level.

A missed opportunity: failureto reform 1960-1990
From the early 1960s, there were growing criticisms of gpprenticeship training by employersand policy makers. Themain chargeswerethat it wasexclusivein
that entry was restricted to young malesin certain trades; it involved alarge amount of time-erving rather than training to tandards; and it perpetuated

outdated restrictions and demarcations. In these circumstances, reforms were attempted by governments, employers, and unions. The 1964 Industrial Training
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Act, and the refated Industrial Training Board (1TB) and levy-grant system, Supported apprenticeship training by seeking to spread the costs more equitably
between employers. Somel TBsalso played an active, reforming role by promoting off-the-job provision and introduicing training to Sandards. Though
reforms were implemented through the 1970 and 1980, progresswas Uneven between and within industries. Moreover, therewaslittle successin extending
apprenticeshipsto non-traiitional occupations. In retrospect, an opportunity was missed, and the British system of apprenticeship was not fundamentally
reformed in theway it wasin Germany & that period.

The beginnings of gover nment schemes

By the 19805 apprenticeship training was being overtaken by major changes. In the context of rising youth unemployment, governmentsintroduiced a series of
‘schemes to provideyouth training. From the early 19805, under the Y outh Training Scheme (Y TSl ater renamed Y outh Training -YT), young people received
agovernment allowance, but often did not have employed status. Onthe one hand, Y TSand YT spread formal training to many who would never have donean
apprenticeship. Onthe other hand, the scheme was primarily intended to alleviate youth unemployment, and the level of much of thetraining was of alow
standard. Asaresult, tate-hased schemes acquired abad reputation with bath young people and employers. Some firmswhich traditionally had apprenticeship
programmes replaced these with cheaper YT trainees; others used Y T asa screening device and later pgraded selected traineesto pprenticeship staius. By the
early 1990s, around two thirds of agreatly reduced number of first-year apprenticeswereon YT. Simultaneoudly, therefore, YT hoth supported apprenticeships
by providing subsidies and undermined them by providing astate-based alternative.

Theintroduction of Modern Apprenticeship in 1993

Over along period numbersin apprenticeships declined. Themost precipitousfallsin apprentice ratioswerein the late 1960s and early 1970s, inthe early and
mick-1980s, and again most dramatically in the early and mid-1990s. The Y outh Cohort Survey showsthat the proportion of 16-18 year oldsin apprenticeship
fell between 1989 and 1992 from 14to 9 per cent. Successive Conservative administrations after 1979 distrusted apprenticeship training and removed supports
such asthe I TB system. Reports published by the Central Policy Review Staff in 1980 and the Manpower Services Commissionin 1981 stressed the negative
aspects of apprenticeship - the perceived association with craft unions and restrictive labour practices. It wasthereforea dramtic reversal of policy when, in
1993, the Conservative government announced the launch of Modern Apprenticeship. Thisreversal reflected agrowing awarenessthat earlier palicieswere

mistaken or inadequate and that there existed asignificant skills gap at theintermediate level.

The status of the Modern Apprentice
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Modern Apprenticeship incorporates hoth traditiondl andnovel features. Inlinewith traditiondl apprenticeships, thereisawritten agreement between the
employer and apprentice, specifying rightsand obligations. Thisalso outlinesthe training to be provided, qualificationsto be attained, and acommitment to
completion. Assuch the agreement isintended to signify amutual pledgeto asignificant period of training. The agreement is underwritten by thelocal
Training and Enterprise Council (TEC), with the expectation that, should the employer ceasetrading, alternativetraining will befound. A corollary of thissort
of agreement isthat the young person s recognised as being employed as an apprentice and is paid awage by the employer. Thisis seenasaway of sgnalling

employer commitment and asameans of attracting young people.

Linksto sector frameworks
Each Modern Apprenticeship is|inked to asector framework based ontraining to NVQ level 3. Though no time periodis specified, the expectation isthat the average
apprenticeship will last about three years. Training for technician and associate professional (NVQ Level 4) killsisalso encouraged in some sectors, building

on previous trendsin engineering and some other sectors.

Keys skillscompulsory in Modern Apprenticeship
InadditiontotheNVQ, thereisarequirement that the apprentice be taught ‘key' skills (numeracy, communication, I T, problem solving, and persondl skillssuch as
teamworking). These areintended to provide abroader educationdl base. However, in practice, thereis great variety in how these are Oelivered and whether they

arecertificated. Thereisalso concern among employerswith the sizeand funding of this component.

Flexibility and transferability also a goal of Modern Apprenticeship

Modern Apprenticeship isintended to provide preparation in broad skills capable of being transferred in occupational labour markets. [n contragt to traditional
apprenticeship, it isalso intendled to provide abroad educational base and the possibility of movement between routes. Thisflexibility fitswith the notion of
alternative, but inter-linking, pathwayswithin the British system. We would argue, however, that afurther strengthening of this aspect of Modem
Apprenticeship content is required in order to ensure easier progression through to higher education for those who want it. Thiswill necessitate astrengthening

of the education content of apprenticeship refative to the unambitious ‘key kills' requirementstowhichit islimited at present.

Modern Apprentices are older

A significant aspect of Modern Apprenticeship isthat some 60 per cent of Modern Apprentices are aged 18 o over. Thisreflectsemployers' determination to recruit young
peoplewith asufficiently high standard of education. Currently, government fundiing criteria are restricting proportions of 18 year oldswho can be recruited
and depressing the number of Sartsoverall. We consider that the trend towards taking on apprenticesat alater and more mature age should be encouraged if this

istheway inwhichincreased demand for and supply of places can be secured.
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Employer ‘ownership’ apriority

From itsheginnings, abasic feature of the schemewasto give ‘ ownership' toindugtry, which, inreality, aswith previous Conservative reforms, meant giving leadership and
control to employers. Thiswas Seen as necessary to establish employer commitment and to avoid the appearance that thiswas yet another government scheme
for the unemployed. Thus, employer-led Industry Training Organisations (ITOs now National Training Organisations - NTOS) designed the frameworksand
employer-led TECs currently organise delivery a thelocal level. Vocational education colleges, traditional certifying bodies, and trade unions have played a
lesser role. A crucidl part of Modern Apprenticeship s that thewhole of thewage and part of the training costs are horne by the employer. However, government
also contributestowards the cost of off-the-job training and this has established for thefirgt timein Britain the principle of state upport for part-time education
and training for employed young people (see a0 Section 4 below).

Theroleof TECs- funding and regulation of Modern Apprenticeship varieswidey

In practice, the DfEE setstotal target numbers for Modem Apprenticeships. However, TECsin turn decide how much they will spend and which types of apprenticeships
should be offered. TECsthus have some atitude asto whether, for example, they seek to fund more engineering and I T placeswhich may be more costly and
difficult tofind, or more hairdressing and refailing apprenticeshipswhich may be cheaper and easier tofind. Thismeansthat anindividua employer seeking to
take on an apprentice may find thet histher local TEC isunwilling to llow the employer to participatein the Modermn Apprenticeship scheme. Thefunding
regime under which TECs operateisaso problematic. Thereiswidevariation between TECsin the amount of funding available for apprenticeshipsin the same
sector. Funding for off-the-job training i output-related and trainers receive payment on attainment of competency by trainees. Astrainersare often assessors as

well, this creates an incentive to permit sub-standard candidates to progress.

The sector coverage of Modern Apprenticeship

By 1998, over 70 sectors (covering the mgjority of Britishindustry and commerce) have developed Modern Apprenticeship programmes. Some programmes, such as
engineering and electrical indtallation, build on well established arrangements; others, such s T, retailing, and business administration, had abigger challenge
to develop frameworks from scratch, from existing loose qualifications, or from YT arrangements. Inthis respect, the programme has extended gpprenticeships
to new sectors on thelines of the more broac-ranging German system.  Interms of recruitment, there was someinitial fear that young people would be

insufficiently interested because of the stigma.of government schemes and agrowing preference for the school-hased route. In practice, while some employers
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il complain of ashortage of suitable candidates, in most casesit has been relatively easy torecruit and the averagelevel of educational attainment of the early
intake has been high - including many who might have stayed on at school or goneto university (see also Section 3 below).

Despite favour able employer and apprentice reaction, Modern Apprenticeship hasfallen short of
target numbers
The overwhelming conclusion from surveys has been that most participating employers and most apprentices are very satisfied with the scheme. However, it is
necessary 10 go heyond theselargely optimistic Survey resultsand to consider outcomesin more detail. When the Moderm Apprenticeship was launched, it was
envisaged that around 70,000 would qualify annually and that therewould be between 150,000 and 200,000 Modern Apprentices a any onetime. We consider
that theseinitial targetswere not sufficiently ambitious, but setting aside this question for the moment, we can see from current figuresthat Modem

Apprenticeship hasfallen short of its (modet) initial targets.

Modern Apprenticeship startsinsufficient to fuel expansion of apprenticeship

Between thelaunch of Modern Apprenticeship in 1993 and October 1998, the cumulativetotal of Modern Apprentice startsin England and Wales hs been around 190,000,
In August 1998 atotal of 117,000 young people werein apprenticeship programmes. Startsover the period September 1997- end August 1998 were just over
70,000. Theflow istherefore Still somewht below target figures, though growing. Onthishasisand given adrop-out rate of around 20 per cent, it will take
until beyond the turn of the century beforethe target of 200,000 Modern Apprenticesin training in any given year isreached. Moreover, the beginning of the
Modern Apprenticeship has not arrested the fall in apprentice numbers. Overdll, by thetum of the century, apprentices (Modern and otherwise) will probably
condtitute only around 10 per cent of the 16-18 cohort, in effect little or noincrease over the 1992-93evel.

Sector breakdown of Modern Apprenticeship places

One of the reasonswhy we consicler that Modern Apprenticeship places could be greatly expanded isthe very great variability between sectorsin Modern
Apprenticestarts. For example, in electrical contracting there was one pprentice start for every 85 employeesin 1998, Inthetravel sector therewas one start for
every 67 employees. Yet in health and social care the corresponaiing figure was onefor every 400 employees, inthe chemical industry one for every 2000, in
banking one for every 12,000 and in cleaning services one for every 64,000, We explain below (Section 3) why apprenticeshipishighly valuedin electrica
contracting and thetravel industry. We also Sggest, in our policy recommendations that the features of these sectorswhich are conduicive o the development of

training could and should be developed in other sectors.
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Some subgtitution effectsin Modern Apprenticeship
Some companies have used the Modern Apprenticeship to re-enter apprenticeship training; others have used it to introduce apprenticeship for the
firsttime. However, many firms have merely substituted Modern Apprenticesfor apprentice places they would have funded themselves anyway or which would
have been supported inthefirst two yearshy YT. Inengineering, for example, leading firms such as Rolls Royce, British Aerospace, Rover, and Ford had
apprentice schemes and simply renamed as many asthey could on such programmesas Modern Apprentices. Similarly, in construction, many employerswho
funded thefirst two years of training under YT have now switched to the Modern Apprenticeship. However, aslong as employersin these companies and sectors

have also expanded apprenticetraining we should, perhaps, not be too concerned about subtitution.

Modern Apprenticeship leadsto recognised qualification outcomes

Turning to qualitative outcomes; theintroduction of Modern Apprenticeship, with associated NVQsand key skills, has given someindustriesan
opportunity to re-think the content of youth training. In some sectors, this meant building on firm foundations. For example, in chemicals, training to
standards and multi-skilling had been introduced in the 1980s. By contrast, in ather sectors, whally new arrangements have been created or there has heen an
upgrading of existing arrangements along with the moveto Modern Apprenticeship. The emphasison national systemsand more Standardised content may
have led to greater transparency and trangferability. I thisrespect, Modern Apprenticeship is better than informal on-the-job upgradiing whichis uncertified and
difficult totranfer, Itisalso animprovement on sometragiitional apprenticeshipswhere levelsand outcomes could vary considerably - though Modem
Apprenticeship may also allow too much variation. The new apprenticeship may also be positivein that it provides a tepping stone and basis for further
training. For example, itisbeing used in thisway in retailing where somelarge upermarketsare using it for progression to management positions. At Rover,
Modern Apprenticeship offersthe possihility of switching between craft and technician schemesin away which was more difficult under tragitional

apprenticeships. Modern Apprentices a Rover are also encouraged to continuein apprenticeship while gaining ahigher education qualification.

NVQsand lack of experienced trainersa problem

Still interms of qualitative outcomes, criticisms may be levelled a the quality of training, refated primarily to the NV Q framework, the quality of trainers and assessors, and
thefunding system. Firdt, it has been claimed that the NV Q approach stresses the ability to perform a set of tasksat agiven point intimerather than afuller
understandiing of the context of the trade and its broader theoretical underpinnings. Second, it has also been argued that national competency frameworks cannot
take account of the variability of contextsinwhich tasksare performed, except by becoming increasingly abstract and complex. Thisinturn makesthe
framework lessand lessintelligibleto employerswho then lose confidence. Third, there are problemsin terms of tuition and assessment and therefore of

quality assurance with the present system. Inmogt British firmsthere does not exist the class of experienced trainerswho, for example, areakey part of the
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German system. Fourth, testing relies extengively on the assessment of practical work, carried out often by intermal assessors, though subject to having been
certified to standards set by the NTO concerned. Such assessors, however, may not bewell qualified to assess'key' skillsand, moreover, may beinclinedto
push their own traineesthrough. Thismay then resuit in outcomes varying from company to company. Asaconsequence, the consistency and transparency

problems of the old system may persist.

Improvementsto the Modern Apprenticeship framework are being introduced by gover nment
and employers

Given these criticisms, some changes and adgptations have already been made by government and employers. Attemptshave dlso been madeto
simplify andimprove assessment of NVQsandkey' skillswith more rigorous external testing. Faced with deficienciesin content, firms have also adapted the
frameworksin various ways to makethem more relevant and also Sometimes more demanding. Thus, for example, Ford requires abroader content to enure
standardsand multi-skilling (unlike most firms it has also retained a4-year time-based format and also quarantees ajob on completion). A number of sectors,
such asengineering, chemicals; and bus maintenance, have maintained atraditional qualification dongsice NV Qs to enure that knowledge and understanding
aresufficiently wide. Inelectrical contracting, the industry hasingisted on the continuation of its traditiondl qualification andits own testing tandards. In

other cases, aaptations may helessbenign and may result in downward variability and reduced transparency.

SECTION 3 MODERN APPRENTICESHIPIN COMPARATIVE PERSPECTIVE

Britain compared to Germany

Modern Apprenticeship has gone some way to remove some of the weaknesses of traditional apprenticeship. Inthisreport wetry to answer the following
Questions. Towhat extent dowe dreadly havein placein Britain the characteridtics and underpinning institutional featuresthat have been widely identified as
contributing to the SUccess of apprenticeship in Germany? Whereingtitutional arrangements for Modern Apprenticeship differ from arangementsin Germany,

can alternatives be found to underpin a self-sustaining apprenticeship system?

L ong tradition of apprenticeship in Germany

Much has been written emphasising the long and strong tradition of pprenticeship in Germany and its current high status among young people. Apprenticeship in Britain
aso hasalong history but in the late 19" and early 20™ oentury Britain failed to capitalise on that tradition in the way that Germany did. Later, Britain failed
to extend and modernise apprenticeship so that the two countries now diverge considerably in the strength of indtitutions underpinning apprenticeship and in
the status of apprenticeship among young people. Nevertheless we argue that Modern Apprenticeship takes Britain severd steps nearer the German model with
respect to the range of apprenticeships offered, prior qualifications of gpprentices and training content. Although ingtitutional underpinning of gpprenticeshipis
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the greatest weaknessin Britain, we point to two sectorswhereingtitutions and social partnershipswork well in Britain as evidence that thisweskness can be
remedied where sufficient incentive exists. But we recognisethat young people will not be attracted to apprenticeship until it provides educationd

opportunities of aquality Similar to those offered in full-time education.

Qualifications of entrantsto apprenticeship in Britain and Ger many

In contrast to YT, Modern Apprenticeship draws upon a cross-section of young people having Similar school attainmentsto those in apprenticeshipin Germany. Around 15
per cent of all German apprentices hold aqualification equivalent to A-level whilein England thefigureis 11 per cent. Forty five per cent of German apprentices
havethe equivalent of GCSE Grades A-C - in England the percentage s similar - just under 40 per cent. - Thisinturn meansthat, in one respect at leadt, Modern

Apprenticeship can aspireto asimilar statusto apprenticeship in Germany - inclusive of individuals from awide ability range rather than SUffering from thelow

gausof YT.

Most frequently chosen sector Soccupationsin Britain and Germany

Themost frequently chosen apprenticeship sectorsare also remarkably similar and encompass both manufacturing and service sectorsin both countries. In both
countries, business administration, motor industry occupations and retail sales are among) the top five chosen. Thisclearly demongtratesthe extent to
which Modlern Apprenticeship has moved away from the occupations and sectorsthat dominated traditional apprenticeship and now embracesawide range
of sectors

Theimportance of high training standardsfor the status of apprenticeship

A fundamental feature of the German apprenticeship isthat the content of thetraining provided by thefirm is determined by firmswithin the sector and s
designed to produce skilled workerswho can work to the standards required by the sector. Becauise collective agreementsin Germany actually commit
firmsto paying workerswho have successfully completed arecognised apprenticeship more than untrained workers, firms must ensure that the training
programme for gpprentices adds value and increasesthe marginal product of the skilled worker refativeto the unskilled. Modern Apprenticeshipissimilar
inthat thetraining tandards are prociced by sector level organisations. Itis however, vital to ensurethat Modern Apprenticeship Sandardsare Sich that

apprenticeswho reach those standards *add value' to the organisation.

Germany also specifiestechnical knowledge and competence
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Modern Apprenticeship specifiesagenera component of ‘key skills' in addition to occupationdl competences. However, these are restricted inrange andlevel
when compared to the equivalent German programmes of Sudy. Nevertheless, the Modern Apprenticeship recognises the need for key kill development
anditisto be hoped that Sandards will rise asfirms recognise their importance. But apoint of contrast with the German apprenticeshipisthat thereisno
specification in Modern Apprenticeship of abody of technical knowledge specific to the occupational/sectoral areawhich must be mastered. A number of
sectors (engineering, electrical contracting) specify such technical knowledge, othersdo not.

The supply of apprenticeships - the contrast between Britain and Ger many

A fundamental weaknesswhich has undermined attemptsto relaunch apprenticeship in Britain has been alow level of demand from employersfor gpprentices.
Wecan appreciatethishy asmple statistical comparison. Apprentice startsin Germany in 1997 represented around two thirds of anotional cohort of 18
year olds. In England, the corresponding figure for Modern Apprenticeship in 1997 wasjust over ten per cent. The contrastisall the more striking when
wereflect on two additional points of contrast between the two countries. Firt, in England the government makes acontribution to firms' apprentice
training costswhilein Germany thereisno direct government contribution to firmsthat train apprentices. Second, until recently when Germany hit the
bottom of the economic cycle, the number of training places offered by firmsin Germany outstripped the number of young people requegting training
places. Even during the recent period of economic downturn, apprentice places offered have fallen only dightly short of apprentice places sought by young

people. Weattributethisin no small measure to lower gpprentice wage ratesin Germany - normally around onethird of the adult skilled wage.

The contractual status of the apprentice

Oneway of equitably setting apprentice pay a alevel which reduces employer coststo amore redlistic level would betointroduce aspecial contractual Status
for apprentices. The position of the apprenticein labour law is potentially digtinct from those of both the trainee and the employee. The moreimportant
digtinction concernstrainee status. Participantsinthe Y outh Training Schemein the 1080swere denied the legal rights associated with employee status,
notably employment protection and (initially) health and safety protection - unless asponsoring employer offered ‘employee status . Themargindl and
insecure nature of Sich contracts created concern and disrespect, and adetermination that Modern Apprentices should enjoy employee Satus. The second
digtinction, between employee and apprentice, has been largely overlooked inthisaversion to trainee tatus. The ditinction had already become marginal.
Contracts of gpprenticeship and service had become ever closer within awider ‘employment” category; the principal distinction between the two concerned
thefixed-term nature of the apprenticeship contract and the employer’ sfreedom to discharge an apprentice after completion. In Germany, by contradt, the
statusof the apprentice has remained systematically segregated from that of the employee. Thisdifferentiation hasin turn permitted the payment to
German gpprentices of training allowances pitched at lower levelsthan apprentice wagesin Britain and the maintenance of amore effective system of
finance and incentivesin Germen than in British pprenticeship. The scopefor, and merits of, ingtitutionally differentiating the three types of contract

remains an issue for contemporary apprenticeship in Britain,
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Setting sandar ds and maintaining demand for skillsin England and Ger many

Most commentators emphasise the points of contrast between apprenticeship training in England and Germany and these are indeed striking, aswe have
indicated above. Yet, examplesexist, in England, both in manufacturing and services, of gpprenticeship schemes underpinned by solid industry
commitment to training which reflectsthe more widespread German commitment. Before moving on toissues and policy recommendations, it seems

important to analyse the underlying incentive structure which procuces these apprenticeship schemesin Britain,

The example of Electrical Contracting in England and Wales

The example of the electrical contracting industry in England and Walesindicatesthat joint industry agreement and management of high quality apprentices’
training can be established and flourishin this country. Thisis achieved by acombination of statutory regulationintheinterestsof public safety and the
use of training by firmsto ensure work to required standards. [T he Case of Electrical Contracting Whiledectrical contracting
firmsare not obliged by law to employ electricianswith Approved Electrician status, the Electricity at Work regulationsmeansthat they are obliged to
work totechnical standards laidl down by the Indtitute of Electrical Engineers (British Standard 7671:1992). Itis thereforein firms' intereststo employ
glectricianstrained to understand and work to those standards. Further encouragement to employ trained employees stems from membership of the
Electrical Contractors Association. The Association guaranteesthe quality of itsmembers' work, and much of itswork is concerned to promotetraining to
recognised standards. The better trained itsmembers the lower the collective liability for bad work] [Tobox. Titlein bold].

Box 2 here

The example of thetrave industry in England and Wales

Thisprinciple also underpinstraining in avery different sector in England and Wales, thetravel industry. Travel agentsare obliged by law to take out insurance
to protect their customersin caseswherethe agency hasto ceasetrading. Normally, travel agents belong to an association - ABTA isthe most well-known -
which collectively providesinsuranceto protect customersagaingt loss resulting from business collapse. While ABTA membership doesnot imposea
fraining requirement per se-itisintheinterestsof all itsmembersto minimise the costs of theinsurancethey are obliged by law totake out. An
obvious way to reduice the possibility of poor practiceintheindustry isto ensure that staff are trained to high standards. Theincentiveto minimisethe cogt
to business of insurance policies acts as an incentiveto use apprenticeship to develop the ills needed by theindustry.  Hereishow aformer Director of
the Travel Training Company explained the industry' s acceptance of the need for training,
[The Case of the Travel Industry ‘Theindustry hasthroughout its short life been much weaded to the concept of Sandards, and
nationally uniform standards & that - partly reflecting some of the early financial collapseswhich threatened to black the sector' snamein generdl. The
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widerangeof ‘products’ (mainly packages or modules for the leisure sector); theimmediacy of the relationship with the customer (who if di ssatisfied
usually hasno difficulty intracking back to the haplessindividual agency employee): the close working relationship between superior/manager and
clerk/consultant inthe typically small agency (whether independent or part of achain); the fact that complaints, errorsor poor servicemay beall too audible
and vighlein suchacontext: al of these have helped industry acceptance of the need for soundly-based training, not least in the product range.'] [To box.
Titlein bold]
Box 3 here

L essons from these sectors

Thetwo sectors cited here, electrical contracting and travel services, demonsiratethat inincividual sectors, accentance of quality Standards can lead to
commitment to high quality training. Thistraining isin many wayssimilar to practicein Germany. Inour conclusions and policy recommendationswe
suggest how the incentivesto train which operate in these sectors might be extended to agreater number of sectorsand thereby stimulate the demand from

employersfor Modern Apprenticeships.

SECTION 41SSUESAND PROBLEMS

4.1 Finance and I ncentivesto I nvest in Apprenticeship

The cost of apprenticeship

Thefinancial attributes of apprenticeship are both complex and important for itsviability. Inthefirst place, apprenticeshipiscostly. Estimates of direct
andindirect costs range from £8,000 to £30,000 over athree year apprenticeship according to sector. Intheory, these costs can fall toany or dll of thethree
parties- employer, apprentice and taxpayer - who potentially benefit from apprenticeship.

Cogt-sharing must befair and effective in promoting apprenticeship
Thosewho benefit from training should contribute correspondingly, for reasons of both fairess and efficiency. The case on efficiency groundsis amatter
of incentives: when aparty'sinvestment in apprenticeship leads to acommensurate reward, asitableincentive to undertake training is present. If co-

sharing reflects henefit-snaring then the outcome will be asufficient supply of placesand a corresponding demand from young people.

Society also benefits and should share part of the cost
Asthe benefits of apprenticeship are shared amongst the relevant parties; o the costs should also be shared. The apprentice can expect to gain, in terms of
expected future earings. The sponsoring employer gainsalarger subsequent supply of skilled labour, according to the willingness of the pprentice to tay
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after training. Other employersaso gain, to the extent that ex-apprenticesleave to|ointhem. The taxpayer and the wider economy also gain, to the extent
that agreater supply of Skilled Iabour increases productivity (inwaysthat are not captured by the partiesdirectly involved, e.q., through morerapid
innovation eadiing to lower product prices), aswell asthrough the development of amore educated and knowledgeable society.

The key issues of cost-sharing
Although itisdifficult to measure the costs and benefits of gpprenticeship to the various parties, and thusto fine-tune the system of finance and incentives,
broadly viable patternsand gross misalignments can neverthelessbe identified. Thekey issuesare: thedivision of costs between the taxpayer and private
parties; withinthe latter category, between apprentices and employers; and within the employer category between the employer who sponsors apprentices

and the employer who recruits ex-apprentices.

Therole of public funding

Taking theseissuesin tum, thefirst point isthat amajor public contribution to the costs of apprenticeship iswarranted. The use of public fundsto subsicise most full-
time education is usually justified in terms of thewider social and economic benefits of amore educated society. To the extent that apprenticeship
contributesto national educational objectives - aswe arguethat it should and does - or improves national economic performance, public funding of apart of
apprenticeship costsisalso justified. These contributions aretypically recognised in continental gpprenticeship systems, including those of Germany and
itssmaller neighbours; by public funding of the ingtitutional costs of the part-time vocational education coursesthat are built into apprenticeship
programmes. In other words, coll ege-based courses are provided free of charge to employers for recognised apprenticeships. If the public benefits of
apprenticeship arejudged greater sill, then government should contribute to the costs of the work-based training aswell. Although such suppart isnot
provided by government in Germany, in France employers receive asubsidy of between £2,000 and £4,000 for atwo year pprenticeship.

Modern Apprenticeship establishesthe principle of government support

The UK hasinthe past suffered from inadequate public financial support for apprenticeship. Thetraditional view of apprenticeship asanother form of job training was
associated with the view that ‘industry should pay'. Inthe early 1980s employerswere required to pay tuition feesfor the part-time courses teken by their
apprentices a further education colleges. Until the 1990, public subsiclies to employers for sponsoring apprenticeship had been adopted only as short-
lived emergency responsesto the collapsein the upply of placesthat occurredinthe umps of 1974 and 1979, Theissue of public support has been
addressed only in this decade, with theintroduction of the Modern Apprenticeship scheme. From the evidence of the relatively Sow expansion of numbers
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onthe Modern Apprenticeship Since 1993 however, we are not convinced that current government funding of Modern Apprenticeshipissufficient to

sustainthe expansion that we call for in our policy recommendtions.

Both cost-sharing and incentives are important

The employer who Sponsors an apprentice can expect to gain from hisor her subsequent servicesasa skilled employee; the apprentice can expect to achieve higher pay
and employment security. Economic analysis - and common sense- suggest that both parties can therefore be expected to bear acommensurate share of the
costsand dtill participatein thetraining - and that the higher their expected benefits, the higher the costs that will bewillingly incurred by each party.
Conversely, the higher the costs, the greater must be the anticipated benefits. Problems arise when the anticipated henefitsto either party become small and
uncertain and when costs remain high and certain. A young person may not accent a place when more Skilled work offers few advantages over lesskilled

work. Similarly, the employer may not offer aplace when costs are disproportionately large relative to benefits.

Problems of incentives have hampered training in Britain

Both problems have hampered apprenticeship in Britain. During the 19705 pay levels of semi-skilled production workers approached and even outstripped those of
their more skilled ex-apprentice colleagues. Moreover, redundancies were widespread amongst skilled workers, and fears of job insecurity in sectorssuch as
manufacturing and congtruction were high. Under such circumstances many young people- particularly the more able oneswith better prospects elsawhere

- voidled apprenticeship.

Rising costs for employersin the post-war period

Themore fundamental problem however was the decreasing willingness of employersto provide places. Financid factorsplayed amajor part. The pay of apprentices
roughly doubled, relativeto that of other employees, during the period 1930-70, shifting training costs steadily towards employers. The Industrial Training
Boards simultaneously raised training standards, and with them totdl training costs, from the mid-1960s onwards. Employersthus bore arising share of a

rising total cogt, with adverseimplications for the supply of training places.

I ncentivesto offer apprenticeshipsdistorted
The result was adistorted system of finance and incentives. Employersdid not enjoy theincentiveto sponsor sufficient apprentices. Apprentices enjoyed good
incentives, or a least nolonger bore significant costs: by the mid-1970sthe pay and job security of apprentices had become markedly superior to those of

comparableyouth employees. Thedifficulty of obtaining an apprenticeship place became natorious.
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Aims and unintended consequences of the Youth Training Scheme (YTS)
A reform of apprenticeship which would redivideits costs more appropriately between the employer and the apprenticewasagod, but rarely an
achievement, of public training programmes during the 1980s. Certainly the Y outh Training Scheme (YTS) drastically cut trainees incomesrelativeto
those enjoyed by the (then) disappearing apprentice species. But the contribution that the employer was called upon to make was al o much lessthan had
been normally expected in traditional apprenticeship. Thiswas principally the result of the lower standards of training aimed for in YTSand YT.

The need to look again at apprentice pay levels

Training provided on Modern Apprenticeshipisto higher tandards and average apprentice wages are also higher thanon YT. Inmost sectors, it ppears
that employersdo not consider apprentice pay levels excessive. Apprentice pay varies considerably between firmswithin any one sector and also between
sectors, We do not have accessto comprehensive information on pprentice pay levels. However, the information we have been able to gather suggeststhat
many gpprenticesare paid, on average over their pprenticeship, aratewhichisaround half that of the fully-qualified employeein that sector. Thisshould
be compared with Germany where, aswe have noted above (Section 3), apprentices normally receive roughly onethird the wage of akilled worker inthe
relevant sector. We consider that employers have not sufficiently explored the scope for reducing training costs - and thereby offering more apprentice
places- which could be achieved by reducing the level of trainee pay. We see no reason why an adequate supply of young peaple should not come forward -
evenat lower pay rates- if thetraining offered is of genuinely high quality. Inour final recommendationswe return to the question of a separate contractual

statusfor apprenticeswhich allowsthe negotiation of rates of pay appropriate for high quality training programmes.

‘Poaching’ reducesincentivesto train

Thefinal aspect of gpprenticeship finance and incentives concernsthe division of costs and returns between employersthemselves. Asthe occupational
skillslearned in apprenticeship areintrinsically highly transferable between different employers, thereis awaysthe prospect that the fruits of an employer's
investment intraining may be appropriated by a competitor who recruits already killed workers, the legendary ‘poaching' problem. Whenthe cogt ishorne
by one agent and the benefit acquired by ancther, aclassicincentive problem prevails. Both employersthen subgtitute recruitment for training asa source of

ills, with aciverse effects on the supply of skills upon which both depend.
Threewaysto correct incentive failure

Theincentive failure can be corrected in variousways. A first approach in aderegulaed | abour market isto leave employers to defermine the content of their

apprenticeship programmes, Training can then be tailored to the specific requirements of the sponsoring employer, increasing itshold over itsex-
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apprentices. Sucha'solution’is however unattractive. Apprenticeship becomes just another form of job training, with itswider educationdl and

occupational potential Undeveloped.

The collective funding approach

A second approach involves collective funding. The pool of potential beneficiary employers contributes to acommon pot from which the expenses of those
who providetraining are reimbursed, inwhole or part, thereby rebalancing incentives from recruitment towardstraining. The statttory levy-grant systems
operated in Britain by the Industrial Training Boards of 1964-91, and currently functioning in countriesas diverse as France, Augtraliaand Hong Kong,
have helped to ustain apprenticeship a levels greater than can be expected from market forcesdone. However, Britain's experiencewith levy-grant has

been very mixed and thereis currently little or no upport from business for its reintroduction.

The collective organisational strategy

A third approach looks to collective organisation and peer pressure. Employer collectives - such asemployers' associations, trade associationsand
Chambers of Commerce- are given powersto influenceindividual employersto provide apprenticeships, even at some expenseto themselves. If Sch
policiesarenot tofall back onineffective exhortation, employers' groups must be ableto alter theincentives facing individual firms. In Germany,
membership of thelocal Chamber of Commerceis obligatory for employersover acertain size. Inaddition, employers are encouraged tojoin employers
associations, for example, by ‘extension rules, under which they are required to follow the terms of the collective agreements (.9. on trainee pay) negotiated
a sectordl level by those associations. Such practicesremain largely absent in Britain, where the exhortations of arange of bodies - employers

associations, National Training Organisations, Chambers of Commerce and Training and Enterprise Councils- to employersto sponsor training lack any

statutory force. We set out the case for measuresto srengthen employer and sector-based organisations as away to increase pprenticeship places offered.

Cost-sharing issues must be openly discussed and resolved

Aswe have stated above, the proportion of training costs borne by the public purse hasincreased markedly during the past decade. It seems unlikely tha,
given other congtraints, government will bewilling toincreasethelevel of subsidy provicled for apprenticeship. Wefind that thelevel of apprentice pay is
high refativeto pay levels of apprenticesin other countries, and we consider that there may he some scope for bringing thisto alower level. However, this
ill leaves employers bearing a considerable proportion of the costs of apprenticetraining. We therefore conclucle that the inadequate Supply of
apprenticeship places offered by British employersresultsalso from the failure to find away to share training costsand benefitsamong all employerswho
draw some advantage from training. We cannot seethat the current operation and mode of delivery of Modern Apprenticeship has addressed this problem.

Our proposalssfor ways of tackling theseissuesare put forward in our policy recommendations
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4.2 CONTENT OF APPRENTICESHIP PROGRAMMESAND ACCESSTO
APPRENTICESHIP

Training content and outcomes

If firms are to offer gpprenticeships and young people are to accept them, the training on offer must be specific and relevant enough to the sector in question
to ensure that the pprentice acquires skill s that will lead to jobs, good earnings and good prospectsin the sector concerned. Ensuring that apprenticeship
provides skillswhich add value and will be highly sought after by the sector and employersin the wider economy is of paramount importance for the
expansion of gpprenticeship. Thewillingness of young peopleto undertake apprenticeship training will be directly influenced by the observable labour
market outcomes of those currently in apprenticeship. If training isof sufficiently high quality to ensure thet apprentices are offered good slariesand

good career prospects on completion of apprenticeship, then the upply of new recruits to pprenticeship will increase asthis signal is picked up by young

people.

The balance between general and specific kills

Balancein apprenticeship training between firm-specific, sector-specific and general skillsof atrandferable kindisvital totheviability of apprenticeship.

Y oung peoplewho are choosing between full-time education and gpprenticeshipwill not be attracted to gpprenticeshipswhich do not offer an acceptable
mix of firm-and sector-specific skillsalong with general kills. Wearenot convinced that the structure of the programmes of training currently on offerin
Modern Apprenticeship hasthe right balance or aspiresto sufficiently high standardsin all these areas. A review of the current mix between sector-pecific

skillsand more general skillsand education s reguired in order to ensurethat the needs of young people and businessare equally me.

M eeting therising aspirations of young people
Modlern Apprenticeship has extended apprenticeship to the service sector of the economy and improved apprenticeship opportunities for young women.
Whiletheseinnovationsarevital and laudable, oneimportant dimension of socidl changeis till largely ignored inthe Modern Apprenticeship structure,

Thisisthe changing - and rising - educational aspirations of young people. General vocational qualifications (GNVQ) & Level 3 have proved popular with

young peoplewho view them principally asaroute to higher education. Wearguethat theimportant Level Jrocational qualifications have been shunned
by young people because these qualifications do not currently offer aroutethrough to higher education. We consider that thefailure to provide arange of
progression opportunities from Level 3 apprenticeship through to part-time and full-time higher education has discouraged many talented and ambitious
young people from entering apprenticeship.
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Theinclusion of technical knowledge would strengthen M odern Apprenticeship in England
Weargue that theinclusion of technical knowledge onthelinesof City & Gildsand what are commonly known asBTEC qualificationswould
girengthen Modern Apprenticeship. A technical knowledge component would al so make more feasible the building of a clear progresson route available
onapart-timebasis, asinthemodel of ONC/HNC progression. Theinclusion of technical knowledge would meke this possible Sinceit would serve asthe
basisfor higher study levels. Thefailureto offer direct progression from the apprenticeship through to higher education isa significant weskness of the
German gpprenticeship inits current form. However, more:and more young Germans are completing apprenticeships between theAbi tur (A-levels) and
auniversity degree. Inaddition, some sectorsin Germany are now offering or planning to offer higher education courseswhich follow on directly from

apprenticeship programmes.

Access to apprenticeship

Wefirmly believe that the character of apprenticeship asoutlined above, namely that itisacontract between employer and pprentice freely entered into,
should continue to be the cornerstone of the Modern Apprenticeship. Thismeansthat accessto gpprenticeship s decided by employers. If thosewho can
benefit from apprenticeship areto find employerswilling to offer places; it will be necessary for apprenticeshipsto be offered in awide variety of
occupations and sectors. For expansion of apprenticeship to take place many sectorswill need to offer alarger number of apprenticeship placesthanis
currently the case. We consider that government and employers should together makefirm commitmentsto ensure that all sectorstrainin sufficient

numbersto meet both current and future skill needs and thereby increase the range of opportunities available to young people.

Pre-apprenticeship for some?

Experiencein other countries showsthat, when theimportant issues outlined above have been satisfactorily resolved, the demand for apprentices can be
very great and offer opportunities to amost thewhole ability range. One of the advantages of awell-established system like the German systemisthat
expectations of the qualities needed for apprenticeship are regularly conveyed hack to schoolsand school tudents. Asaresult, schoolsand studentswork
to produicethe qualities sought by employers. Initially, however, it must be accepted that some of those wanting an apprenticeship will not find one
becase of inadequiate prior attainments. A period of pre-gpprenticeship training can enhance the chances of ayoung person of obtaining an apprenticeship
in the desired sector. Careful planning of apublicly-funded pre-apprenticeship programmein consultation with local employers could resultinmany more
young people being employed as pprentices. National Traineeships could be adapted to Serve aSimilar purposein some cases. But we cannot see how any
guarantee could begiven of an offer of gpprenticeshipif the qualitieswhich give apprenticeship its tatus and value on the labour market areto be
retained.
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4.3 MARKETING AND DELIVERY OF MODERN APPRENTICESHIP

Raising employers awareness of M odern Apprenticeship opportunities

Wehave already noted that Modern Apprenticeship startsare till low refative to the position a the beginning of the decade and to the stock target figures
set by government. One reason for thismay bethat some demand from employers for funding of Modern Apprenticeshipsis till unmet asaresult of
inacleguate delivery and a cap on government funciing of Modern Apprenticeship. However, it isalso widely recognised that information about Modern
Apprenticeshipsis distributed very unevenly among employers. In small and medium-sized firmsthe potential for pprenticeship placesis gredt, yet
evidence showsthat in many sectors these companiesare till not well-informed about apprenticeship. We consicler that additional resources are needed to

promote Modern Apprenticeship to all British companiesin all sectors so that every company understands the potential of Modern Apprenticeship.

Raising young peopl€e' s awar eness of M odern Apprenticeship

Initial research suggests that employers are well-satisfied with the young people who have been recruited onto Modern Apprenticeship. However, thereare
sill widespread complaints from employers that not enough young people with the desired qualities and academic achievements are coming forward into
Modern Apprenticeship. We have Suggested that refuctance to enter Modern Apprenticeship may result in part from thelimited opportunities of fered for
progression beyond Level 3. Wehave also suggested that the NV Q assessment model and the narrowness of the current programmes may deger young
peoplefrom entering. However, there are also widespread complaints from employersand those connected with Modern Apprenticeship that information
onMaodern Apprenticeship isnot being passed on to young peoplein schools and collegesthrough the normal channels - careers education in school, the
Careers Serviceand thelocal TEC. We consider that alead should be taken by NTOsworking together inthefirst instance o set targetsfor direct
marketing of Modlern Apprenticeship to all young peoplein their findl yearsa schoal or college.

Delivery of Modern Apprenticeship at Local Level

The skill needsof any one sector are not normally confined to any onelocality or region of Britain but distributed over the whole country. The delivery of
Modern A pprenticeship requires responsivenessto the kil needs of every sector wherever located throughouit Britain. But firmsand young peopledike
arerelatively static and the process of matching potential pprenticesto firms must be carried out a alocal level. A number of authoritative sources
suggest that this challengeis not being successfully met by the present method of delivery by TECs. Inanumber of TECS, Sector sub-groupsare already in
place. However, itisdifficult to see how all NTOs (55in placein May 1998) could be represented on sector sub-groupsinal of the 71 TECsin England

and Waleswithout agreat waste of resources. Thought needs to be given to improvements which ensurethat dl employersinall sectorswishing totake on
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an oprentice are ableto access funds and expertisewhich will allow them to locate suitable canclidates for apprenticeship intheir area. We seeNTOs as
gaining amoreimportant roleinthe delivery of apprenticeship places but would want to see TECs retain arole aslocal advocatesfor apprenticeship and co-
orainators of the actions of thedifferent sectorsat local level.
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