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Levy funding & mechanism

Greg Dean 

Head of Large Employer Engagement Strategy

National Apprenticeship Service



Apprenticeship Funding Reforms

An Overview



Introduction

Why the reforms are necessary



Reversing the Trend

Apprenticeships Bring Benefits

• Apprentices stay loyal

• Apprentices remain employed

• Apprentices gain relevant skills 

• Benefits to employer’s  products & services

• Benefits to the wider economy

• Benefits to the tax payer 



Reversing the Trend

Strengthening Apprenticeships

• Standards to replace frameworks by 2020

• Secondary Class 1 NICs abolished for apprentices under the age of 25 
since April 2016

• Apprenticeships given the same legal protection as degrees

• Fill the skills gap

• Improve the quality of Apprenticeship training 

• Grow the number of Apprenticeship opportunities 

• Apprenticeship target 2.3% of public sector workforce



Reversing the Trend

Strengthening Apprenticeships

Reforms 
funded by 

the 
Apprentice
ship Levy

1.3% of 
Employers will 

fund the reforms

Digital 
Apprenticeship 

Service facilitates 
the reforms 

Employers have 
more control



Apprenticeship Funding Reforms



Definition

Apprenticeship
Rules:

 The apprentice must be employed in a real job; they may be an existing employee or a new hire

 The apprentice must work towards achieving an approved apprenticeship standard or apprenticeship framework

 Apprenticeship training must last at least 12 months

 The apprentice must spend at least 20% of their time on off-the-job training

Employing an apprentice is very simple. The National Apprenticeship Service can provide all the information you need to know in 
order to employ an apprentice

https://www.gov.uk/government/collections/apprenticeship-standards
http://www.afo.sscalliance.org/frameworkslibrary/
https://www.gov.uk/take-on-an-apprentice


Key Features: Apprenticeship Levy

Effective 6th April 2017

Set at a rate of 0.5% of pay bill

Applicable to pay bills over £3 million

Only 1.3% of employers will pay the levy

Applicable to all UK employers in all sectors

Employers receive a £15,000 allowance to offset against their levy 
payment



Calculating the Levy

Wages Bonuses Commissions
Pension 

Contributions

• Paid to HMRC via PAYE • Employers with multiple 
PAYEs receive a single

allowance

• Connected employers 
share a single allowance

Pay Bill  

Total amount of employee earnings that are subject to 
Class 1 National Insurance contributions

Employees earnings include. .

Note: The levy is not applicable to other employee payments such as; benefits in kind



Co-investment

Two types of employers who can benefit 
from co-investment



Reporting & Paying the Levy

Employe
rs must 
report 
their levy 
liability 
to HMRC 
if:

• They believe their annual pay bill will be over £3 million in the tax year 
2017/18; or

• The levy allowance has been shared across a group of companies or charities 
and the share of their allowance is such that they know they will have a levy 
liability

• They must report their levy due each month

• They need to report into HMRC within 14 days after the end of each tax 
month and once they start reporting this they must continue to do so until 
the end of the tax year

• Employers must pay the levy each month at the same time as they pay tax 
and any earnings-related contributions

• This must be paid within 17 days after the end of the tax month if they pay 
by an approved method of electronic communication

Employers must 
report their levy 

liability to 

HMRC if . .

If employers are 
liable to report & 

pay the 
Apprenticeship 

levy . .

Paying 

the 

levy . .



Apprenticeship Levy Allowance
Employers must 
report their levy 

liability to 

HMRC if . .

If employers are 
liable to report & 

pay the 
Apprenticeship 

levy . .

Paying 

the 

levy . .

Connected Employers

• An employer that is connected to other employers by virtue of connected companies 

or charities rules, they only have one £15,000 allowance for all employers within the 

group

• Employers can decide how to share the annual allowance between them



Taking a Closer Look



English Fraction

If 100% of pay 
bill is paid to 
employees 

living in 
England

100% of levy 
payment in 

digital account

If 80% of pay 
bill is paid to 
employees 

living in 
England 

80% of levy 
payment in 

digital account



Buying Apprenticeship training
From May 2017

Levied Employers 

• Can commit to apprenticeship starts 
from May 2017

• Funds will automatically leave DAS 
monthly

• Costs are spread over the lifetime of 
the apprenticeship

• 20% of the total costs are withheld 
until the apprenticeship is 
completed

Non-Levied Employers

• Will continue to make payments 
direct to providers

• Move onto the digital system at a 
later date

Note: Apprenticeships that started before 1st May 2017 will be 

funded through to completion according to the existing rules



Buying Apprenticeship training
Digital funds and government funding 

Can be used for. .

• Apprenticeship training & 
assessment 

• Against an approved 
framework / standard 

• An approved training provider 
& assessment organisation 

• Up to the funding band 
maximum for that 
apprenticeship

Cannot be used for. . 

• Wages

• Travel and subsistence costs

• Managerial costs

• Traineeships

• Work placement programmes 

• The costs of setting up an 
apprenticeship programme



Recent Changes

• Digital funds in an employer’s account will expire 

after 24 months



Additional Support

16-18 Year Olds

• £1,000 each to employers & training providers

Disadvantaged Young People

• £1,000 each to employers & training providers if they train 19-24 year olds 
leaving care or who have a Local Authority Education & Healthcare plan

Small Employers

• <50 employees receive 100% of the training & assessment costs covered when 
training a 16-18 year old (or 19-24 year old formerly in care or has a Local 

Authority Education, Health and Care plan)
Additional Learning Support

• Training providers receive up to £150 a month to support these learners, plus 
additional costs based on evidenced need 

English & Maths

• To meet minimum standards of English and maths training providers receive £471 for 
each of these qualifications (Level 1 and 2)



Other Information

Cross-border 
funding

Applying a single test for funding through the English system: based on 
whether the apprentice’s main place of employment is in England  

‘Workplace’ is where the apprentice is expected to spend the majority 
of their time during their apprenticeship

Prior 
Qualifications

Now and in the future, an individual can be trained to undertake an 
apprenticeship at a higher level than a qualification they already hold

From May 2017, individuals can be funded to undertake apprenticeships 
at the same or lower level in order to acquire substantive new skills

Transferring 
Funding

During 2018 employers will have the means to transfer up to 10% of 
their levy funds to another employer with a digital account, or to an ATA

New employer steering group to design this system so that it meets 
their needs



Funding Bands

• 15 Funding Bands

• Each Apprenticeship is allocated a funding band

• Funding bands have an upper limit

• Upper limits cap digital funds levy employers spend on an individual 
apprenticeship

• Funding bands have no lower limits

• Employers can pay for Apprenticeships that exceed the upper limits
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Frameworks to Standards

Employer Designed

• Apprenticeship standards 
are employer-designed and 
offer employers & 
apprentices a stronger and 
relevant training 
experience

Higher Funding Bands

• Apprenticeship standards 
will be allocated to higher 
funding bands, relative to 
equivalent frameworks, 
where appropriate



Frameworks to Standards

Employer 
negotiated 
apprenticeshi
p training 
price with 
provider

Evidence from 
Trailblazer 
employers on 
the estimated 
costs eligible 
apprenticeship 
training

The level and 
nature of the 
training, and 
consistency 
across similar 
types of 
apprenticeship 
standard

The funding 
bands set for 
equivalent 
frameworks

Lower cost standards will be allocated to the nearest funding band

Standards that are currently assigned to the widest and highest cost funding 
band will be allocated to a new band within this range

Taking into account:



Institute for Apprenticeships

 Independent employer-led body that regulates the quality of 

apprenticeships, April 2017

 Independent Chair leading a small Board of employers, 

business leaders and their representatives

 Anthony Jenkins appointed as Shadow Chair and Peter 

Lauener as Shadow Chief Executive (2016)



Institute for Apprenticeships

Responsibilities will be:

• Setting quality criteria for the development of Standards and assessment plans

• Reviewing the plans

• Approving or rejecting them

• Quality assuring some End Point Assessments

• Advice on the maximum level of funding available for Standards



Accessing the levy: the Digital 
Apprenticeship Service



140370• Benefit all employers

• Simple to navigate and understand

• Fast online tools

• Clear and transparent
information

• Empowering employers to
make autonomous decisions

Service benefits





Wider reforms - DAS

32



33



Apprenticeship Reform Ready by April 2017 – Assessment Process
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Activated DAS Account*

LV Engaged * Using Calculator

* Indicates flag on CRM

From April 2017Recording guidance for staff engaging with customers…………….

LV Disengaged*
I am aware of Levy and I 

will pay monies to 
HMRC but I will not be 

pursuing an 
Apprenticeship 

programme at this time.

LV Aware*

1) I know what an 
apprenticeship is.

2) I know what the levy is.

3) I know if I will be a levy 
payer.

4) I know what DAS is.

LV Understand*

5) I know how many apprentices my 
Levy Account could fund.

Amount in CRM

6) I know how much levy we will pay.

Value in CRM

7) I know who internally needs to be 
involved.

Contacts in CRM

8) I know who will manage this, and it 
is sponsored by senior staff.

Update primary contact in CRM if 
required

9) I know additional costs that might 
be associated with having a Levy 

Account. 

LV Planning*

10) I, and senior staff,  know how the 
Levy can help achieve our business goals.

11) I know what roles can be funded 
with the Levy.

Use DAS find apprenticeship training

12) I know how I can offset training & 
development costs using the Levy and 

what savings I can make.

13) I know what success will look like and 
how I will measure it.

Capture in CRM for return on investment 
case studies

14) I know when I will start my first 
Apprentice using my Levy

Start date in CRM

LV Active*

15) I have selected my  provider(s).

Use DAS find training providers

16) I know who will manage our 
assessment.

17) I have negotiated delivery prices 
with my providers.

Use DAS contracts

18) I know how I will advertise 
vacancies.

Use DAS Recruit an apprenticeship

19) I know how I will quality assure 
progress/delivery.

20) I know how I will pay providers using 
my Levy Account.

Use DAS Access my levy



New apprenticeships for the pub sector

Annette Allmark

Director of strategic policy



People 1st delivers consultancy that enables its clients to retain staff, 
increase productivity and create and implement effective people 
strategies

People 1st is an impartial, trusted and effective

strategic partner with expertise built over 50 years

Our unique industry position – working across 

employers, trade associations, providers and government -

gives us extensive reach and insight

Our expertise focuses on 

three key areas:

1. Performance and talent management

2. Customer excellence

3. Apprenticeship management

Our company and what we do



Apprenticeships  - why change?



What’s driving change?



What the reform is about

Putting employers in the driving 
seat to shape apprenticeships

Replacing current 
apprenticeship frameworks with 
short employer-designed 
apprenticeship standards 

Improve quality through 
rigorous assessment at the end 
of apprenticeships

Giving employers the 
purchasing power instead of 
funding being routed via training 
providers

Government 
Reform



Four principles of apprenticeships

• An apprenticeship is a job, in a skilled occupation 

• An apprenticeship requires substantial and sustained training, lasting a 

minimum of 12 months and must include off-the-job training 

• An apprenticeship leads to full competency in an occupation, demonstrated 

by the achievement of an apprenticeship standard that is defined by 

employers 

• An apprenticeship develops transferable skills, including English and maths, 

to progress careers 



Key players driving change

DEPARTMENT FOR 

EDUCATION

Delivery of 3 million 

quality apprenticeship by 

2020

Put employers in the 

driving seat to design 

apprenticeships and pay 

for them via an 

apprenticeship levy if 

their paybill is more than 

£3 million

SKILLS FUNDING 

AGENCY

Register of apprenticeship 

training providers (RoATP)

Register of apprenticeship 

assessment organisations 

(RoAAO)

Digital Apprenticeship 

Service (DAS)

National Apprenticeship 

Service (NAS)

Records apprenticeship 

starts

INSTITUTE FOR 

APPRENTICESHIPS (AND 

TECHNICAL EDUCATION)

Set criteria for the development 

of apprenticeship standards and 

reviews, approves or rejects 

them

Advise on the maximum level of 

government funding

Ensure arrangements are in 

place to external quality assure 

all end point assessment



What’s different about the new apprenticeships?

Existing apprenticeship frameworks

• Includes a combination of qualifications 
and mandatory components 

o Competence qualification

o Knowledge qualification

o Personal Learning and Thinking Skills

o Employment Rights and Responsibilities

• Achievement is based on meeting the 
assessment requirements of each 
component (qualification)

New apprenticeship standards

• Employers sets ‘one’ professional 

standard that all apprentices must meet

• Employers choose the best method to 

train their apprentices 

• Apprentices must pass an ‘end 

assessment’ which checks their 

competence 

• Apprentices are graded e.g. pass or 

distinction  

Attainment in English and maths is required for both



New apprenticeship standards ensure ‘full’ 

competence in an occupation

Genuine need for 

training of at least 12 

months in a new job 

role

NO mandatory 

qualifications

Method of training 

is flexible

English and maths

Employer is 

confident that the 

apprentice is 

competent

Independent end 

assessment 

Graded: 

pass or 

distinction 



New sector apprenticeships



7 new apprenticeship standards developed by the 
hospitality trailblazer, facilitated by People 1st

Development of a 

new level 2 

production chef 

standard proposed to 

DfE



What does an hospitality apprenticeship 

standard look like?



Hospitality team member

Industry knowledge

Customer Business People
Introduction to 

team leading

Specialisms

Food and beverage service

Alcoholic beverage service (specialising, wine, beer or cocktails)

Licensed retail

Barista

Food production

Conference and events operations

Reservations

Reception

Housekeeping

Concierge



What’s involved

• Initial assessment

• Training and ‘on-programme’ assessment

• Independent ‘end-point assessment’

• English and maths 



Initial assessment

• Ensures that the employer and apprentice are appropriate to 
start the apprenticeship journey together

• A learning and development programme is designed for the 
apprentice which is recorded on a ‘commitment statement’

• ‘Starts’ the apprentice with the Skills Funding Agency



Flexible training and development 

• Decide how to train the apprentice – go it alone, get a provider or do a combination of both

• Provider must be on the new Register of Apprenticeship Training Providers (RoATP)

• 20% off job training can include for example:

o Training and development programmes

o Day release type system

o Workshops on specific elements of the standard

o Supplier visits – e.g. specialist function such as butchery

o Online training modules (but cannot exclusively be distance learning)

• NO prescribed route and NO mandatory qualification

• Can include a qualification

Start Apprenticeship standard Competent



On programme assessment

• Method is not prescribed but it must be done

• Must be a detailed and reliable method of assessing the 

apprentice’s developing competence against the 

standard…ensuring they are on track 

• Must lead to the employer and on programme assessor confirming 

that the apprentice has demonstrated competence consistently 

across the ENTIRE standard

• Confirms the apprentice is ready for independent end assessment



Independent end assessment

• Must be conducted by a Register of Apprenticeship Assessment 

Organisation (RoAAO)

• The assess must have had NO part in the learning, development, 

on programme assessment or line management of the apprentice

• It is NOT a re-assessment of the whole standard but a 

combination of complementary assessment methods that takes 

into account the overall performance of an apprentice in their role

• Flexible enough to work across the sector to meet one standard



Commis chef 
Activities can be completed in any order, but the professional discussion must be last

• 90 minutes

• Multiple choice 
questions

On demand 
test

• 2 hours

• Preparing pre-set 
dishes following one 
given and one 
researched recipe in 
a controlled 
environment

Culinary 
observation

• 3 hours

• Real kitchen 
environment during 
prep and service

Practical 
observation

• Structured 
discussion

• Apprentice, 
employer and 
assessor

• Brings the 
assessment phase 
to a close

Professional 
discussion & 
log of dishes

Commis chef assessment plan

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/538469/Commis_Chef_Apprenticeship_Assessment_plan.pdf


Hospitality team member
Activities can be completed in any order, as long as the professional discussion is last

• 90 minutes

• Multiple choice 
questions

• Core and 
specialist function

On 
demand 

test

• 2 hours

• Real working 
environment

Practical 
observation • Proposal and research 

project with 
recommendations for 
implementation

• Must show a potential 
business improvement

• Presented to assessor with 
Q&A

Business 
challenge

• 30 minute structured 
discussion

• Apprentice, Employer 
and Assessor

• Brings the 
assessment phase to 
a close

Professional 
discussion

Hospitality team member assessment 

plan

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/524908/Hospitality_team_member_assessment_plan.pdf


Hospitality supervisor
Activities can be completed in any order, as long as the professional discussion is last

• 90 minutes

• Multiple choice 
questions

• Core and specialist 
function

On demand 
test

• 4 hours

• Real working 
environment

Practical 
observation

• Proposal and 
research project 
with 
recommendations 
for implementation

• Must show a 
potential business 
improvement

• Presented to 
assessor with Q&A

Business 
challenge

• 1.5 hour structured 
discussion

• Apprentice, 
Employer and 
Assessor

• Brings the 
assessment phase 
to a close

Professional 
discussion



Progressive suite of end 
assessments

Hospitality 
Team 
Member

Hospitality 
Supervisor

Hospitality 
Manager



English and maths

• For apprenticeships at level 2:

If an apprentice has not already achieved level 2 English and maths 

they must:

o Take the tests for level 2 English and maths

o Achieve level 1 English and maths

• For apprenticeships at level 3 and above:

If an apprentice has not already achieved level 2 English and maths 

they must:

o Achieve level 2 English and maths

• Must be completed prior to independent end assessment



The basic principle is simple!

Flexible

Training

Training 

provider 

or employer 

provider 

Independent 

Assessment

Assessment organisation

Apprenticeship 

Standard



Why apprenticeships?

Benefits



How we can help?





Consultancy

Helping businesses maximise their return 
on investment from the levy and 
apprenticeships

Employer Network

Enabling businesses to access 
information and intelligence 

Provider 
Apprenticeship Network

Giving businesses confidence in  
procurement

External Quality Assurance

Ensuring businesses have confidence in 
quality 

Employers

Added value



Consultancy

Apprenticeship 
strategy

Development 
of job roles

Mapping of 
current 

learning and 
development

Designing the 
learning and 
development 

journey

Developing 
the delivery

Establishing 
resource 

requirements

Developing 
the tender 
process



Apprenticeship network

• Opportunity to share and exchange ideas with other employers largely 
from the visitor economy sector

• Highlight common barriers and questions and agree collective action

• Quarterly network events

• Hear from government representatives and other key influencers

• Surgeries for specific advice and guidance 

• Summaries and updates on apprenticeship developments and funding 
policy

• Free webinars and discounted seminars/workshops



Provider network

• Working with employers to select a training provider which is 
critical to effective apprenticeship delivery:

o People 1st’s many years experience working with providers enables us to 
identify those that meet business needs

• Working with providers to ensure market readiness for the 
new apprenticeship system:

o Introducing a new service level agreement with providers that are 
recommended by People 1st to employers and are promoted with the 
provider network



Hospitality Apprenticeship Board 
oversee External Quality Assurance

• Amaris Hospitality 

• Azzurri Group

• Compass

• Fuller, Smith and Turner

• Georgian House Hotel

• Greene King

• Hilton Worldwide

• Lancaster London

• McDonald’s

• Mitchell and Butlers

• Parkdean Resorts

• Royal Academy Culinary Arts

• University of Brighton

• Whitbread

• Young’s

Driving apprenticeship quality…



For further guidance on 
apprenticeships and the levy

www.people1st.co.uk
info@people1st.co.uk 



Attracting talent



RECRUITING AND RETAINING FUTURE TALENT 
IN YOUR PUB BUSINESS 

Lunch and networking



Access to labour
Where’s tomorrow’s workforce today?

Martin-Christian Kent, People 1st



Employment in pubs and restaurants has increased by 12% 
between 2011 and 2015

1.1m people work in pubs and restaurants



Insatiable appetite for labour 
continues

1.1m workers predicted to be needed across pubs and 
restaurants by 2024

71% to replace existing staff



Large scale 
recruitment

Large scale 
training and 
development 

Historic People 
Management 
Approach in 
Hospitality

Large scale 
labour turnover



Three key factors disrupting traditional HR 
approaches

Rising costs Recruitment 
difficulties

Changing 
employee 

expectations



Rising costs

Hourly Pay in pubs and restaurants

2015

£6.82

2011

£6.16

Median pay 
across the 

whole economy

£11.81



Rising costs

Management pay

2015

£10.48

2011

£10.35

Median pay 
across the 

whole economy

£19.44



Changing employee expectations

73% of HR professionals see changing values of 
employees as one of the most significant disrupters to 
their business

Millennials 

Tighter labour market



Labour pool getting smaller

Unemployment continues to 
fall

2011

8.1% 2017

4.8%



16-25’s

700,000 
fewer

Over 
50’s 

3.7m 
more

Demographic changes mean by 
2022



Brexit uncertainty

29% of the workforce made up of non-UK nationals

40% from other EU countries

46% increase between 2011 and 2015

https://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwi84Nu3hr_RAhVCCsAKHT5YD_kQjRwIBw&url=https://getthebrexitfacts.wordpress.com/2016/03/19/the-eu-belongs-to-the-uk/&bvm=bv.144224172,d.ZGg&psig=AFQjCNGVsdUSciT9KFIGoSVtqMW_habCuw&ust=1484394447441161


Brexit uncertainty

Difficulty to plan given uncertainty

• Implications on existing EU workforce

• Additional roles and responsibilities of employers

• Restrictions of labour?

• Restrictions based on skill

• Employed linked with trade deals?

https://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=0ahUKEwi84Nu3hr_RAhVCCsAKHT5YD_kQjRwIBw&url=https://getthebrexitfacts.wordpress.com/2016/03/19/the-eu-belongs-to-the-uk/&bvm=bv.144224172,d.ZGg&psig=AFQjCNGVsdUSciT9KFIGoSVtqMW_habCuw&ust=1484394447441161


Why are we recruiting migrant labour?

Across all English regions outside of London, as 
unemployment has fallen the number of  EU workers has 

increased



Given these challenges
What are businesses thinking?

In 2016, People 1st interviewed 40 large hospitality and 
tourism businesses to understand

• Their ‘people’ and HR priorities

• Their approach to recruitment, retention and training

• How the National Living Wage, the Apprenticeship 
Levy and Brexit were changing their approach 

Ultimately, how are businesses thinking and rethinking 

about the productivity and performance of their staff





People strategy

ANALYSE BUSINESS 

NEEDS

1. Focusing the 

Strategy

2. Emphasising 

performance and 

productivity

3. Understanding 

skill needs of 

existing workforce

5. Delivering effective 

training and 

development 

6. Recruiting the best 

talent

4. Delivering high levels of 

employee engagement

Key 
Components



Recruiting the best talent

Distinguishing factors

• Greater focus on brand identity and visibility

• Investment in central portals, centralisation and 
screening

• Greater focus on profiling and not just for 
immediate job, but for next levels and retention

• Diversifying recruitment pool to aid retention



Employee engagement

Distinguishing factors

• Degree to which business responds to individual 
needs

• Emphasis on transparent career progression

• Links between development and progression

• Links between development success and 
remuneration

• Methods of employee engagement and 
demonstrative responsiveness 

• Role of hours and conditions

• How current benefits are used and promoted 



Chef shortage

• A quarter of hospitality businesses report vacancies, of which 
22% were for chefs

• Chefs account for 45% of skill shortages

• There were 131,576 job vacancies advertised for chefs 
between  January and November 2016

• It’s a global problem!



Chef shortage

1971

o 54,000 chefs, cooks and 
butchers

2016

o 235,220 chefs and cooks 

o 325,483 working across 
the economy

Growth

o Biggest growth in 
mainstream 
restaurants



Chef shortage

Retention

Three trends

1. Chefs not staying as long

2. Motivation of chef turnover changing: money rather than 
experience

3. More chefs leaving the profession owing to pressure of work



Chef shortage

Retention

14,000 ‘vanishing’ chef students ….

1. Leaving within the first 6 months owing to hours and 
pressure

2. Reality versus perception of being a chef

3. Being on the wrong course





Securing sector staff 
Panel session



Low Pay Commission and
the National Living Wage

David Massey – Head of Policy



What I’ll cover

95

• Background to the Low Pay Commission (LPC)

• The LPC’s remit and decision making, including for the 
NLW

• Initial impacts of the £7.20 introductory rate and rationale 
for 2017 recommendations

• Future up to 2020



Low Pay Commission
• An advisory Non Departmental Public Body, set up in 1997 

to define the National Minimum Wage and recommend its 
introductory level (first report 1998; NMW introduced 1 April 
1999).

• Independent of Government
• Social partnership based

– 9 Commissioners 
– Balance - 3 independents, 3 with employer experience 

and 3 with union experience
– Appointed as individuals (NOT MANDATED) through 

formal public process 
– All Commissioners have equal vote 
– To date, always unanimously agreed recommendations

• Small secretariat (Analysis, Policy and Admin)
• Responds to a remit each year, with advice laid in Parliament. 

Government can accept or reject recommendations.
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(likely) Remit for 2017

• Monitor impacts of the NLW and other rates

• Recommend 2018 rate of the NLW and give an indicative rate for 2019

• Recommend 2018 levels for the 21-24 Year Old Rate, 18-20 Year Old Rate, 16-17 Year 
Old Rate, Apprentice Rate and Accommodation Offset

• Other policy request?
-Engage with Taylor Review on the gig economy?
-Non-compliance?

Plus: other things we want to do proactively
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Basis for recommendations on rates for 
under-25s  and apprentices

…without damaging 

their employment 

prospects

To help as many low 

paid workers as 

possible…

• Following the traditional basis 
of the NMW: to raise pay and 
prevent exploitation.  

• Level based on affordability, not 
need.

• Goal of zero harm to 
employment

• (Now covers about 1 in 5 
minimum wage workers)
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1. Target: ‘ambition of 60 per cent of 
average earnings and an objective of 
£9’. LPC role is to plot the path. (NB 
Though not well understood publicly,  
official advice to date has been that 
the ‘real’ LPC target is 60 per cent; 
the cash target is illustrative)

2. Some job loss tolerance: 
The OBR forecast a 
20,000-110,000 increase in 
unemployment by 2020 
(vs 1.1m employment gains 2015-
2021)

3. Stricter test for increase not to 
happen: ‘subject to sustained 
economic growth’

Different basis for the NLW: a target (relative?) and more 
tolerance for employment loss

…subject to sustained 

economic growth

To recommend the pace 
of increase to reach 60 

per cent of median 
earnings by 2020…

(subject to 
sustained 
economic 
growth)
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LPC set out its approach to the NLW in its Spring 2016 Report

We proposed:

 calculating the rate 
putting NLW ‘on course’ 
for 60 per cent using the 
latest forecasts and 
assessing affordability;

 a straight line bite path 
was most likely;

 the projected on-course 
rate was £7.64 for April 
2017 and £9.16 for 2020

Three flexibilities in the NLW

2020 goal
A moving target, its value should 
adjust in line with pay. 

The 
profile

Can front-load or back-load the 
path. 

The brake
Increases are subject to 
‘sustained economic growth’. 



Inherent difficulty of early NLW recommendations compounded by the 
vote to leave the EU
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• Limited evidence post-introduction of 
the NLW - one quarter of labour market 
data; no econometric research; little on 
relativities.

• Much more uncertainty -re growth, 
employment, pay and productivity 
following vote to leave the EU.  Little 
hard evidence. Much more volatility.

• New cycle - no recent OBR forecasts at 
time of decision

http://www.bing.com/images/search?q=national+living+wage&view=detailv2&&id=1634C22545945A55C78AC96921DEBE2E803C9576&selectedIndex=7&ccid=E/c0gSop&simid=608007730705140740&thid=OIP.M13f734812a2966b30728073932f15ff1o0
http://www.bing.com/images/search?q=vote+to+leave+the+eu&view=detailv2&&id=FB0601F39460D015FC1F63DFEFC732867EFC5A5F&selectedIndex=3&ccid=KtRqrFLP&simid=608043434775023116&thid=OIP.M2ad46aac52cff3a3c4f06c716895f1aco0


Pay rose for the bottom quartile of all 25+ workers



Pay rose more than needed to remain compliant



Case for (additional) caution
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Back-load or delay

• On course rate is a relatively large relative increase in pay – 4.2% vs 2-3% for other 
workers. Second biggest increase since 2006.

• At a time of high uncertainty and volatility.
• Large downward growth revision: GDP 1-1.5 per cent in 2017
• Unemployment forecast to increase in 2017
• £7.20 rate has been challenging for some sectors: competitiveness and employment 

effects in convenience, horticulture, social care, childcare?
• NLW has more progress than expected to 60 per cent goal. 
• Has pay adjusted down enough? Forecasts have persistently been too optimistic and if 

this were the case again, the on course rate could accidentally frontload the NLW path
• Delay would give more time to see what happens to the economy
• And help manage pressures in April 2017 arising from pensions auto-enrolment (now 

covering small businesses) and the Apprenticeship Levy (affecting larger businesses). 



Case for staying on course
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At least the on-course rate              

• New remit has changed burden of proof
• Economic growth remains positive
• Labour market performance is strong. Higher unemployment comes against backdrop of 

record employment and low unemployment.
• No general evidence of negative employment effects from the introductory rate of the 

NLW: exposed groups performing strongly.
• Inflation set to rise, so protection needed against real pay cuts
• The on course rate has adjusted down 14p since March and by the same proportion as 

growth – a third lower than expected in July 2015.
• The adjusted pay forecasts look more aligned with other pay data than in the past, so 

unlikely to accidentally frontload the path. 
• Lower increases now would mean sharper increases towards 2020.
• In any event, the forecasts may be too pessimistic. Hard data since June has surprised on 

the upside.
• Can be more cautious in future decisions should problems emerge



On balance, Commissioners recommended 
staying on course 
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• Overall: recommend 30 pence increase to £7.50 per hour 
– the on-course rate.

• 2018: HMT Panel/ Bank of England forecasts imply a NLW 
within a range of £7.80 to £7.91. 

• A material worsening in economic performance and 
prospects would lead us next year to consider 
recommending that the NLW should not increase relative 
to median earning, moving below a straight line path to 60 
per cent, to safeguard employment.

• Highlighted pressures on sectors: social care, horticulture, 
childcare and small retail

• 60 per cent of median earnings in 2020 will equate in cash 
terms to an NLW of £8.61, within a range of £8.50 to 
£8.73. 

• Compares with 2017 pay forecasts 
around 2-2.5%. 

• About 10 pence lower than in 
March.

• Increase pay for typical minimum 
wage workers (26 hours) by £300 
to £600 (f/t)

• Raises coverage by up to 390,000, 
from 1.6 million jobs (6.7%) in April 
2016 to up to 2.0 million (8.3%) in 
April 2017. 



Rates for 2017

Rates 
April 
2017

April 2018

NLW (25+) £7.50
(£7.80-
£7.91*)

21-24 Year Old Rate £7.05 ?

18-20 Year Old Rate £5.60 ?

16-17 Year Old Rate £4.05 ?

Apprentice Rate £3.40 ?

Accommodation Offset £6.40 ?

*(Indicative range given in last report)
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The number of workers covered by increased significantly and will 
continue to rise
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Target NLW has adjusted over time
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2020 figure has 
adjusted from £9.35 
when policy first 
announced… to £8.61 
in our Autumn 2016 
Report

2016 figure has 
adjusted from £7.68… 
to £7.50

Implies 4.2% increase 
in 2017 to £7.50
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• Work on non-compliance

• UK-Wide visits to Margate, Leeds, Glasgow, Newport, 
Belfast/Derry, Melton/East Northamptonshire – February to 
August

• Stakeholder consultation – April to July

• Oral evidence – July 

• Recommendations to Government - October

Next steps for the LPC



THANK YOU


