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Introduction and Recommendations: 
In February 2018 the Department for Education’s (DfE) announced it was reviewing the existing 15 
funding band structure for apprenticeships, defining a timetable of publishing proposed changes in 
the Spring, with planned implementation from the start of the new academic year in August 2018. 
The incumbent system under the spotlight was only implemented in May last year as a key part of 
the apprenticeship reforms, with the twofold aim of not only supposedly simplifying the cost of each 
apprenticeship, but also putting the employer in the driving seat to enable them to negotiate a 
pricing level within the individually allocated funding band. 
 
The timing of instigating such a change to a key lever of the reforms programme is surprising to say 
the least.  The new apprenticeship system is still only nine months into a programme of reforms 
which the sector has been repeatedly told by both the ESFA and DfE will “take up to 24 months” to 
embed and fully transition to. On that basis already looking to manage and manipulate the 
behaviours of employers based on reasonably early indicators is in our view far too soon in the 
process to be planning to make such a significant change. Furthermore, we would also highlight the 
following key areas which need to be considered as part of such a review process: 
 

1. Funding correlates to quality: Driving down the apprenticeship price ultimately will drive 
down apprenticeship quality, the two are intrinsically linked. You can’t have a quality 
product without it being funded appropriately. Now is not the time to move standards 
around under the guise of a review and an adjustment to the system. 

 
2. Employers want quality provision: The early market behaviours on limited price negotiation 

are not that employers are unable or unaware of being able to negotiate on price, but 
employers are actually unwilling to negotiate on price. Stating that employers are ‘not 
comfortable’ on negotiating a lower price as a key rationale for reviewing the system is 
simply insulting to employers using the system. Feedback from our members is that 
employers do negotiate, but not on price, but on programme content, design, delivery, and 
model. The fact that employers are now much more engaged in the underpinning 
programme foundations should be embraced as the reforms are centred on the notion of 
putting employers “in the driving seat.” There is a clear message here that employers want a 
quality product and therefore are happy with the prices currently being agreed and do not 
wish to negotiate a cheaper and inferior apprenticeship product for their own employees. 

 
3. A fixed pricing approach: Prior to the reforms AELP stated that the Department for 

Education’s plans to move from the incumbent, recognised and understood fixed pricing 
system to a model of employer negotiation was inappropriate and would not drive the 
behaviours that it was planned too. AELP again re-emphasises our prior calls for a move back 
to a system of fixed pricing as opposed to negotiated pricing. Fixed pricing would also help 
the DfE more effectively plan and model for future consumption and spend. 

 
4. Existing formulaic approach: As part of the development and approval of every new 

apprenticeship standard by the Institute for Apprenticeships (IfA), we already have a 
formulaic process for identifying and calculating individual pricing at an individual standard 
level. Shuffling standards between bands would simply undermine this whole process. 

 
5. Ensuring affordability: Quality must be maintained at all costs – the government’s own 

manifesto target is 3m quality apprenticeship starts by 2020. Ultimately affordability should 
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be achieved by leveraging other commercial levers the government has at its disposal to 
ensure there is adequate funding in the system to meet the needs of all sized employers. 
 

6. Fair funding for off-the-job training: One area which requires urgent review is the clear lack 
of correlation by which funding bands for some standards are calculated in regards to the 
fact that in the current system, all standards require a minimum of 20% off-the-job training. 
Delivering 20% off-the-job creates a significant cost of delivery regardless of the level or 
vocational subject of the apprenticeship. A number of already approved standards which 
have been allocated within the lower funding bands do not sufficiently take into account the 
cost of appropriately covering the cost of delivering at least 20% off-the-job training and 
therefore need to be reviewed to take this into account.  

 
 

Protecting Quality and Maintaining Stability 
AELP’s position is clear that in developing an employer-led world-class skills system than attempting 
to drive down the price has a direct correlation in attempting to drive down the quality of the 
programmes being offered. If the DfE is looking to tackle the issue of affordability within the system, 
then it needs to look at the other levers within its powers to ensure there is adequate funding in the 
system to meet both the needs of employers and achieve the 3 million starts target set by the 
government by 2020. These levers include amongst others options; negotiating a suitable budget 
with the Treasury for funding non-levy apprenticeships, reviewing the employer co-investment 
contributions arrangement and considering the amount of tax collected from the apprenticeship 
levy – either from those currently in scope or by bringing more employers into scope. 
 
One of the key rationale given as part of the need for this review is that the DfE expected employers 
to negotiate a price per apprentice with providers below the published funding band upper limit. 
When the approach was published to move away from fixed pricing rates, set by the government to 
a negotiable funding system, AELP was very clear back in 2016 that we believed that this change in 
policy approach would not be good for the wider apprenticeship system, with either of two 
behaviours being the resulting output. Those behaviours being either a race to the bottom with 
employers driving down price which would force down the quality of the programme or a system 
where employers would not want to negotiate, with levy paying employers particularly wanting to 
procure the best quality training and experience they could from their levy pot.  Ultimately nine 
months into the reforms and the feedback has predominantly been employers clearly do not want to 
negotiate on price rather than they are not able to negotiate. By claiming that employers in this 
country are simply not able or capable to negotiate on price is simply erroneous. Our members work 
with tens of thousands of different sized employers every year and feedback that the reason that 
the level of price negotiation is low is due to the fact that employers want a quality product and a 
quality service. Quite simply employers see very little value in attempting to reduce the price 
downwards as they see a direct correlation been price paid and the subsequent quality being 
delivered.  
 
If the DfE uses this process to increase the existing number of funding bands and as it says keeps the 
top funding cap at £27k then it is easy to surmise that what this is creating is more bands and 
reducing the range of between the current bands. By refining the bands this does not address the 
DfE’s concerns that employers are not negotiating on price. In essence what increasing the number 
of funding bands with a compacted range will be doing is in effect moving back towards the previous 
funding model of fix rate pricing, although still retaining the option for those who want to still 
negotiate a lower pricing point. Rather than manipulate the number of funding bands we are again 
renewing our call on government to simplify the funding system and revert back to a funding model 



 
  

AELP response to DfE Review of Apprenticeship Funding  
Bands March 2018 
  

based on fixed unit pricing. Fixed pricing would also help the DfE more effectively plan and model for 
future consumption and spend within the apprenticeship marketplace. It is important to highlight 
the fact that within the development process for new apprenticeships standards a formal costing 
model has been required to be completed by employers and providers, which is ultimately agreed 
with the IfA and then be recommended to the DfE, before being signed-off by the Minister. Any 
standards perceived to be either over or underfunded should similarly go through a robust review 
process and not just subject to opaque process and then allocated into a revised funding band.  
 
About AELP   
Members of the Association of Employment and Learning Providers (AELP) support employers in the 
delivery of over 75% of apprenticeships in England and they deliver other publicly funded skills and 
employment programmes. The majority of AELP’s 850+ members are independent private, not-for-
profit and voluntary sector training and employment services organisations with employers, 
universities, FE colleges, schools and end-point assessment organisations joining AELP in increasing 
numbers.   
  
Association of Employment and Learning Providers (AELP)  
A: 9 Apex Court, Bradley Stoke, Bristol, BS32 4JT  
T:  0117 986 5389         
E:  enquiries@aelp.org.uk  
W: www.aelp.org.uk  

mailto:enquiries@aelp.org.uk
http://www.aelp.org.uk/


The Association of Employment and Learning Providers is a Company Limited by Guarantee.  

Company No. 2209949  

Association of Employment and Learning Providers  
2nd Floor, 
9 Apex Court 
Bradley Stoke 
Bristol  
BS32 4JT 
  
t: 0117 986 5389  
e: enquiries@aelp.org.uk  
www.aelp.org.uk  

 @AELPUK     

AELP 

mailto:enquiries@aelp.org.uk
http://www.aelp.org.uk/
http://www.aelp.org.uk/

	AELP RED Submission 47 Front
	Funding Band Review Response March 18
	AELP RED Submission (standard back cover)

