
Summer Budget 2015 –  
Key Points for Employment and Skills  

 
The Chancellor announced a number of key measures for employment and 
skills in his Summer Budget on 8 July 2015.   
 

 
 
The announcements included: 
 
1. Apprenticeship levy: All large employers will have to pay a levy to fund 

the growth in apprenticeships.  There will be a consultation and details 
will be announced in the autumn Spending Review. 

 
It is very unclear how this levy will work, who will pay it and what it will fund.  
Without knowing that detail, it is impossible to say whether it will work and 
increase productivity across employers of all sizes.   
 
What we do know is that this signals the move away from the current 
funding proposals for apprenticeships which we said all along would not 
encourage more employers, especially SMEs, to engage with the programme.   
 
There are clearly risks with any levy which ‘forces’ employers to pay an 
additional tax albeit targeted at apprenticeships.  The UK does not have a 
good record of making such levies work and we have said that we need to 
maximise employer choice, not legislate for their involvement.  The CBI has 
said that it has major concerns about the proposals.  If the levy is only paid 
by large employers, there is a risk that only they will determine how the 
money is spent.  The drive for productivity means that we have to engage 
SMEs who will deliver much of the growth in the programme.   
 
AELP has many questions about how the new proposals might work and is 
very willing to be involved in the discussions on this.  In the meantime before 
any radical change which would not happen before 2017, we need to review 
the Trailblazer funding pilot which now appears to be unnecessary.   
 
It is interesting to note that the only thing that everyone agreed with before 
the election was that we needed a period of policy stability to deliver 
apprenticeship growth.  Our view is that the levy proposals will need time to 
develop and implement effectively.  In the short term, we should focus on 
growing the programme1 and work towards a new way of funding 

                                1 For AELP’s views on how to grow apprenticeships, visit: http://bit.ly/1GQDwd3. 
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apprenticeships once that growth is embedded over a period of the next 3 or 4 years.    
 
2. National Living Wage: The government is introducing a National Living Wage (NLW) for 

those aged over 25, starting at £7.20 per hour and rising to £9 by 2020, although the 
common consensus previously was that a NLW would start at £7.85. 
 

 
 
The changes to the minimum wage will only affect 25 year olds and above.  This means 
that we may end up with different rates for young apprentices, older apprentices, 
normal employees up to 21 and then 21 to 24 year olds.  This may mean that employers 
will be encouraged to recruit young people, especially where there are additional 
national insurance incentives.  It will be very important to balance any increases in rates 
for young people with the ability of employers to pay their costs.  This issue has to be 
reviewed in line with any new proposals for apprenticeships. 
 
AELP has continually called for a more integrated approach to employment and skills 
policies because it is not just a question of getting people off unemployment benefits. 
We need to continue to support employees and get them into jobs that are sustainable 
and pay above the ‘living wage’ levels.  This is clearly an issue where employers have to 
raise the productivity of employees so that they can afford the higher wages.  This will 
mean that programmes such as Work Programme, Traineeships and Apprenticeships 
must be joined up and people can progress through these programmes to sustainable 
and skilled employment.  We are concerned however that the Living Wage might act as 
an incentive for the ‘wrong’ employers to take on young apprentices to avoid paying 
them more.  
 
Many apprentice training providers believe that that there is some justification for a 
significant increase in the minimum apprentice wage rate.  But the apprentice rate 
should not be increased to the point where it adversely affects employer recruitment. 
There is also a case that adult apprentices over the age of 24 should not be on an 
apprentice rate at all, i.e. they should at least be on the national minimum wage. 

 
3. Youth Obligation: Instead of a ‘Youth Allowance’, unemployed 18 to 21 year olds on 

Universal Credit will be under a Youth Obligation to do an apprenticeship or traineeship 
after 6 months.  Only vulnerable people in this age group will now be able to claim 
housing benefit. 
 
In AELP’s view, getting young people the right job with training must be the objective, so 
taking part in apprenticeships, traineeships or community projects should be part of a 
clear plan to get them the work they need. Training providers should be involved in 
developing these proposals so that the programmes can be integrated into a responsive 
and effective employment and skills system.  
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AELP has consistently supported more integrated support between government 
departments which would result in common performance measures and the focus on 
the individual so that programmes can be built around what people need. Working with 
training providers who deliver across all the government departments is the only way to 
really enhance existing programmes. We have to build on programmes like the Work 
Programme, Work Choice, Troubled Families, English and maths, and skills support and 
not create even more new initiatives. 

 
4. Ending of ESA differential: From April 2017, there will be no more new ESA claimants in 

the sense that they will get the same rate as JSA claimants.  Existing ESA claimants will 
not be affected. 
 

 
 
It is too early to say what this might mean for the replacement of the Work Programme 
in 2017 but the changes in the amount of benefit each claimant receives does not 
necessarily mean that the level of employability support which they will get will change. 
 
People going on to ESA benefits will see a cut in benefit rates and there will be a lower 
cap for benefits of £20,000 (£23,000 in London).  Young people may lose housing 
benefits and those who are 18-21 will go on to the Youth Obligation where they will 
have to consider a number of work options including Traineeships.  What is not clear is 
how the government will provide the additional support that these people will need to 
get into sustainable and well paid work.   
 
Work Programme and Traineeships have to be at the core of any support and the 
funding needs to be made available.  The government at the election set out the 
commitment to move towards full employment and create more opportunities for those 
most in need of jobs such as those with a disability.  This is very much part of the 
productivity challenge and we will need to see a much more integrated employment and 
skills offer. 
 
We need to ensure that there is effective support for in-work skills development that 
gets people out of the tax credits cycle.  We know from the evidence that there is a 
strong payback for government in funding this in-work training.  The drive for 
productivity has to focus on training and retraining at all levels of the workforce from 
low paid roles to high level technical skills.   
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5. Reducing tax credits: Working tax credits will be frozen for 4 years and withdrawal of 
them will start at a lower salary. 
 
Similar to our comments on the Living Wage above, this announcement further cements 
the case for more integrated employment and skills provision so that people can secure 
jobs which take them out of the benefits system altogether.   

 
6. NIC allowance increase: To help smaller businesses, the employment allowance for NIC 

will rise from £2k to £3k.   The Treasury says this increased allowance means that firms 
employing up to 4 workers full time on the new NLW next year will not see their 
contributions increased. 

 
This looks like a positive development for smaller businesses.  It is an example where 
future decisions on the funding of apprenticeships need to take account of tax measures 
such as this when the government is keen to see more businesses of all sizes engage in 
the apprenticeship programme.  The levy proposal being applicable for large 
organisations only might suggest that mandatory cash contributions for small businesses 
could now be off the table.  In the pursuit of full employment, we want to avoid 
government giving with one hand and taking away with the other. 
 
Previous announcements about National Insurance incentives for apprentices will 
continue to apply. 

 
7. English devolution: Areas such as Greater Manchester could get more local flexibility for 

employment programmes.  Further devolution deals with other northern cities are in the 
pipeline. 

 

 
 
English cities and LEPs will continue to push on the devolution of budgets that has 
already happened such as ESF budgets and capital budgets.  Any further devolution of 
budgets and programmes needs to be carefully managed as there is a real danger that a 
lot of time and energy will be spent by institutions on developing new structures and 
programmes rather than focusing on what the customer needs.  Many employers are UK 
wide and they already struggle with different approaches across the nations.  AELP has 
always supported a base line provision of national programmes which are delivered 
locally in conjunction with local partners where specific local programmes can enhance 
the main provision where there are different requirements.  We have to recognise that 
there is a national awareness and access to programmes such as apprenticeships where 
local partners work together to drive the local provision.  We would not want to see 
multiple sets of rules on eligibility, delivery and funding rates which will only serve to 
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confuse our customers.  The drive for more devolved authority should be driven by 
customer demands and training providers should be able to join that debate through 
proper representation at both national and local level. 

 
8. Jobcentres offering pupils careers advice: Starting in Birmingham, the government is 

pressing ahead with getting JCP advisors into schools to talk about local employment 
opportunities. 
 
The need for effective careers support for schools is a major issue.  Jobcentre Plus can 
play their role but we need to encourage a more strategic approach by each school to 
ensure that they meet the requirement to provide information on all options for young 
people. Schools should be encouraged to work with training providers that can provide 
the information and guidance on all work based options for young people.  Jobcentre 
Plus should work closely with the specialists in the sector to ensure the advice is 
effective.   
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