
 

Apprenticeship Funding Technical Consultation 
 
BIS has published a consultation document ‘Apprenticeship 
funding reform in England: payment mechanisms and 
funding principles’1

 
  

AELP Perspective 
 
The Technical Funding Consultation was released on 6th March with a consultation 
period of around eight weeks.  Unfortunately in our view the proposals do not meet 
the objectives set out in the original paper of driving more employer engagement.  
We pointed out that our two main concerns were for the young entrants to the job 
market and the barriers to entry for smaller businesses.  The proposed systems are 
built for a large employer perspective and the averaging of investment across 
apprentices will favour older apprentices and those who do not need the additional 
support provided in the current system.   
 
Despite the fact that smaller businesses support the provider funded model, this 
option was dropped before the results were published.  We believe that if employer 
choice is what should drive reforms then this option must be included as part of the 
consultation.   The introduction of a new Apprenticeship Credit Model suggests that 
none of the original options are supported.  The paper itself suggests that the direct 
employer payment model would ‘carry an unacceptable risk of fraud’.  It is not clear 
how the Apprenticeship Credit model differs from a direct payment model as it 
appears that the money in the Apprenticeship Credit model will be controlled by the 
employer.  The PAYE model has clearly not had support from employers and the 
issues with this model are set out in paragraph 4.   
 
The provider model receives one line of comment and was dropped because ‘it does 
not go far enough to deliver the Richard principle of giving employers the purchasing 
power’.  We do not accept this premise as the evidence suggests from the previous 
consultation that smaller business prefer this model and in the BIS research released 
on 3rd March, it says that employers ‘were satisfied with the amount of influence 
they had over the content, structure assessment of the training.’  On the basis of 
this evidence, we believe that the provider payments model must be considered as 
part of the consultation.   
 
The tests of whether the model meets the needs are set out in appendix A: 
 

• minimising administrative burdens on employers, especially smaller 
employers 

• need to minimise the risk of fraud and error 
• cash flow constraints should not prevent some small and micro-businesses 

from participating  
• the need for any funding model to reflect the greater support needed for 16 

and 17 year old apprentices 
• more detail on how funding rates will be set and on how the funding routes 

would work in practice 
 

                                                
1 https://www.gov.uk/government/consultations/apprenticeship-funding-reform-in-england-
payment-mechanisms-and-funding-principles  
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We do not believe these proposals currently meet these requirements and will therefore adversely 
affect employer engagement, apprenticeship numbers and quality. 
 
Specific Comments on the Proposals 
 

1. Para 4 of the introduction sets out the original 3 models.  The direct payment model has 
been dropped because of the risk of fraud and the provider payment model was dropped 
before the technical funding consultation was drafted despite the fact that it is the preferred 
model of most businesses that responded, especially small businesses.  It is worth repeating 
the feedback from the original consultation. 

 
‘The consultation received 80 responses from businesses (32 from micro and small 
businesses, 18 from medium businesses and 30 from large businesses). Smaller businesses in 
particular tended to prefer the provider payment model as they felt this was likely to 
generate the smallest administrative burden.  
 
‘Medium sized businesses were more likely than others to prefer the PAYE model (25%), 
considering it easy to implement using existing payroll structures. Large businesses were 
more likely than others to prefer the direct payment model (33%), especially where they 
were already in receipt of direct funding to deliver Apprenticeship training.’ 
 

2. Section 1 para 2: ‘No longer will there be numerous different rates’.  This clearly will not be 
true.  In fact different but published rates will be replaced by Government contributions that 
will be driven by negotiations with training providers and assessment organisations.  This 
will be further complicated by additional payments for 16 and 17 year olds and possibly a 
different rate for 18 year olds.  There will also be payments for smaller businesses.  This does 
not cover the payments for English and maths and additional support which will continue to 
funded through training providers.  We do not believe this is a simplification of rates.   
 

3. Para 3 says that additional payments would be provided for 16 and 17 year olds but later 
they say that they are considering 18 year olds as well.   
 

4. Para 4 says that there will be additional payments for ‘smaller’ employers.  The previous 
documents said that it would be for the ‘smallest’ employers.  We hope that the 
Government has considered our views about the barriers SMEs will face in managing the 
funding and making a contribution ‘up front’.  It is also our view that not just employer size is 
important but the fact that many employers only employ one or two apprentices and would 
not want to manage funding directly. 
 
Unless employers are providers in their own right, then the expenditure must be made with 
‘approved providers’ or assessment organisations.  Presumably there will have to be a 
separate process for approving assessment organisations that might be different for each 
sector.  It will presumably be up to the employer to ensure that the expenditure is with 
approved providers. 

 
5. Para 6 confirms that licences to practice such as health & safety and food hygiene will now 

be funded.  These are currently excluded from funding and are the areas where currently 
the employer makes a contribution to the programme.  This will now be funded.  This is a 
good example of where the current system generates substantial non cash contributions 
which will now be funded following a cash contribution requiring invoices and evidence. 
 

6. Para 8 excludes some expenditure from funding including recruitment costs which training 
providers currently cover as part of their overall funding.  Although recruitment costs were 
never explicitly recognised, it is difficult to see who will pay for the enormous amount of 
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support given by providers to people applying for Apprenticeships.  Recruitment costs are a 
valid and essential part of the Apprenticeship delivery. 
 

7. Paragraph 10 says that additional support will be provided for apprentices aged 16 and 17 but 
the 18 year olds will be considered separately.  The paper accepts that the future payments 
will mean that the programme will not be ‘fully funded’ as it is today.  That can only mean 
that the government investment in this cohort will be reduced.  A ‘simple’ one off payment 
will be made once the young person has been with the employer for three months.  In this 
current labour market, employers often prefer to take a more experienced person at 19 so 
this additional payment will be unlikely to persuade employers to take the younger 
apprentices.  The current funding for a 16 -19 year old can range from £1,500 to £8,000 so it 
is difficult to see how a single flat payment will come anywhere near the current funding.  It 
is also not clear if this is a one-off payment or a payment for each year (if they are 16 and 
then 17).  Currently the 16-19 payments are made throughout the programme based on the 
age at the start of the programme.  This could result in a very substantial reduction in 
investment in this group.  The delay in making the payments for three months will also 
increase the risk to the employer and training provider. 
 

8. Paragraphs 11 -13 changes terminology from smallest employers to smaller and back to 
smallest.  The paper does not set out what ‘smaller’ means but does not also give any idea of 
how large this payment is.  Currently there is no additional payment for SMEs (apart from 
new employers through the AGE grant) but there is a reduction for large employers.  This 
reduction has disappeared so the averaging of rates will benefit the larger employers. 
 

9. Para 14 sets out the issues with the current funding system.  AELP has for many years 
promoted the simplification of the current funding system and would welcome the 
transparency of government funding for employers.  Frankly employers are interested in the 
quality of the training delivered not how or where this is funded.  This is proven by the BIS 
research mentioned earlier.  Allowing the government contribution to be driven by 
negotiations with training providers and assessment organisations will not make this any 
easier to understand particularly if this is overlaid by funding for English and maths.  We 
should also remember that employers will also be involved in other funding systems such as 
loans, programmes for the unemployed and standalone training such as English and maths, 
ESF, Employer Ownership Pilots - all funded in different ways. 
 

10. Para 17 does not set the percentage of employer contribution which is a key fact in deciding 
whether these arrangements will work.  However it says that they must be significant 
enough to want to drive down price.  However if it is set at say 30% (the figure used as an 
example in the previous consultation) then why wouldn’t the employer want to drive up the 
price to get the maximum multiplier effect particularly if at this higher price the training 
provider is able to deliver a richer package of training.  We do not believe that this 
mechanism will drive value for money. 
 

11. Para 18 suggests that the employer will not only have to negotiate the price of training but 
will also have to negotiate the price of assessment which might be 2 or 3 years into the 
programme.  This appears to be quite a complex arrangement when there is a maximum 
amount they have to manage. 
 

12. Para 20. The Maximum Government Contribution will not include the additional payments 
and will be the same for all ages.  This means the reduction for 25+ will be removed.  The 
payment by results elements may be based on the core MGC rather than the additional 
payments. There are no principles of how these rates will be established and this will be 
tested over the next few months.  There is no mention of area uplifts or any other additional 
payments. 
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13. Para 22.  The funding for English and maths will be up to level 2 (even if level 2 is not 

required for the standard) and it will attract ‘full funding’.  This is good news as the current 
funding is 50% of the full rate for 19+.  However it does not state what the full rate will be 
but we should assume it is the rate paid to 19+ outside of the Apprenticeship system (£724).  
16 -19 rates for English and maths within a framework are below that which standalone 
English and maths is funded at for 19 year olds so again this should be positive news.  The 
English and maths will be funded through the training provider so providers will continue to 
have allocations etc. or may be on a draw down basis. 
 

14. Para 24.  The ‘incentive’ for employers to complete the programme is to withhold some of 
the payments (20%) until the end.  This does not appear to be an incentive which is 
supported by paragraph 25 which says that employers do not support this approach.  It will 
certainly penalise smaller businesses who are currently protected by training providers that 
take that risk. 
 

15. Paras 26 – 30 are of real concern.  AELP has always said that the funding proposals will 
favour the larger more secure employers and those who take older and more prepared 
apprentices.  The risk is on the smaller employers and the apprentices that are younger, less 
experienced and that need a lot more support.  Employers will avoid the complication of 
taking apprentices that need additional support as this will put at risk their own 
contributions especially if money will be retained for completion.  Additional support is 
planned to be drawn down by the provider but this is currently discussed as package of 
support that the provider commits to.  It will be a complex discussion and negotiation if the 
package of support has to be negotiated at the start of the programme.  Very often the 
additional support needs only appear after the apprentice has started on programme.  We 
have a real concern that this element of the funding support has not been thought through 
and many apprentices will not get the support they need. 
 

16. Para 31 – 35.  We are pleased that the funding of Higher Apprenticeships will be reviewed.  
All approved providers should have access to funding to support Higher Apprenticeships 
(where they have the appropriate skills to deliver).  The choice of qualifications should 
indeed be driven by the employer whatever the source of funding. 
 

17. Para 36.  It would appear that ATAs will be an acceptable employment model.  We would 
expect a number of employment models to appear over the next few months but we retain 
the view that an Apprenticeship is a job not a training scheme and the optimum model is for 
an employer to employ an apprentice and train them in a permanent job.  It is certainly 
more than providing ‘high quality learning opportunities for apprentices.’ 
 

18. Section 2 Para 4 explains the two options remaining in the consultation, PAYE and 
Apprenticeship Credit.  It is clear from this paragraph that many employers expressed 
concern over the PAYE model (including the realisation that even large employers use 
multiple payrolls and that this is not a maternity pay equivalent).  BIS has therefore included 
a new option, Apprenticeship Credit. 
 

19. Paras 6 – 12 sets out the requirements for a new registration system where the employer 
would register their apprentices and check eligibility for additional payments etc.  It also 
suggests that there will be a web site to find a provider although this does not recognise that 
the majority of employers only take part because a provider has ‘sold’ the concept.  Para 10 
recognises that many employers will not want to complete this task and will want to use an 
intermediary.  A list of intermediaries is given which does not include training providers who 
to date have provided the main link with the Apprenticeship programme.  The paper 
acknowledges that the negotiation with training providers might be done by intermediaries 
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rather than directly as it is in the current system.  This does not feel like employers taking 
full control as envisaged.   This section also recognises that the ‘government will need to 
capture information about delivery to report on activity and ensure value for money’ and to 
‘ensure that the delivery is taking place against an approved Apprenticeship standard’.  The 
paper does not make clear how that will be enforced when there are 200,000 contracts 
between the government and employers as well as the direct contract with providers to 
deliver English and maths and the additional support. 

 
20. Para 17.  Our evidence from employers is that very few would want to manage payments 

through PAYE.  Large employers operate multiple payrolls and small employers often 
contract the service out.  In this system employers will have to register their apprentices, 
negotiate payments with providers and assessment companies, report payments to third 
parties through the website, calculate the deductions from PAYE and make the adjustments.  
Additional adjustments can be made for 16, 17 year olds and for smaller businesses but this 
will all have to be verified and tracked.  We do not believe this is a simple or workable 
system and there is no evidence that the majority of employers would want to utilise this 
system. 
 

21. Para 18 outlines the process of reclaiming payments if PAYE is not high enough to make 
claims.  Our evidence suggests that smaller employers do not trust the HMRC to make these 
payments on a timely basis and may lead to employers pulling out of the programme.   
 

22. Paras 20 – 23 sets out the new Apprenticeship Credit Model.  It is not clear how this will be 
an HMRC system as it appears to be a stand-alone model built to specification.  The system 
creates an on-line account but it is not clear under what basis these payments would be 
made to an employer.  We assume the payments are made as a contract with the employer 
and that the employer is agreeing to in accepting these payments.  The payments can be 
made to training providers and assessment companies but it is not clear how that will be 
controlled i.e. will payments be made ‘up front’, on an annual basis, monthly  or in line with 
payments made to training providers.  It is not easy to see how these payments can be 
‘automated’ yet controlled.  Para 23 recognises the possibility of ‘exceptional or unusual 
activity that may suggest the presence of fraud’.  This appears to be a complex system 
managing a large amount of funding  
 

23. Para 24 establishes the principle that assurance arrangements will be put in place and they 
need to be proportionate but minimises bureaucracy and the government will work closely 
with employers and training providers to design this. 
 

24. Para 25 establishes a new control mechanism for ‘approved providers’ that will be similar to 
ROTO but will ‘include many organisations delivering training that are not currently on 
ROTO’.  It is not clear how this will be controlled but if an employer wants to use a particular 
training organisation, it will be difficult to control.  This paragraph says that all training 
organisations will be subject to Ofsted inspections but it is difficult to see how that will be 
managed.  Currently Ofsted inspect apprentices that are under the complete control of a 
training provider (or employer provider) even if some of the training is not funded.  Under 
the new system, a training provider may only be contracted to deliver some training for a 
small part of the programme and cannot be held accountable for the rest of the programme 
delivered in-house.  Only the employer can be held accountable for the full spend of the 
money and will Ofsted only be able to inspect elements of the programme that are funded 
or the complete programme?  With 200,000 employers involved in a wide range of 
arrangements, the assurance is challenging.  Paragraph 26 makes explicit the commitment 
that employers will be taking on.  
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25. Section 3 para 2.  The first pilots will be available in academic year 2014/15.  Originally this 
was timetabled for August/September but the reality is that it is likely to be January 2015.   
 

26. Para 3.  The new funding systems would not be ready until 2016 (probably July 2016) and 
funding will be via providers until then.  However the new funding rules might apply to the 
new standards sooner (i.e. employer contributions, price negotiations).  The rates will be set 
over the next few months. 
 

27. Para 8.  The government will develop a ‘readiness programme’ for employers and providers.  
This will need to be coordinated with programmes developed by the Education and Training 
Foundation. 
 

28. Para 9 -10.  There will be a transition phase of up to a year where the existing frameworks 
and the new standards will run in parallel.  Where the new standards are a direct 
replacement for the framework, there will be two different funding methodologies.  We also 
assume that apprentices will continue to be funded on the old system as they ‘run out, so a 
programme of 4 years may still have payments being funded through providers until 2020.  
 

29. Annex A.  The evidence from the consultation responses supports the AELP view. 
 

‘The consultation received 366 responses, including from a wide range of employers, 
training providers and their representative groups. The consultation received 80 responses 
from businesses (32 from micro and small businesses, 18 from medium businesses and 30 
from large businesses). Smaller businesses in particular tended to prefer the provider 
payment model as they felt this was likely to generate the smallest administrative burden.  
 
‘Medium -sized businesses were more likely than others to prefer the PAYE model (25%), 
considering it easy to implement using existing payroll structures. Large businesses were 
more likely than others to prefer the direct payment model (33%), especially where they 
were already in receipt of direct funding to deliver Apprenticeship training. 
.  
‘Independent training providers and colleges made up slightly more than a third of 
respondents (138) and 90% of them supported provider payment.’ 

 
Conclusion 
 
AELP has previously published its recommendations for change as follows: 
 
 improve careers advice in schools 
 improve marketing to employers through training providers 
 extend the Traineeship programme 
 increase the involvement of employers in the development of the new Standards for 

Apprenticeships 
 give more employers a choice of how their Apprenticeships are funded 
 simplify funding rules and make them transparent and 
 establish a more responsive contract management system for employers and providers. 

 
These recommendations will be reviewed in the light of this consultation. 
.  
AELP 
March 2014 

 
 

 



7 
 

 
 
07 March 2014 | E: Enquiries: enquiries@aelp.org.uk | W: Web: www.aelp.org.uk  
Twitter:  @AELPUK | LinkedIn: AELP | 
              

mailto:enquiries@aelp.org.uk�
http://www.aelp.org.uk/�
https://twitter.com/aelpuk�
http://www.linkedin.com/groups?gid=4250493&trk=hb_side_g�

