
 

Apprenticeship Funding – Technical Consultation 
 
Summary of AELP Initial Response  
 
Background 
On 6th March 2014 the Government published a document ‘Funding Reform 
Technical Consultation’1

 

.  This document followed the original consultation on 
Apprenticeship funding published in 2013.  The document sets out the proposals on 
the funding principles and funding route in line with the Skills Funding Statement 
issued earlier in 2014.   

Funding Principles: 
• Funding would be routed through employers not providers 
• Employers would have to make a compulsory contribution to the 

Apprenticeship training costs 
• Provide some additional funding for 16, 17 and possibly 18 year olds 
• Provide additional funding for smaller businesses 
• Introduce a maximum government contribution for each set of standards 
• A proportion of funding will be withheld for payments by results. 

The consultation document includes very few details on the actual amounts of the 
government contributions or how they would compare to the current investment 
levels.  Our view is that it is very difficult for employers to respond to these 
principles without knowing how it will affect the level of funding. 
 
Direct Employer Funding 
In the original consultation, there were 3 options.  The Direct Funding model has 
been dropped because of concerns around control, audit and possible fraud.  AELP 
raised those concerns as part of our response to the original consultation.  The 
model which allocates funding through approved training providers was also 
dropped because the government believes it does not meet the requirements of 
greater employer ownership.  AELP has refuted this claim and has highlighted 
evidence which suggests employers do not want or need more ownership of the 
system through the routing of funding.  Instead the new consultation puts forward 
two options, a PAYE process and a new option called Apprenticeship Credit 
accounts. 
 
The PAYE option would mean that employers would adjust their national insurance 
payments up to an agreed level set by their payments to training providers or 
assessment companies.  For those employers that do not make sufficient PAYE 
contributions, there would be a separate system to reclaim payments.   The 
Apprenticeship Credit system would create a bank account facility online into which 
employers would pay their contributions.  The government would ‘top up’ the 
account in line with the amount paid by employers to providers up to a maximum 
for the specific Apprenticeship Standard.  This funding would have to be spent with 
approved providers unless the employer is also registered as a provider. 

                                                
                                 1 Link to BIS technical consultation: bit.ly/1gnKcA2  
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Both of these options are complex systems.  The current system of funding will also have to be 
retained because training providers will be directly funded for the provision of English and maths.  
Small business in particular will not be prepared to take on the bureaucracy of managing these funds 
and the risk of having to account for the expenditure.  This will reduce the numbers of SMEs involved 
in the programme and the opportunities for apprentices. 
 
Compulsory Employer Contributions 
The consultation paper continues to propose compulsory employer contributions which we believe 
will be a barrier to entry for many smaller businesses.  All apprentices are employed and therefore 
the employer is already making a major contribution to the cost of the programme in terms of 
salary, ongoing management and training on the job.  Having to negotiate pricing and make regular 
payments to training providers and assessment organisations will create a bureaucracy and cashflow 
issue for employers and reduce their engagement with the system.   A recent BIS research report 
stated that ‘the tipping point at which employers will substantially reduce their engagement in 
Apprenticeships lies between 20 and 50% contribution’.   
 
Evidence for Change 
The results of the initial consultation in 2013 show that there is no drive for employers to change the 
funding system.  Only 80 responses were submitted and it was clear that smaller businesses 
preferred the current model where funding is managed by training providers.  A minority of medium 
sized companies (25%) preferred the PAYE model.  The consultation  paper itself sets out a number 
of problems with the PAYE model including the fact that large employers run ‘multiple payroll 
schemes’ and many smaller employers outsource their payroll functions so this would add significant 
cost.  A recent BIS report also stated that ‘employers were satisfied with the amount of influence 
they had over the content, structure and assessment of the training’ through the current funding 
system.  This same paper states that ‘employers were resistant to the idea of funding being routed 
through them because of concerns over the amount of administration involved and the risk of 
reputational damage in managing public money’.  There is no evidence from business that they are 
demanding this change in funding route. 
 
Summary 
We support a programme of continuous improvement to the current funding system which 
simplifies the funding, makes it more transparent and focuses funds on those most in need of 
support (both apprentices and employers).  However the proposal for such fundamental change to 
fund all employers directly is clearly not driven by employer demand and puts at risk a very 
important part of the skills programme in the UK.  The Apprenticeship programme has satisfaction 
ratings of 84% from employers and 88% from apprentices.  We need to build on and not damage this 
successful programme. 
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