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What is the Apprenticeship Levy?

In the Summer Budget 2015, the Government announced the introduction of a levy on large employers 
to help fund 3 million new, high quality apprenticeships throughout this Parliament to support the 
development of the skills base and help to drive productivity over the longer-term. By promoting 
apprenticeships and strengthening the administrative, financial, and legal structures surrounding them, 
the government hopes to address a number of skills issues. The Levy will be set at 0.5% of an employer’s 
wage bill and it is estimated that it will add £3billion to the present £1.5billion national apprenticeship 
budget.  The Levy will come into effect from 6th April 2017 along with the Institute for Apprenticeships 
which will be tasked with approving and removing standards as well as advising on levy caps. 

How will the Apprenticeship Levy affect my business?

There will be a £15,000 allowance on the Levy which means that only employers whose payroll amounts 
to more than £3million per year will actually pay the tax. As a result, the Apprenticeship Levy will affect 
large and small to mid-sized businesses in different ways. 

The Government estimates that there are approximately 24,000 businesses in the UK whose wage bill 
will push them over the £3 million threshold. For these largest employers, the levy will be paid through 
the PAYE system. In return, they will be able to access digital ‘Apprenticeship Vouchers’ to spend on 
apprenticeships. Each month, employers who pay the Levy will receive a 10% top-up from Government 
to their monthly contributions. It should be noted that funds will expire 18 months after they enter an 
employer’s digital account.  

There are currently proposals to allow employers to transfer 10% of their funds to another employer’s 
digital account from 2018. This would enable organisations to support apprenticeship training through 
their supply chain and would be particularly helpful for larger employers who may otherwise find it 
difficult to fully utilise their levy allowance.

Businesses with an annual wage bill of less than £3million will still be able to access funding for 
apprenticeships via the Digital Apprenticeship Service. Non-levy-paying businesses will make a 
contribution to the cost of the training directly to the training provider and the government will pay 
the rest, up to the maximum amount of government funding available for that apprenticeship. It will be 
possible to spread the employer payment over the lifetime of the apprenticeship. Present proposals will 
see government pay 90% towards the cost of the apprenticeship training and assessment for non-levy 
payers, with employers paying the remaining 10%. 

Government has proposed that there be 15 funding bands within the apprenticeship funding system with 
upper limits ranging from £1,500 to £27,000. All apprenticeship frameworks and standards will be placed 
into one of these bands and employers will negotiate the best price for the training they require within 
the appropriate band. This will mean a greater number of funding bands than in the current system 
however Government believes this will allow them to better manage the tendency for prices to drift 
toward the top of a funding band as there will be less room for drift. This is especially important as most 
employers will not be used to negotiating the price of training at first.  

For levy-paying employers the upper limits on each funding band will cap the amount of digital funds 
which they can put towards an individual apprenticeship. For non-levy-paying employers, the upper 
limit will cap the amount that government will pay towards the cost of the training. This means that 
Government’s proposed 90% contribution could not exceed the upper limit on the relevant funding band.
  
Apprenticeship frameworks currently define the requirements for an apprenticeship programme in 
England and are used to ensure consistency across the country. Frameworks will be phased out over 
the course of the current parliament in favour of standards. Apprenticeship standards are designed 
by groups of employers named ‘trailblazers’ and outline the knowledge, skills, and behaviour that are 
required for a specific job role. Under the new standards, it is hoped that apprenticeships will be higher 
quality, more rigorous, and more closely linked to the apprentice’s end-point assessment. 

Government is also proposing to offer extra support to employers who take on young apprentices. 
Current proposals would see employers receive £1,000 to cover the cost of employing an apprentice 
aged 16 to 18 and employers with fewer than 50 employees will not have to pay any training costs. 
Employers will be able to access the same funding support for apprentices aged between 19 and 24 who 
have education, health and care plans provided by the local authority.



What is the GBCC position on the Apprenticeship Levy?

The Chamber supports apprenticeships as a positive model for championing vocational routes into 
work and delivering the skills employers need in the next generation of their workforce. However, we 
are concerned about the current level of uncertainty surrounding the digital Apprenticeship Voucher 
element of the Apprenticeship Levy. The effectiveness of the Levy rests upon the quality of the new 
apprenticeship standards and ease at which employers are able to access and use the digital voucher 
system to purchase and manage their apprenticeships. It is crucial that Government gets this right and 
avoids adding to the administrative burdens on employers.

There are also possible issues related to Government’s 15 funding bands in that there are no lower limits. 
We are concerned that this could result in a race to the bottom from training providers as they look 
to maximise training intake. It is important, in the pursuit of its 3 million new apprenticeships by 2020 
target, that Government does not inadvertently encourage a quantity over quality mind-set as this will 
harm the apprenticeship brand. 

We are also deeply concerned about the level of taxation currently being foisted on businesses. Taken 
together with the National Living Wage and implementation of Pension Auto-Enrolment, businesses 
have been on the receiving end of a significant increase in taxation and red tape in recent months. 
We are clear that the Government needs to stop playing around the edges with business taxation and 
commit to no new up-front business taxes or taxes on entrepreneurial aspiration for the remainder of the 
parliament.

How can GBCC help?

The GBCC is working closely with key stakeholders to understand the finer details of the Levy and 
how it will affect businesses, the education sector, training providers, and the apprentices themselves. 
We also host occasional events in order to ensure that our members are kept informed of important 
developments with the Levy and are able to discuss their expectations and concerns with other business 
leaders and local stakeholders. 
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