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Apprenticeships levy: member briefing & 
consultation response  
 
 
 

 

 
 
Summary of key points: 

 The government has proposed an apprenticeship levy on larger employers 
across all sectors to fund the training costs of apprenticeships.  

 The levy has the potential to significantly alter how housing associations, both 
large and small, approach skills development for their workforce.  

 There will also be implications for construction organisations as their existing 
training levy, administered by the CITB, evolves to take account of the new 
environment. 
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1. Introduction 

The government is has proposed a levy on employers across all sectors which will be used 
to pay for the training costs of apprenticeships. Announced in the Summer Budget this is a 
key policy in the government’s drive to hit its target of three million new apprenticeship starts 
by 2020. 

Whilst there is much that is not yet known about how the apprenticeship levy will operate it 
has the potential to significantly alter how housing associations, both large and small, 
approach skills development for their staff and, potentially, their supply chain. For those 
associations that fall into scope of the levy there will also be the financial impact of the levy 
costs. There will also be implications for construction organisations as their existing training 
levy, administered by the CITB, evolves to take account of the new environment. 

This document is in two parts: firstly a member briefing outlining the key details of what is 
proposed which has been updated in the light of the announcements made at the November 
Autumn Statement, and secondly the Federation’s response to the Department for Business, 
Innovation and Skills (BIS) consultation on the apprenticeships levy. In our response we 
focus on how the new apprenticeship levy can ensure that: 

 Quality training and apprenticeships are delivered within the construction industry 
 Those who face disadvantages in the labour market can take advantage of the growth 

in apprentices 
 The funding mechanism works effectively and supports business growth 
 Housing associations are supported to continue to deliver social value through 

apprentices in their supply chain 
 The system is genuinely employer led and structured to meet the needs of employers 

https://www.gov.uk/government/consultations/apprenticeships-levy-employer-owned-apprenticeships-training
https://www.gov.uk/government/consultations/apprenticeships-levy-employer-owned-apprenticeships-training
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2. Overview of the proposed apprenticeships levy 

The Chancellor announced in the Summer Budget the introduction of a levy on all large UK 
employers to fund apprenticeships. Further information was then provided at the November 
Comprehensive Spending Review. The levy is a key policy in the government’s drive to hit its 
target of three million new apprenticeship starts by 2020. The apprenticeships levy is intended 
to provide the funding and incentives to help deliver this commitment and has the potential to 
significantly alter how housing associations, both large and small, approach skills development 
for their staff and, potentially, their supply chain.  

What has been announced 

 The apprenticeship levy will be mandatory for employers across all sectors (public, 
private, third sector), including those sectors where there are existing levy schemes, 
for example construction. 

 The levy will be payable regardless of whether employers do or don’t offer 
apprenticeships within their organisation. 

 It will commence in April 2017 and be paid through Pay As You Earn (PAYE) and 
will be payable alongside income tax and National Insurance.  

 Proceeds will be used to fund apprenticeship training costs (not employment costs) 
with the levy expected to generate around £3billion a year by 2019/20. 

 The levy rate has been set at 0.5% of an employer’s paybill with each employer 
receiving an allowance of £15,000 to offset against their levy payment. Employers who 
operate multiple paybills will only get one allowance. This effectively means that the 
levy will only be payable by employers with an annual paybill of over £3million per 
annum. Across all sectors this accounts for 2% of all employers but will be a 
considerably larger proportion of the housing association sector.  

 Paybill will be calculated based on total employee earnings, it will not include other 
payments such as benefits in kind. It will apply to total employee earnings in respect 
of all employees. 

 Employers who do not pay the levy will be able to access government support for 
apprenticeships. 

 There will be a new Digital Apprenticeship Service through which employers can 
choose and pay for the apprenticeship training and assessment they want. The service 
will also support employers to choose an apprenticeship training course, find a 
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candidate and choose a training provider. All employers will have access to the Digital 
Apprenticeship Service whether they have contributed to the levy or not. 

 A new, business-led body, the Institute of Apprenticeships, will be created to regulate 
the quality of apprenticeships, though will not formally be involved in administering the 
levy. 

 The levy does not place a cap on the number of apprenticeships an organisation can 
support and more funding can be drawn down than paid via the levy if necessary. 

 The government is as yet undecided on whether employers can use the funds in their 
digital account to pay for apprenticeship training for people who are not their 
employees. For example this might include people within their supply chain. 

 The levy fund is explicitly intended to cover apprenticeship training costs, rather than 
offsetting the wider costs to an employer from taking on an apprentice. However the 
government does want to explore how the levy fund might also be able to support 
some of the costs incurred by employers around Traineeships. 

 The apprenticeship levy is not similar to the existing CITB administered construction 
training levy through which firms receive cash back into the business in return for 
undertaking training. Apprenticeship levy funds will not be returned to the employer at 
any stage but will go directly to training providers via the Digital Apprenticeship Service 
to cover the cost of apprenticeship training. 

Worked examples 

The government’s consultation response on the levy includes two worked examples of how the 
costings for the levy will work. These are: 

i) Employer of 250 employees, each with a gross salary of £20,000: Paybill: 250 x 
£20,000 = £5,000,000 
Levy sum: 0.5% x £5,000,000 = £25,000 
Allowance: £25,000 - £15,000 = £10,000 annual levy payment 
 

ii) Employer of 100 employees, each with a gross salary of £20,000: Paybill: 100 x 
£20,000 = £2,000,000 
Levy sum: 0.5% x £2,000,000 = £10,000 
Allowance: £10,000 - £15,000 = £0 annual levy payment 

 

Our view 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/482049/apprenticeship_levy_response_25112015.pdf
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Housing associations have a strong track record on apprenticeships, directly employing over 
12,000 apprentices in the last three years. Whilst we recognise its potential to give employers 
genuine control over the delivery of high quality apprenticeships, we are concerned about the 
size and scope of the levy in the context of other resource restraints facing housing 
associations. We are also concerned that this may stifle innovation and prevent associations 
from undertaking activities which help move people towards apprenticeships, for example on 
Traineeships and work experience, as well as refocus activity away from their supply chains. 
The levy will affect all employers across all sectors and our ongoing focus will be on working 
with partners, such as the National Apprenticeship Service, to help our members understand 
and make the most of the new environment for apprenticeships.  
 
Alongside the direct cost to individual businesses, the levy will have major implications for 
construction organisations as their existing training levy, administered by the Construction 
Industry Training Board (CITB), evolves to take account of the new environment. With a 
shortage of construction skills already proving challenging in many areas of the country we will 
be working with the CITB to understand any potential issues for the sector. 

More information 

For details of government’s wider strategy on apprenticeships see ‘Apprenticeships (in 
England): vision for 2020’ published in December 2015. 

3. Our response to the BIS consultation on the apprenticeship levy (submitted Oct 15) 

The National Housing Federation is the voice of affordable housing in England. We represent 
the work of housing associations and campaign for better housing. Our members provide two 
and a half million homes for more than five million people. And each year they invest in a 
diverse range of neighbourhood projects that help create strong, vibrant communities.  

Housing associations are ambitious about helping people into work and over the last three 
years have directly employed around 12,000 apprenticeship starters as well as providing many 
more work placements, traineeships and work experience opportunities. We welcome the 
Government’s commitment to create three million new apprenticeships and believe that housing 
associations have a strong contribution to make on this agenda. 

We fully support the Government’s commitment to a more employer led apprenticeship system 
and have been involved, alongside many of our members, in the development of new 
Trailblazer apprenticeship standards in housing management. We welcome the opportunity to 
comment on the proposals for an apprenticeship levy which we believe has the potential to 

https://www.gov.uk/government/publications/apprenticeships-in-england-vision-for-2020
https://www.gov.uk/government/publications/apprenticeships-in-england-vision-for-2020
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further embed this direction of travel giving employers genuine control over the delivery of 
high-quality apprenticeships which meet the needs of business and learner alike. 

There are many key elements to a future levy scheme which are not covered by the 
consultation including how the levy will interact with small and medium sized enterprises and 
how much Government intends that the levy will replace or enhance its current investment in 
apprenticeships. We are therefore unable to comment on the potential financial impact the levy 
might have on the housing association sector. However in the light of the Summer Budget, 
which will see housing association incomes reduce considerably over the next four years, we 
believe that it is incredibly important that the levy is proportionate and provides the best 
possible value for money for employers. 

In our consultation response we focus on how the new apprenticeship levy can ensure that: 

 Quality training and apprenticeships are delivered within the construction industry 
 Those who face disadvantages in the labour market can take advantage of the growth 

in apprentices 
 The funding mechanism works effectively and supports business growth 
 Housing associations are supported to continue to deliver social value through 

apprentices in their supply chain 
 The system is genuinely employer led and structured to meet the needs of employers 

Ensuring the delivery of quality training and apprenticeships within the construction industry 

As recognised in the consultation document the apprenticeship levy raises significant questions 
for training in the construction industry. At present the CITB collects a levy from construction 
employers and uses this to support training and skills in construction. Most housing 
associations do not fall into the scope of the CITB levy and therefore are not directly 
impacted by this. However as key construction stakeholders who last year built 50,000 homes 
– more than one third of all new homes in England - housing associations have a legitimate 
interest in the quality and efficacy of training and skills development in the construction sector. 
We believe that the future of the CITB levy is most appropriately determined by those who 
are levy payers. However we would like to see housing associations given a stronger voice 
within the broader agenda of skills and training for the housing construction and maintenance 
sector. In particular this includes ensuring we have the appropriate skills to support future 
technologies, for example off-site construction of housing and the green agenda.  
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Ensuring those who face disadvantages in the labour market can take advantage of the growth in 
apprentices 

We are keen to ensure that those who face barriers to education and employment can benefit 
from the increased investment and growth in apprenticeships. Social housing tenants experience 
considerable disadvantages in the labour market and many require additional support to enable 
them to fulfil their potential. If Government is to achieve its twin goals of reducing the 
benefits bill and halving the disability employment gap then supporting people who live in 
social housing into sustainable employment must form part of the long term solution. With 
around 40% of housing associations actively involved in the provision of employment and skills 
support for their tenants and residents they have the potential to be key partners in helping 
move some of the most disadvantaged in our society into a position where they are ready to 
undertake an apprenticeship. Housing associations would welcome the opportunity to partner 
with the Skills Funding Agency to develop and support pathways to apprenticeships for those 
living in their homes and communities. 

Creating the conditions so that those with modest skills and less advantageous opportunities 
can take up the anticipated apprenticeship growth requires a strengthened approach to the 
provision of pre-apprenticeship training and support.  It is important that there is a continued 
focus on traineeships and work experience as entry routes into apprenticeships for those who 
are not yet apprenticeship ready.  

It is likely that within the system there will still be some unspent voucher funding at the end 
of any given financial year which we believe should be used to support efforts to widen 
access to apprenticeships. We would like to see this rolled into a contestable pot providing 
flexible, grant based funding available via open, competitive tendering. This could be used to 
support activities to boost apprenticeships either within sectors or via outreach with 
disadvantaged or under-represented groups. We believe that housing associations would be 
well placed to bid for and support these kinds of activities working with those who live within 
their homes and communities. 

It is also vital that those taking up apprenticeships who face significant barriers to employment 
can access practical support, for example with travel and childcare expenses. We believe that 
this kind of support should be funded outside of the levy, for example through the alignment 
of relevant local, national and European funding streams. However there might be a case for 
some elements of pastoral support, for example mentoring, to be funded by the levy.  
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We believe that Government should continue to fully fund the training costs of apprentices 
who are 16-18 years old and this should therefore not be funded by the apprenticeship levy. 
We also believe there is a case for additional incentives for employers to take on those who 
are aged 19-21 years old. This is especially important in the light of the requirement that 
young people are either ‘earning or learning’ under the new Youth Obligation. Ensuring there 
is a quality apprenticeship offer for these young people will be vital to the success of this 
programme as well as the provision of appropriate mentoring and support during their 
placement. 

Supporting housing associations to continue to deliver social value through apprentices in their 
supply chain 

We believe organisations should be able to use their apprenticeship levy funding within their 
supply chains. Housing associations have a strong record of delivering apprenticeships, 
traineeships and work experience opportunities within their organisations but also through their 
extensive supply chains. Allowing the levy to be used within wider supply chains would 
enhance the ability of housing associations to align their activities to maximise the social value 
they can deliver. Many of the organisations within the supply chain of the housing association 
sector are small/medium sized enterprises operating in the construction and maintenance 
sectors. Enabling associations to use the levy fund within their supply chain will help support 
many apprenticeships within the housing construction and maintenance sectors. Increasing the 
number of skilled operatives in these sectors will be vital if the government’s house building 
and wider infrastructure ambitions are to be met.  

Ensuring the funding mechanism works effectively and supports business growth 

To prevent artificial distinctions creating risks around expansion and growth we would like to 
see a staggered approach towards paying for the levy rather than a jump, say, between 249 
and 250 staff. It is important that businesses are able to expand and contract in response to 
the markets within which they operate without fear of a large jump in their costs should they 
fall into scope of the apprenticeship levy. 

We welcome the proposal that employers can access more funding for apprenticeship training 
than they pay into the levy system and believe this will help reward those employers who 
invest in apprentices. However, we believe that mechanisms need to be put in place to 
prevent the levy fund being skewed towards those sectors which may have a small number of 
very expensive apprenticeships (for example in STEM subjects). We believe that Government 
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should provide funding outside of the levy to top up some of the most expensive 
apprenticeships to ensure that the burden of funding for these important, yet costly, subjects 
is shared. 

We support the maximum flexibility for employers to spend their levy allocation and believe 
this should be spread over two years. It is important that employers have the ability to 
strategically plan how best to use their funds and the certainty to arrange the long term 
bespoke training which will most appropriately meet their needs.  We welcome the potential 
transfer of apprenticeship funding between employers who are not using it to those who are 
with an appropriate cap on any one employer’s spending. We believe that any underspend 
within the system should be used to support efforts to widen access to apprenticeships for 
disadvantaged groups and give more details elsewhere in our submission. 

Ensuring the system is genuinely employer led and structured to meet the needs of employers 

As the apprenticeship levy is to be funded by business we believe that there needs to be a 
high level of employer ownership and scrutiny of the overall system to ensure value for 
money and that it meets the needs of employers. This must include a focus on quality which 
will be critical to driving demand in order to achieve the three million apprentice starts target. 
Housing associations have embraced the opportunity to help design new Trailblazer standards 
for housing management apprenticeships and fully support the direction of travel towards an 
employer owned skills agenda. 

 


