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Dear Ministers 

Apprenticeship Levy and SME Co-Funding  

I write to set out increasing concern among chamber member companies about the impact the 
Apprenticeship Levy, and the new co-funding system for SME apprenticeships, is having on the 
recruitment of apprenticeships and workforce training. We strongly advise that the Levy and co-funding 
system are reviewed as a matter of urgency to give employers the flexibility to develop the skills they 
need to be competitive, and to avoid any further drop in apprenticeship recruitment and training 
volumes. 

The BCC represents 75,000 businesses, of all sizes, in all regions of the UK. Our member companies have 
a wide variety of training needs and include Levy payers, non-Levy payers and training providers. BCC is, 
therefore, well placed to comment on the impact of the reforms. 

  

We support the government’s drive to improve the quality and quantity of apprenticeships in the 
workforce and to improve the image and prestige of technical education. Businesses across all sectors 
and regions are reporting serious skills shortages and unfilled job vacancies. Employers need more 
people with technical skills and qualifications in the workforce and we recognise our shared 
responsibility to invest in the skills we need today, and in the future.   
  
The aims of the Apprenticeship reforms are laudable and supported, but we are concerned about 
the implementation. The areas for focus are as follows: 
 
 
 
 



Unintended consequences 
  
Businesses want to invest in workforce skills and the funding system needs to help businesses make this 
investment. The Apprenticeship Levy is having the opposite effect as It is too restrictive and is not 
helping firms train the workforce in the way that best suits the needs of the business.   
  
Six months ago, the BCC’s Workforce Survey revealed that over half of Levy paying firms didn’t expect to 
recover their money, and we are seeing evidence of this now.   Many of our chamber member 
companies are treating the Levy as a payroll tax because they are unable to make the complex and 
restrictive rules fit their training requirements.  While apprenticeships are greatly valued, they are not 
the only form of workplace training and, in many cases, the Levy has displaced budgets for other 
essential training requirements.    
 
Increased flexibility to ensure fit for purpose 
  
Businesses have different training requirements depending upon their size and sector, but the Levy and 
the new apprenticeship system appears to be an unhelpful one-size-fits-all solution. While some 
businesses are able to use their Levy for existing staff, including management training, others argue that 
the blanket requirement for 20% off-the-job training is unnecessary and unworkable. It becomes too 
difficult to manage in terms of backfilling roles in the business, so they are neither recruiting nor training 
apprenticeships. This is reflected in the recent statistics which show a very worrying fall in the number 
of apprenticeship starts since the Levy was introduced. 
  
Enabling an employer-led system 
  
Businesses want to help create a demand-led apprenticeship system which is valued by the employer 
and that gives the apprentice a portable qualification to optimise their choice of future learning, career 
progression and earnings potential. To achieve this, the restrictions surrounding the use of the Levy 
need to be relaxed. For example: 
  

• Extending the time businesses have in which to spend the Levy. Many of the apprenticeship 

Standards and End Point Assessments are not yet in place, which is delaying recruitment and 

training. 

• Extending the options for how businesses can spend the Levy.  Many firms want industry-

recognised qualifications to be included in the standards. Other significant Levy paying firms 

could over-recruit apprentices to their prestigious apprenticeship schemes, to the benefit of the 

local economy and sector if they could use the unspent Levy to contribute to the wages of those 

additional apprentices. Similarly, training providers may be more willing to accept risk in setting 

up new apprenticeships, if the cap on Levy spend per apprenticeship were lifted, and if business 

were able to schedule payments according to when the cost is incurred. 

• Increasing the percentage of transferrable Levy.  Many Levy payers would be willing to support 

apprenticeship recruitment and training in the local economy and the wider supply chain if the 

10% restriction on Levy transfers could be increased. Businesses have told us they are unlikely to 

get involved in Levy transfers if the administrative burden is perceived to be higher than the 

value of Levy that can be transferred. 



Businesses recognise the urgent need to invest in skills and that quality apprenticeships are part of the 
solution. The government’s efforts should be focussed on facilitating a skills market where employers 
have choice of quality provision at the local level and the flexibility to use their training funds to meet 
the needs of the business and the workforce.   
 
Non-Levy Payers (SMEs) and Barriers to take-up 
  
Our research shows that two thirds of non-Levy paying firms are confused by the changes and have 
made no plans for apprenticeship training in the business. For some sectors, the 10% co-investment 
requirement is a barrier to apprenticeships because it has increased their recruitment costs. 
  
The role of the ESFA and the Register of Approved Training Providers (RoATP) has added confusion and 
difficulty to the situation, where changes in funding rules have forced some providers out of business 
and others to withdraw training provision. Businesses are questioning why their existing providers are 
not on the RoATP, while other providers who have been graded inadequate by Ofsted are listed and 
receiving funding. 
  
While BCC continues to back the Government’s drive for more quality apprenticeships in the workforce, 
and we are not seeking to remove the Levy, we believe the way in which the policy is being 
implemented poses genuine risks. The confusion, delay and frustration caused – both by the Levy’s 
restrictions and the SME co-funding rules – is now impacting on investment, recruitment and training. 
Urgent action is needed to resolve these issues if we are to achieve parity of esteem for technical 
education and address the serious and acute skills shortages holding back the economy.  
 
The BCC is working closely with the Department for Education and the Institute for Apprenticeships to 
ensure that the needs of businesses of all sizes and regions are reflected in the development of the new 
technical education and apprenticeship system. We stand ready to support businesses and the 
government in getting a demand-led skills system that meets the needs of the UK economy. 
  
Yours Sincerely,  
 
 
 
Dr Adam Marshall 
Director General, British Chambers of Commerce 
 


