
1 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

AELP Submission: #23 

 
Work and Pensions Select 

Committee: 

Inquiry into Universal Credit and In-

Work Progression 

 

January 2016 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



2 

 

Work and Pensions Select Committee: 

Inquiry into Universal Credit and In-Work 

Progression 
 

 
Introduction 

The Association of Employment and Learning Providers (AELP) represents the interests of 

a range of organisations delivering vocational learning and employment and employability 

support. The majority of our 750+ member organisations are independent providers (from 

both the private and third sectors) holding contracts with the Skills Funding Agency (SFA) 

for Apprenticeship and non- Apprenticeship (adult skills budget) provision, with many also 

delivering programmes for the Department for Education (Education Funding Agency) and 

Department of Work and Pensions (DWP). Whilst AELP has England as its primary remit, 

many of our members are involved in the delivery of employment and skills programmes in 

the devolved nations and work with employers who operate throughout the United Kingdom. 

In addition to these we have a number of colleges in membership, as well as non-delivery 

organisations such as awarding organisations as Associate Members, which means that 

AELP offers a well rounded and comprehensive perspective and insight on matters relating 

to its remit. 

 

Enquiries relating to this response should in the first instance be directed to: 

 

Paul Warner 

Director of Policy and Strategy 

M: 0790 491 3479 

E: pwarner@aelp.org.uk 
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Summary 

a) We advocate a service whereby skills providers are incentivised to encourage 
employers to link success in work-based or work-related learning with an increase in 
pay for the learner concerned, up to the point where the individual is no longer reliant 
on Universal Credit (UC). 

b) Given that training providers already provide in-work support using funding available 
through the SFA and EFA,  we do not believe that Jobcentre Plus are best placed to be 
leading on this sort of provision. 

c) We strongly believe that such in-work support should be contracted out, and would 
suggest that the existing work-based learning infrastructure would be in a prime 
position to achieve the results required. 

d) We have a concern that the incoming Apprenticeship levy will have the effect of 
displacing monies that may otherwise be spent on a wider range of in-work training, 
and may also have reduce the willingness of some companies to pay non-
Apprenticeship workers more. 

e) This should be a voluntary programme and should not involve sanctioning for non-
compliance. 
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 Which organisations are best placed to deliver the in-work service for DWP, eg 

Jobcentre Plus? Plus/other providers from the private, public or voluntary 

sectors? 

 
1. In our submission to the Select Committee’s enquiry into the Work Programme in 

August 2015, we suggested at paragraph 11 that any re-engineered Work Programme  
“should additionally support those that are in work but need further support such as 
skills programmes that allow them to get out of benefits and into completely self-
supported paid work”. We are therefore keen that this concept be considered by the 
DWP in their plans for in-work service to increase incomes. 

 
2. It is however important firstly to be clear what is being examined in the notion of DWP 

“encouraging” an increase in income. Does this mean moving employed people 
between jobs to increase pay? Or does it mean sustaining work by encouraging in-
work training to consolidate job and career prospects whilst increasing income? These 
are two quite different propositions. 

 
3. If it is the former, then it is difficult to see why the Work Programme has been replaced 

by a Work and Health Programme only 20% of its size. However, it is also difficult to 
see the wisdom in merely encouraging churn in low-level employment, which will not 
actually raise overall levels of pay but merely “shuffle the cards” that people are dealt.  

 
4. It would surely be wiser to build strong foundations for a higher-skilled economy, and 

on this basis we would strongly advocate that any  “in-work service” should be seeking 
to link successful in-work training with pay increases. We would therefore advocate a 
service whereby skills providers are incentivised to encourage employers to link 
success in work-based or work-related learning with an increase in pay for the learner 
concerned, up to the point where the individual is no longer reliant on Universal Credit 
(UC). In-work training does of course already exist and is funded by both the Education 
Funding Agency and Skills Funding Agency – albeit via budgets which have taken 
relatively large hits in recent years (around a 26%  reduction in the case of the SFA’s 
Adult Skills Budget). There always has been a clear willingness on the part of the State 
to fund in-work training so in itself the concept is nothing new – what however is new is 
the desire of the State  to facilitate increased individual incomes across the board and 
we believe the best and most positive way of doing this is to facilitate more in-work 
training.  

 
5. It is clear to us that any support must focus on dealing with the barriers to achieving the 

desired outcome, and the difference between DWP’s welfare-to-work programmes as 
they currently stand and the notion of in-work progression is, of course, that 
employment has already been attained. This therefore presents a slightly different set 
of challenges  for individuals and their providers to face; given that training providers 
already provide in-work support using funding available through the SFA and EFA,  we 
do not believe that Jobcentre Plus are best placed to be leading on this sort of 
provision as their skillsets and priorities are in a completely different direction. 

 
6. For this reason, we strongly believe that in-work support should be contracted out, and 

would suggest that the existing work-based learning infrastructure would be in a prime 
position to achieve the results required. Ofsted’s Chief Inspector’s Report in December 
2015 made a number of challenges to the skills sector to “up its game” in terms of 
quality, but even given that, it found that 79% of independent providers were rated as 
“Outstanding” or “Good” and that 91% of around 12,000 learners surveyed said they 
would recommend their provider to a friend. BIS research has also consistently shown 
high levels of satisfaction with skills providers from the point of view of employers, and 
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it is with this in mind that we say that the existing skills infrastructure has a clear and 
almost unchallengeable case to be at the forefront of the delivery of in-work 
progression provision for DWP alongside, and supporting, its work for BIS, DfE and 
others. 

 
7. There are however some tensions across government policy in introducing a policy 

such as this. For example, AELP has already expressed concerns about the 
introduction of the Living Wage1 and whether this may have a detrimental effect on the 
training of those aged over 25 because of the additional costs for employers, and 
similar concerns may apply here if employers are being very actively persuaded to 
increase employment costs as a result of training. That said, there is an old saying that 
whilst it costs an employer to train a worker, it will cost them more if they do not, and it 
is this message that should be put forward in promoting the in-work service rather than 
merely relying on the social conscience of employers to just increase incomes without 
seeing a return for their outlay – in this case, through the increased productivity that 
training can bring. 

 
8. Another tension is the introduction of the Apprenticeship levy on larger firms, due in 

2017. This introduce what is effectively a payroll tax of 0.5%, hypothecated against 
expenditure on Apprenticeship training. There is a concern that this will have the effect 
of displacing monies that may otherwise be spent on a wider range of in-work training, 
and similarly it may also have the effect of reducing the willingness of some companies 
to pay non-Apprenticeship workers more in terms of their pay. All such factors must be 
taken into account in evaluating whether or not an in-work service of the nature 
envisaged by DWP is practicable and achievable. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                 
1
 AELP submission to Low Pay Commission Consultation on the Minimum Wage, September 2015 - 

http://www.aelp.org.uk/news/aelp-blog/details/national-minimum-wage/  

https://www.livingwage.gov.uk/?gclid=CjwKEAiA8K20BRDetNv3p6DNhXwSJADSwa3twRbxbAhGIVwlGrANTn8oFktOqQkVZW7r2gRyqpJZOhoCokfw_wcB
http://www.aelp.org.uk/news/aelp-blog/details/national-minimum-wage/
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 What should in-work progression support entail and how should it be delivered 

(eg regularity and nature of contact with claimants). Which groups of claimants 

should be included and which should be exempt? 

9. The current model of in-work support is led by the level of qualifications of the 
individuals, with qualifications up to Level 2 and English/maths being funded by 
government. We believe this should continue and be extended through additional 
programmes that could also support the longer-term unemployed who are now in  work 
but still claiming benefits.  

 
10. We are not however convinced of the necessity of prescribing the nature of provision 

for individual claimants of UC who would access in-work progression support. The 
Work Programme itself has shown that the concept of the “black box” has allowed 
providers to tailor programmes according to individual needs of the participants, and 
has done so whilst producing at least comparable results to previous programmes but 
with considerable savings to the public purse, partially through the judicious use of the 
DEL/AME switch to fund outcomes. In principle, any in-work progression scheme 
should follow the same lines. 

 
11. We believe that this must be  a voluntary programme whereby Universal Credit 

claimants are offered the possibility of working with a provider to facilitate in-work 
progression with the aim of increasing income to a range whereby a UC claim is no 
longer necessary. This in itself infers a very tailored programme as each individual’s 
benefits entitlement will be different, and therefore the actions needed to reach the 
objective of no longer claiming UC will be different also – the contents of support to 
give a “small push” over the line will be very different to a long-term plan to (for 
example) double their income. 

 
12. Providers retained to deliver this service should be able to demonstrate extensive 

employer contacts, and/or the possibility of engaging employers within the programme 
to facilitate progression. This may, for example, be by linking success at work-based or 
work-related learning delivery, drawn up on the basis of a tailored and individualised 
plan (informed by the Claimant Commitment) to agreements with employers to 
increase pay scales on achievement. Providers would fund the programme through the 
use of their existing  SFA (including Apprenticeship) budgets, which would be 
supplemented by DWP funding calculated against the increase in baseline earnings of 
the individual involved as a result of their success. In turn, this would be funded by 
DWP through a DEL/AME switch from projected Universal Credit payments on a 
formula predicated on the percentage increase in earnings achieved by the individual 
concerned. 

 
13. Core delivery funding would therefore be supplemented by an outcome payment for the 

actual income progression achieved, serving a dual policy purpose – it incentivises the 
provider to achieve real monetary gain for the individual as a result of their learning – 
something which is not required under current skills funding regime – in addition to the 
delivery of the learning itself, with the more general positive impact this has on the 
individual, the employer and the economy as a whole. Delivering real income gain for 
the individual learner will require a different approach to engaging employers however, 
and this may mean that employers that might otherwise have hosted work-based 
learning may not do so if a guarantee of salary progression for the learner is also 
required. The DWP in-work progression funding would remunerate the provider for the 
different operational approach that this would require, and offset any employer  
engagement “losses” they may incur when marketing the programme. There would 
therefore be no double-funding involved as the DWP funding would be paying for and 
incentivising the achievement of a new and different policy objective. 
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 How should employers be encouraged to facilitate progression? 

14. It is a general truism that employers will first and foremost require a bottom-line return 
on any investment in time, money or resources that they make, and this programme 
would be no different. 

 
15. A model such as that outlined above would require providers to have marketing 

narratives that strongly emphasise  the economic and productivity returns of work-
related and work-based learning for individual employers.  Whilst it is already the case 
that this happens, a programme such as this would rely on a finely honed evidence 
base in order to persuade employers to guarantee income progression as a result of 
achievement in learning, and would therefore support wider government objectives of 
persuading employers to invest in training because it is fort their own benefit. 
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 In what circumstances would it be appropriate to sanction a UC claimant who is 

in work? 

16. We do not believe that a sanction regime would work. There is a fundamental point that 
if the objective is to build an individual’s income, then sanctioning them (ie reducing 
their income) for not participating in what is a voluntary programme is pointless.  A 
programme such as that outlined above will be centred on core work-based learning 
provision, which is already highly regulated and controlled and which in general has a 
satisfactory rate of retention in programmes of study. We do not therefore support the 
notion of sanctioning against the model we have suggested. 
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 Is there any UK or international evidence on effective ways of encouraging in-

work progression? 

17. Earlier in this document we suggested that the promotion of an in-work service to 
employers must focus on the return on their investment of time and resource in 
training. The Centre for Economics and Business Research published evidence in 
March 20152 which demonstrated the economic benefit to employers of hiring 
Apprentices, quoting productivity gains from employing an apprentice long-term 
average at £214 per week, ranging from £83 in the retail sector and £114 in health, 
public services and care, up to £401 in construction and planning, and £414 per in 
engineering and manufacturing. 

 
18. The (then) Skills Minister Matthew Hancock was similarly taken with the benefit of 

Apprenticeships to the income prospects of the individuals following them when he 
wrote to all Apprentices in England in October 20133 saying that DfE/BIS research 
showed that “those who achieve an Intermediate Level Apprenticeship can earn an 
average of £48,000 to £74,000 more over their lifetime than those with lower level 
qualifications. This rises to between £77,000 and £117,000 for Advanced Level 
Apprenticeships.” This evidence should also be used in support of encouraging those 
in lower-level unskilled jobs to consider training. 

 
19. In terms of the effect of training more widely on incomes, then in 2004 the Institute for 

Fiscal Studies reported that “work-related training is associated with significantly higher 
productivity. A one percentage point increase in training is associated with an increase 
in value added per hour of about 0.6% and an increase in hourly wages of about 
0.3%”.4 More recently, this was supported by BIS research in 20155 that found “that all 
qualification categories provide positive and statistically significant earnings premiums, 
but returns are particularly high for Full Level qualifications.” There is in fact 
considerable research available – not least from BIS itself – showing that training has 
an undoubtedly positive effect on wages and income, and therefore our proposition that 
this should be the basis for an in-work service of the nature envisaged by DWP is 
clearly based on strong evidence of efficacy. 

 

 

 

 

 

 

                                                 
2
  CEBR, Benefits of Apprenticeships to Business Report, March 2015 - http://www.cebr.com/reports/uk-to-gain-

18bn-from-apprenticeships/  
3
 Cited at  http://www.tpmnow.co.uk/minister-for-skills-matthew-hancock-writes-to-apprentices-about-pay-

rates/#!prettyPhoto  
4
IFS, The Impact of Training on productivity and Wages: Evidence from British Panel Data,  2004 

http://www.ifs.org.uk/wps/wp0516.pdf  
5
 BIS,Research Paper Number 195, Estimation of the Labour Market Returns to Qualifications Gained in English 

Further Education, 
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/383646/Estimation_of_the_la
bour_market_returns_to_qualifications_gained_in_English_Further_Education_-_Final_-_November_2014.pdf  

http://www.cebr.com/reports/uk-to-gain-18bn-from-apprenticeships/
http://www.cebr.com/reports/uk-to-gain-18bn-from-apprenticeships/
http://www.tpmnow.co.uk/minister-for-skills-matthew-hancock-writes-to-apprentices-about-pay-rates/#!prettyPhoto
http://www.tpmnow.co.uk/minister-for-skills-matthew-hancock-writes-to-apprentices-about-pay-rates/#!prettyPhoto
http://www.ifs.org.uk/wps/wp0516.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/383646/Estimation_of_the_labour_market_returns_to_qualifications_gained_in_English_Further_Education_-_Final_-_November_2014.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/383646/Estimation_of_the_labour_market_returns_to_qualifications_gained_in_English_Further_Education_-_Final_-_November_2014.pdf
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