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Adult Education Budget - Approach to Commissioning 
 
Summary 
 
The devolution of the Adult Education Budget (AEB)1 for 2019/20 has resulted in major changes to 
the way in which the AEB is being allocated and procured across England.  This has led to 
unintended consequences, particularly for Independent Training Providers (ITPs) where there is 
now a risk that flexible, high quality and specialist adult education and skills provision may be 
removed from areas, leaving gaps for learners and potentially having a detrimental impact to the 
social mobility of unemployed adults and adults in employment looking to progress. 
 
Whilst AELP welcomes the move to devolved responsibility for adult skills and fully supports 
the notion of greater commissioning powers, we urge that the entire AEB is procured 
through a commissioning approach for all providers.   
 
There has for too long, been a severe imbalance in the distribution of AEB funding.  The levels of 
direct AEB delivery by ITPs has been very low because they have only ever been able to access 
10% of the total available funding, with the rest (90%) being allocated as grants.  The devolution of 
50% of the AEB is a good start, although that has brought its challenges with different approaches 
and timescales across the Mayoral Combined Authorities (MCAs) and the Greater London Authority 
(GLA).   
 
We believe that a 100% procurement approach for the total AEB would be an effective way to 
ensure the funding is directly available to those providers who meet the local needs for individuals 
and employers, through high quality, flexible and innovative provision that is delivered in the 
workplace and local communities.   
 
We urge all stakeholders to collectively strive to ensure that lessons learnt from previous 
approaches to AEB inform how it is further devolved, and more importantly, ensure that the funding 
is effectively managed and waste in the AEB delivery system is eliminated.  In light of the huge 
underspends that have devalued the AEB’s impact in recent years and led to poor value 
subcontracting, the moves towards tenders and considering measuring successful outcomes 
regionally in a different way are to be welcomed rather than institutionally led approaches.   
 
The critical areas that need greater focus and transparency such as the high levels of AEB 
underspend and what is actually happening under AEB subcontracting are both covered in more 
detail in this paper.   
 
AEB - Direction of travel  
 
AELP has developed good relationships with the MCAs and the GLA.  We have supported market 
engagement activities and provider matching events to facilitate the introduction and development 
of partnerships across all provider groups – this has been very well received.  Through our 
                                                
1 https://www.gov.uk/guidance/adult-education-budget-aeb-devolution#what-aeb-devolution-includes  
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interactions to date, we have seen an increase in the amount of AEB being procured rise from 10% 
to 30%, table 1 below provides a summary of this.  It should be noted that the calculations have 
been based on grant funded delivery within the combined authority areas, and not on total AEB 
delivery in 2017/18.   
 
Table 1: Devolved AEB 2019/20 by Area 
 
 Total Devolved AEB AEB Tender Value % of Total 

devolved 
AEB for 
procurement 

Greater London Authority £306.6m 
(confirmed) 

£32.5m 
(estimated) 

10% 

Tees Valley £30.5m 
(estimated) 

£30.5m 
(estimated) 

100% 

Cambridge & Peterborough £12m 
(estimated) 

£2.5 to £3m 
(estimated) 

30% 

Liverpool City Region £50-£52m 
(estimated) 

£10-15m 
(estimated) 

28% 

West of England £14.7m 
(confirmed) 

£14.7m 
(confirmed grant approach 
for all providers with 
historical delivery – approx. 
80% FE and 20% other) 

TBC following 
outcome of 
grant and gaps 
identified  

Greater Manchester £92m 
(estimated) 

£20m 
(estimated) 

22% 

West Midlands £125.6m 
(confirmed) 

£28m 
(confirmed) 

22% 

 
Interestingly, with the opportunities, freedom and flexibilities that devolution presents, only the Tees 
Valley has moved away from grant-based allocations to 100% commissioning for all providers given 
a high volume of subcontractors were delivering in the area and around 80% of college AEB was 
subcontracted.  AELP fully supports this approach and stresses that this should be the direction of 
travel for all AEB procurement.  The other authorities have continued with grant allocations based 
on 2017/18 data for colleges and local authorities.   
 
 
The case for a 100% commissioning approach for the total AEB 
 
AELP recommends that the MCAs, GLA and government agencies review approaches and consider 
a 100% commissioning model for the procurement of the total AEB for all provider groups.  We 
believe this would: 
 

1. Allow for a fair and open, demand-led approach to the procurement of AEB.  All 
provider groups would be required to bid for realistic funding amounts based on their 
capability to deliver against the priorities set out under each of the areas’ skills plans and 
their emerging Local Industrial Strategies (LIS), specifically: 
 

a. All providers would have equal opportunities to clearly articulate and demonstrate 
through a bidding process how they could directly deliver on MCA/GLA local priorities 
with the much-needed flexibilities being requested to meet learner and employer 
needs in the areas and achieve the necessary outcomes both in the workplace and in 
the community.  Direct procurement of varied and flexible provision is crucial for both 
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employers that want staff to undertake learning that supports progression in a 
workplace setting allowing for greater flexibility and on the job contextualisation, and 
for the social mobility of those adults in the community who have commitments such 
as child care or responsibilities as carers.   

b. Encourage MCAs and the GLA to fully embrace the benefits and flexibilities that 
devolution presents.  A fully procured commissioning model would provide them full 
visibility of the adult offer directly from bidders and how it maps to their asks rather 
than assuming they will get what they need from large grant-based providers and 
their supply chains.  We have been advised that the current system is not meeting 
their needs and the risk here is that the MCAs and GLA will get more of the same.  

c. As previously mentioned, the Tees Valley Combined Authority has deployed a 100% 
commissioning approach for their entire devolved funding driven by the fact that over 
half of their AEB has been delivered through subcontracting arrangements.  We 
would urge that learnings from this inform the national approach.   

 
2. Address the issue of recurring AEB underspend and procure funding more effectively 

at source to ensure the delivery of provision to the right learners, in the right place, at 
the right time.  It is a known fact that large amounts of funding are held up in the system by 
grant providers who have not been able to deliver.  This continues to present major issues 
for those providers who are successfully delivering under contracts for services, for example: 
 

a. ITPs are often approached by colleges carrying large amounts of underspend for 
subcontracting, sometimes with ‘conditions for delivery’ very late in the delivery year.  
This makes it impossible for ITPs to strategically plan delivery; ultimately the impact 
is on learners and employers which hinders social mobility and progression for those 
in work.   

b. Large cohorts of learners are having to be placed ‘on hold’ due to lack of funding 
amongst contract for services providers, in some instances preventing delivery from 
going ahead at all.   

c. AELP has been contacted by members who struggle to identify grant providers who 
may be on a trajectory to underspend.  There is no timely transparency or data that is 
periodically or publicly available from any official source. 

We highlight here that the 2016/17 AEB underspend amounted to £63m with early 
indications in June 2019 that 2017/18 saw 441 grant funded colleges and providers 
underspending by around £76m (final figure to be confirmed), leaving much of the sector 
frustrated and unable to plan delivery in a timely way to respond to critical learner and 
business needs.  It should be noted that 74 providers over-delivered provision that was not 
paid for, worth a combined total of £2.6 million.   
 
The position for 2017/18 and 2018/19 is likely to re-enforce the above, even if the underspend 
is less, it will be underspend nonetheless and rightly highlights a need for immediate changes 
in the management and distribution of funding.  In the very short term, there is an immediate 
and critical need to ensure that:  

 
d. AEB underspend 2018/19 is reallocated to providers who are delivering through 

contracts rather than allowing prime providers to continue to subcontract their 
underspend at the last minute, which again comes at a cost leading to less funding 
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going to learners as it is swallowed up by management fees or continues to be 
counted as underspend.   

e. Going forward, last minute subcontracting driven by AEB underspend should not be 
permitted to continue as the norm, particularly with the year on year reductions in 
funding and the impact this is having on the adult education across all areas. 

AELP’s call for 100% commissioning of the entire AEB would eliminate these issues, we 
strongly support a fully outcomes-based procurement approach that either pays on delivery  
or pays on profile with regular reconciliation to allow for any underspend to be reallocated in 
a timely way for positive impacts for all client groups. 

 
Understanding AEB management information and the data that sits behind this to make 
informed decisions.   
 
Whilst the MCAs and the GLA have carried out their own analysis regarding AEB delivery within 
their areas on provision, subcontracting, labour market and skills needs, we collectively and 
consistently need to better understand who has delivered what, when, where and how.  It is critical 
to get a detailed and accurate understanding of historical and future AEB delivery through more 
transparency and the availability of meaningful data, at the required levels, which should be used to 
inform and implement more refined approaches to both devolved and national AEB in future years.  
This would support market stability across adult education in the areas and better serve learners 
and employers in the workplace and in the community.  As previously mentioned, a key area that 
needs to be better understood is the part that subcontracting has played and the importance of 
promoting good subcontracting practices for all funding streams, including AEB.   
 
AEB and the case for good subcontracting can be strong if it is implemented, managed and 
monitored well.  
 
Whilst good AEB subcontracting plays an important role in the delivery of flexible, specialist and 
niche provision, it is important that the decisions around the need to subcontract are supported by 
strong strategic drivers and collaborative partnerships that deliver value all round.   
 
AELP’s understanding through members and stakeholders is that decisions to subcontract AEB 
have not always been driven by strategic needs and effective planning.  We need to gain a detailed 
understanding of what is happening in the subcontracting area of AEB, identify and address poor 
practices and promote good practice.  The availability and visibility of the relevant data is a first step 
to understanding this, however: 
 
a. Subcontracting data that is publicly available does not drilldown to funding streams or contract 

types, it is therefore not possible to understand who subcontracts AEB, when it is subcontracted 
and how much AEB provision is subcontracted by provider or area. 
 

b. Some high-level analysis based on 2017/18 AEB enrolments data indicates that just under a 
quarter of total AEB delivery was subcontracted.   
 

c. On top of this, a significant proportion of funds would have been swallowed up in management 
fees delivering less value for the public pound and reducing the number of learners that 
potentially could have been funded and benefited from training.  
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d. As previously mentioned above, there has been significant AEB underspend reported 
specifically against the mainstream participation element of the AEB for the 2016 to 2017 
academic year at £63m.  We still await details of more recent years.   

 
e. In our opinion, there is an urgent need to address and simplify how the entire AEB is 

commissioned and how it could be better utilised through more direct delivery, with 
subcontracting to be strategically planned to meet specific needs where required.  AELP’s 
recommendation is to move towards a 100% procurement approach for all provider groups for 
both devolved and non-devolved AEB.  In our view this would streamline and simplify 
processes, release funding for delivery that is unnecessarily held up in the current system and 
hold all AEB providers directly to account through a common performance management 
approach.  
 

f. There is no overall visibility of how much AEB funding goes towards unrealistic management 
fees, which could fund provision for more adult learners.  We know that there is a lack of 
capping of subcontracting fees and charges on national AEB and in some of the devolved areas. 

 
Table 2 below outlines what we know regarding the devolved areas and subcontracting thus far, as 
already stated the information is not consistently or centrally available. 
 
AELP requests transparency on the level of AEB that is subcontracted as this is crucial to 
understanding what is happening and identify negative trends for which AELP could 
facilitate solutions.  We request that this data is: 

• reported twice yearly - mid-year and end of year 
• reports on value (£) of subcontracted AEB by area, by provider type, by contract type 

(grant or contract for services), lead provider, list subcontractors, management fees, etc 

Table 2: MCAs/GLA Analysis on subcontracting, information captured to date: 
 
 AEB 

Direct 
Delivery 
 

AEB 
Subcontracted 
Delivery 

No of 
grant 
/direct 
providers 

No of 
subcontractors  
 

No of learners 
under 
subcontractors 

Subcontracting 
fees for 
2019/20 

Greater London 
Authority  

     20% cap 

Greater 
Manchester 

71% 29%   12,344 No cap 

Cambridge and 
Peterborough 
(2016/17) 

59% 41% 174 123  12,558 20% cap 

Liverpool City 
Region 

     20% cap 
suggested 

West of England   180   20% cap 
West Midlands 
(2017/18) 

66% 34% 287 159   No cap 

Tees Valley 
(2016/17) 

71% 29% 177 98  13,307 No cap 

 
Whilst some MCAs and the GLA have set a 20% cap on management fees this is not common 
across all areas. The issue of subcontracting and management fees is still an area that remains 
unstable amongst the devolved/delegated areas.  AELP recommends that all fees should be clearly 
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justified and should be capped at 20% to ensure adequate funding is being spent on high-quality 
front-line delivery. 
 
AELP stresses that if AEB subcontracting is not monitored and reported on, it cannot be 
assessed or managed and the sector will not be able to understand the true value of 
subcontracting of the AEB, an area where funding overall has drastically reduced year on 
year. 
 
AELP Guide to Devolution 
Following several queries and requests for support received by AELP on devolution, the AELP 
Guide to Devolution was developed which is essentially a toolkit to support commissioners with 
devolved/delegated responsibility for the AEB in their planning and thinking as they transition from 
influencing to full responsibility. This toolkit includes four short sections on the following highlighting 
good practice based on lessons learnt: 
 

• Procurement  
• Subcontracting best practice – cap fees at no more than 20% 
• Governance 
• Systems, processes & data capture 

AELP will continue to engage and work with all devolution stakeholders and is happy to facilitate 
further discussions on our recommendations for a fully procured approach to the total AEB for all 
areas. 
 
About AELP: 
Members of the Association of Employment and Learning Providers (AELP) support employers in 
the delivery of over two-thirds of apprenticeships in England and they deliver other publicly funded 
skills and employment programmes. The majority of AELP’s 900 members are independent private, 
not-for-profit and voluntary sector training and employment services organisations with employers, 
universities, FE colleges, schools and end point assessment organisations joining AELP in 
increasing numbers.   
 
Association of Employment and Learning Providers (AELP) 
A: 9 Apex Court, Bradley Stoke, Bristol, BS32 4JT 
T:  0117 986 5389        
E:  enquiries@aelp.org.uk  
W:  www.aelp.org.uk  
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