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Summary of Recommendations: Spending review 2019 
 
This submission sets up out a number of proposed areas aimed at helping to rebalance the skills 
systems, including the apprenticeship system through improving productivity, social mobility whilst 
also helping to ensure we have a healthy and sustainable long term funding model.  These will 
address the current deficiencies, and unintended consequences which have been identified by many 
including various government entities since the implementation of the Apprenticeship Reforms in 2017 
and allows significant growth to meet demand at all levels in a long term sustainable way.   
 
AELP proposes the following ten priority areas for the 2019 Spending Review for further education: 
 
Apprenticeships 

1. Ensuring adequate levels of overall funding for apprenticeships at all levels, be that from 
additional apprenticeship levy or other sources (in particular the 16–18 budgets and HE for 
level 6 and above), to enable funding to match employer demand at all levels. 
 

2. If there are funding constraints, a standalone non-levy apprenticeship budget of a minimum of 
£1bn to ensure the 98% of employers not paying the apprenticeship levy have access to high-
quality apprenticeships to help them drive their productivity.  

 
3. Equitable funding for learners needing English & maths functional skills when delivered as 

part of an apprenticeship, which is at least equal to the current classroom fully-funded rate.  
 

4. The need for a revised set of financial incentives on apprenticeships for both providers and 
employers for supporting young people in order to rebalance the focus of early talent.  

 
5. Ensuring that prisoners are included within the definition of employees for the purpose of 

apprenticeships when working on temporary release or within the prison to enable them to 
start a full apprenticeship. 

 
Traineeships 

6. Additional funding to support the relaunch, growth and promotion of Traineeships to support 
young people progress into work an apprenticeship or further education or training enhancing 
their productivity and social mobility.  
 

Adult Education, National Retraining and UK Shared Prosperity Fund 
7. An increase in adult funding for both the national budget and combined authorities budget to 

meet the ever-increasing demand in adult skills including literacy, numeracy, digital and first 
level 2 provision. 
 

8. The competitive procurement of all the remaining ESFA managed national Adult Education 
Budget (AEB), including grant allocations to ensure value for money, meeting the need of 
communities and employers, and more of the budget being spent on front line delivery rather 
than absorbed by needless management fees and charges.  
 

9. A clear statement of commitment and clarity on future UK Shared Prosperity Fund (UKSPF), 
the replacement for the existing European Social Fund (ESF) funding to support ongoing 
investment in sector capacity and expertise.  
 

10. Ensuring there is adequate additional participation funding available to all providers to enable 
the success of the government’s new National Retraining Scheme which will signpost adults 
to appropriate flexible learning programmes to allow them to reskill and retrain, including those 
at threat through automation. 
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The Association of Employment and Learning Providers (AELP) is a national membership body with 
over 900 members. Our members support employers in the delivery of 75% of apprenticeships in 
England and they deliver other publicly funded skills and employment programmes. The majority of 
our membership 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 also now joining AELP in increasing numbers.    
 
Despite being the poor relation in regards to government subsidy to both school and higher education, 
further education and particularly the work based programmes play a critical role in correcting the 
deficiencies of the current schooling system and offer a real alternative to the classroom-based 
programmes offered by higher education. The outcome of the 2019 Spending Review will have a 
critical impact on the further education landscape, especially for the government’s flagship 
apprenticeship programme which is fast approaching a cliff edge in regards to an anticipated £500m 
overspend for FY20-21. As the Permanent Secretary to the Department for Education put it to the 
Public Accounts Committee in response to the National Audit Office report on progress of the 
apprenticeship programme “hard choices will need to be made” if additional funding is not provided 
to support the growing demands of employers and the objectives of government in using the skills 
system to drive both social mobility and productivity in this country.  There are significant parts of the 
sector who struggle with the underlying facts that despite the overall start numbers being down 
significantly from previous years, especially at level 2, at non-levy paying employers and for 
apprentices aged under 25s, the funding for non-levy paying employers is running out and has been 
capped with no funding to support any future growth between April 2019 to March 2020.  
 
 
Apprenticeships 
 
Ensuring adequate levels of overall funding for apprenticeships, be that from additional 
apprenticeship levy or other sources, with funding to match employer demand. 
 
The growing pressure on the apprenticeship budget has been driven by a number of factors. In most 
cases, apprenticeship standards, including the new end point assessment carry a substantial financial 
premium over previous apprenticeship frameworks. Numbers are down, but the cost per start has 
increased as the new higher level apprenticeships (levels 4-7) are significantly more expensive, which 
leads to a major increase in the average cost per apprentice. The introduction, increase in availability 
and subsequent growth in take-up of new level 6 and level 7 apprenticeships (which attract 
significantly more funding than the historically popular level 2 and level 3 programmes which were the 
only real option prior to the Apprenticeship Reforms) has increased the funding consumption and put 
significant pressure on the finite budget. 
 
As a result of the success of the apprenticeship levy policy, government should continue to increase 
the scope of the apprenticeship levy through a combination removing the £3m payroll threshold and/or 
by increasing the current 0.5% levy on those currently in scope. Government should expand the 
current scope of employers paying the apprenticeship levy as opposed to solely focusing on 
attempting to drive down the cost of the apprenticeship product, which will lead to a reduction in 
apprenticeship quality. The rhetoric of “quality replacing quantity” (3m target) as the Government’s 
new approach needs actually to align with the implementation of this new policy. Increasing the scope 
of the apprenticeship levy would be a more effective strategy in providing additional funding to support 
the growing demand for the apprenticeship programme across all employers at all levels.  IT would 
also enable the 5% employer contribution to be removed at the lower levels.    
 
There should be a core level 2 and level 3 entitlement for full funding by government for both adults 
and young people to correct market failure and provide a basic social mobility entitlement, as well as 
productivity gains as identified by the government, to all the learners that wish to undertake an 
apprenticeship. Indeed, there are many sectors where coming in at level 2 is prerequisite and 
necessary to enable progression through the roles and building a career. This core entitlement will 
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help improve social mobility and support the government’s own social mobility agenda. For young 
apprentices, this would give parity with learners who remain in school at no cost to the learner, and 
for adults, this would have synergies with the current government policy of a fully funded entitlement 
offered as part of the Adult Education Budget (AEB). In summary:  

 
 

Apprenticeship 
Level 

Young Apprentices  
 

Adult Apprentices  
 

Levels 2-3 100% funded by government  
0% co-investment contribution by employer 

Levels 4-5 95% government funded 
5% co-investment contribution by employer 

Levels 6-7 No government funding available 
100% contribution by employer and/or individual (via student loan) 

 
 

 
The Post-18 Education and Funding Review presented itself in a timely manner when tuition fees are 
at their highest ever recorded, and the average student is now graduating with £50,000 worth of debt 
and no guarantee of employment in their sector upon completion with roughly 50% not getting a 
graduate job on leaving university.  AELP strongly believes that over time, a proportion, possibly half, 
of the annual £10bn spent on tuition fees should be made available for apprentices, to support the 
growth in higher and degree-apprenticeships who still receive a full University degree. We strongly 
believe this to be one solution to solving the current funding crisis the higher education sector is facing 
and will provide far better progression for a large proportion of higher education and training students. 
Furthermore, we believe there should be a review to look at the notion of match-funding between the 
employer (levy) and learner (loans). 
 
These programmes should be funded either commercially by the employer and/or through a student 
loan taken out by the individual or whatever combination of student / employer / government grant 
contribution the government proposes for degrees following the review of post-18 education and 
funding. By providing HE funding for level 6 and level 7, it will enable the higher level apprenticeships 
to flourish and grow while reducing the growing pressure on the apprenticeship budget for all other 
levels. Prior to the introduction of degree apprenticeships and funding from government, employers 
and individuals were used to funding this high-level provision directly. Indeed, there were 135,000 
employer funded degrees prior to the levy being introduced. As of February 2019, there have been 
77 fully approved level 6 and level 7 apprenticeships with an average funding band cap of £22,519. 
The April 2019 Levy Statistics published by the Department for Education has recorded 10,870 L6/L7 
starts in academic year 17/18, an increase of 539% from academic year 16/17 starts numbering 1700. 
 
Link to AELP Apprenticeship Sustainability Paper 
 
If there are funding constraints, a standalone non-levy apprenticeship budget of a minimum 
of £1bn to ensure the 98% of employers not paying the apprenticeship levy have access to 
high-quality apprenticeships to help them drive their productivity.  
 
The government’s hypothecated assumption that £1bn (circa 50%) of the apprenticeship levy would 
go unspent each year and that this would offset the government’s need to directly fund the non-levy 
paying marketplace has again been showed to be deeply flawed.  
 

If there are funding constraints, a guaranteed minimum budget for non-levy employers of at least £1bn 
per annum is required to fund the demand for non-levy paying employers. This figure is based on pre-
levy delivery, and average cost so will not necessarily fund the shortfall, but along with other measures 
described in this proposal can provide the components to ensure the system has long term 
sustainability.  
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Equitable funding for learners needing English & maths functional skills when delivered as 
part of an apprenticeship, which is at least equal to the current classroom fully-funded rate.  
 
AELP believes that maths and English delivery as part of an apprenticeship should be funded to at 
least the appropriate matching value of classroom provision (£724 per each qualification).  The current 
funding discriminates against those individuals who need the most support. This would ensure there 
is the income to cover the cost of delivering provision to apprentices that need maths and English in 
order to avoid cherry-picking candidates for apprenticeships who already have the required levels. 
Furthermore, maths and English should also be included within the off-the-job training time to ensure 
that employers are not unfairly disadvantaged in regard to lost productivity from apprentices needing 
additional ‘unproductive’ time to study these subjects. While these vital qualifications have the 
potential to advance the social mobility and drive the productivity of the most disadvantaged learners, 
low-level qualifications tend to be inadequately funded despite being taken up by the some of the 
most challenging individuals who need the most support.  
 
Employers already have issues and operational challenges in committing to the off-the-job training 
which in reality relates to at least a fifth of the total duration, or the equivalent of one working day a 
week, being unproductive.  Apprentices without exemptions for prior attainment in maths and English 
require further study time on top of this, meaning employers see those candidates as less attractive 
than those who are presented with prior attainment in the subjects.  For a training provider, the cost 
of delivering the current functional skills curriculum is in excess of the fixed rates of £471 funding 
provided by government for each functional skill – our research show this to be the case especially 
for those needing to transition from level 1 to level 2, with actual average learning hours on average 
being circa 70 hours to complete as opposed to the 45 notional guided learning hours on which the 
current qualifications are based. Combining the perspectives provided above of both the employer in 
regards to reduced productivity and the provider in terms of higher costs of delivery provides a strong 
case that a candidate who is lacking in maths and English will undoubtedly be further isolated from 
the opportunities in the marketplace as they have become less attractive to all stakeholders. 
 
Link to AELP Functional Skills Paper 
 
The need for a revised set of financial incentives on apprenticeships for both providers and 
employers for supporting young people in order to rebalance the focus of early talent.  
 
Government should rebalance the funding to incentivise the recruitment of young people which were 
diluted to fit all age apprenticeship funding rates in May 2017 with the introduction of a young 
apprenticeship premium uplift to support the development of early talent and to offset this previous 
reduction. It is fact that the most significant decline in volumes has been apprentices under the age 
of 25, studying at level 2 and working for SMEs and micro-sized employers.  
 
Action is required in addressing the balance of a shift to upskilling existing staff which will not help 
address the policy intent of closing the widening skills gap in sectors such as care, hospitality and 
retail which history shows apprenticeships have a significant role to play. 
 
Link to AELP Importance of Level 2 Paper 
 
Ensuring that prisoners are included within the definition of employees for the purpose of 
apprenticeships when working on temporary release or working within the prison to enable 
them to start a full apprenticeship. 
There is a significant amount of support from levy paying employers for this proposal along with 
providers of apprenticeships, providers of prison education, those delivering prison services, those 
supporting transition, those working in prisons and with prisoners, along with various organisations 
such as awarding bodies who already work in the offender world.  Equally significantly, various 
partners in this proposal have already gained strong political support. 
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The big driver for this proposition is employers. Many are keen to engage with prisoners near the end 
of their sentence, start their work experience and training and bring them straight into their 
organisations as they leave the prison gates.  The apprenticeship levy has brought a new impetus to 
this, which is why we are now pushing for these simple changes to be made. In simple terms, 
employers need good loyal, hardworking staff, and it is accepted that those prisoners given a chance 
by employers are exactly this. Having a sustainable job on release is also a major contributor (if not 
the main) to preventing re-offending.  It is well proven that prisoners re-offending rate who leave prison 
with a job (and accommodation) is under 10% when the national average is over 50%. 
 
 
Adult Skills and Adult Education Budget (AEB) 
 

The competitive procurement of all the remaining ESFA managed national Adult Education 
Budget (AEB), including grant allocations to ensure value for money, meeting the needs of 
communities and employers and more of the budget being spent on front line delivery rather 
than absorbed by needless management fees and charges.  
 
The devolution of the Adult Education Budget (AEB) 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 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 (national and devolved) 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 have 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.  Much of the current subcontracting on AEB is the by-product of an inefficient 
funding system, as government procures non-grant funded AEB despite grant funded providers being 
given an annual allocation to spend that is consistently underspent. This impacts on the quality of 
provision on offer which cannot be consistently guaranteed and means support doesn’t get to those 
who most desperately need it.  
 
AELP is calling for the entire remaining national AEB to be put out to public procurement to ensure 
full value for money and all providers to be subject to common funding, inspection and audit 
regulations on the basis of a level playing field. Currently around 25% of grant funding is 
subcontracted by FE Colleges to independent training providers, which in monetary terms equates to 
over £300m and associated unnecessary annual management fees of at least £40m per year which 
should be better spent on front line provision.  
 
Link to AELP Adult Education Budget Paper 
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An increase in adult funding for both the national budget and combined authorities budget to 
meet the ever-increasing demand in adult skills including literacy, numeracy, digital and first 
level 2 provision. 
 
As mentioned above, ensuring that existing funding for adults is procured and therefore channelled 
through providers who can deliver directly, whilst being responsive to the needs of both service users 
and communities and ensuring best value for money it is important to highlight the need to stop the 
erosion of adult funding which has occurred over the previous number of years. In fact, AELP is going 
further by calling for government to now invest in the funding of adult skills to ensure that the learners 
that need the core skills of maths and English and the basic level 2 entitlement are able to access this 
key fully-funded provision. Government’s role has always primarily been helping to provide stimulus 
and funding to correct market failure, and this should remain its key focus in the decision making 
process in regards to funding for adults. 
 
The introduction of the new digital skills entitlement is a much welcomed and needed move with levels 
of general digital skills and digital literacy of adults needing government intervention to ensure 
learners are not left behind in skills which are not only important from a business perspective, but also 
from a personal perspective too as we move towards a fully digital economy. In order to fund the new 
digital skills entitlement further funding is required to be invested into the adult education budget to 
ensure that both the devolved and non-devolved regions can fund this new additional need alongside 
all the current existing legal entitlements which already exist. In simple terms failing to invest will mean 
critical core provision will get displaced, hampering the social mobility of many disadvantaged adults 
who have been previously failed by the education system. 
 
 
Traineeships 
 
Additional funding to support the relaunch, growth and promotion of Traineeships to support 
young people progress into work an apprenticeship or further education or training enhancing 
their productivity and social mobility.  
 
As part of a very disappointing trend that has continued for two years, official data shows a decline in 
Traineeship participation. This is happening when the UK is enjoying record employment figures, but 
youth unemployment remains stubbornly above 500,000. Traineeships can potentially act as a ladder 
to apprenticeship opportunities for young people under 25 and as a programme to secure sustainable 
employment, and many AELP provider members believe that they represent a highly effective tool for 
social mobility.   
 
AELP is seeking additional funding for traineeships in order to encourage an increase in starts on the 
programme and for a campaign to relaunch what is a stalling, but still highly important programme for 
young adults. The government needs to instruct the Education and Skills Funding Agency (ESFA) to 
remove traineeships from the calculation of individual providers’ Qualification Achievement Rates 
(QAR) because the ESFA continues to penalise providers through their QAR data even when trainees 
are progressing into outcomes officially defined as the programme’s goals - namely employment, an 
apprenticeship or further education/training.   
 
AELP has been pressing for this change for four years.  With starts declining and previously 
enthusiastic providers withdrawing from the programme, a lack of action on the QAR rule may result 
in traineeships withering away altogether.  
 
Link to AELP Traineeships Paper 
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National Retraining Scheme (NRS) 
 
Ensuring there is adequate additional participation funding available to all providers to enable 
the success of the government’s new National Retraining Scheme which will signpost adults 
to appropriate flexible learning programmes to allow them to reskill and retrain. 
 
AELP supports the government’s new National Retraining Scheme (NRS) which is aimed at 
supporting adults over the age of twenty-four to retrain and reskill, including those at risk through 
automation. However, in order for the programme to be a success, current participation funding needs 
to be available to all types of providers, and there needs to be additional participation funding to 
ensure that the programme participants can be signposted to the appropriate opportunities which are 
identified through the programme. 
 
 
UK Shared Prosperity Fund (UKSPF) 
 
A clear statement of commitment and clarity on future UK Shared Prosperity Fund (UKSPF), 
the replacement for the existing ESIF funding to support ongoing investment in sector 
capacity and expertise.  
 
Case studies from our membership highlight the importance of ESF/ESIF; for example, CT Skills have 
recently lead on an ESF-funded programme in Derbyshire and the Nottinghamshire LEP supporting 
16-24-year-olds identified as NEET, inactive or unemployed. The project supported getting young 
people into employment, boosting their self-esteem and gain employability skills. As a result, over 
1200 young people were supported into education, employment, traineeships and apprenticeships. 
This illustrates the importance of additional support for disadvantaged young people who are most 
likely to enter their education at level two. With the future of ESIF in doubt, vital services that assist 
young people to enter the labour market may cease to exist; therefore, it is crucial that the government 
funds these programmes to ensure continuity and support a cohort that would otherwise be left 
behind. 
 
As ESIF funding is due to conclude in 2020, the successor UK Shared Prosperity Fund must ensure 
that education and skills remain a priority for future funding. Given the high proportion of low-level 
programmes ESIF currently funds, it is vital that they are protected and continue to serve learners in 
areas of disadvantage who may otherwise have no alternative opportunities to acquire skills needed 
for employment.  Without this, there will be significant shortfalls in funding for those who need the 
most support in our communities. AELP supports the need to address the future of the European 
Structural & Investment Funds (ESIF) post- Brexit, funding totalling £8.7bn (for the period 2014-20) 
which assists in the provision of technical education to a variety of learner cohorts, from young 
disadvantaged to prisoners.  
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