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AELP ultimately believes that subcontracting is as much a consequence of the desire for the ESFA to 
maintain grant funding and not allowing new providers to deliver study programmes as well as a 
previous policy of minimum contract values which encouraged subcontracting to limit the number of 
main (prime) providers. 
 
AELP supports the ESFA’s approach of recognising that subcontracting without a doubt plays a vital 
part in the FE system and that there should be no outright ban of subcontracting. Examples of why 
subcontracting plays an important role in the FE system include: 
 

• Employer Choice: A desire for large employers to work with one main provider and that 
provider needing to subcontract to ensure coverage by level, sector, specialism and region.  

• Provider Scope:  Not all providers can deliver the totality of the needs of an individual 
employer.  

• Specialism: Many specialist providers offer unique training and want to focus on the training 
and delivery aspect of the apprenticeship programme where they have the most expertise, 
leaving the contract administration and back-office functions to larger experienced main 
providers.  

• Growing Quality Providers: A desire for new providers to be supported in capacity building 
by an established provider, who can provide guidance and share best practice in the setup of 
their own infrastructure and business growth. 

 
It is frustrating that yet again the ESFA continues to fail to recognise the variation in collaborative 
partnership arrangements that have been working effectively across the sector and arbitrarily badge 
all activity as one-sized subcontracting. The breadth of models ranges from end-to-end (whole) 
subcontracting, niche/specialist subcontracting through to contract for service type arrangements.  
 
In all of our responses, we are assuming that this consultation is not targeted at Apprenticeships, 
which have already seen a significant reform of subcontracting over the last couple of years. The 
move to the online employer-led apprenticeship system will further drive down the need for 
subcontracting to look for specialist provision and furthermore there is also a separate 
subcontracting register that is controlled by the ESFA, where organisations that access any 
apprenticeship funding need to be formally recognised. We also assume that when looking at the 
percentages of subcontracting this is based on total post-16 funding for the main provider and not 
splitting it into its different funding streams.  It is about the overall percentage of a main provider’s 
delivery that they are subcontracting to another organisation. 
 
Fundamentally AELP believes there are two simple actions to take forward: 
 

1. Adoption of the AELP Subcontracting Expectations Paper – including the explicit formal cap 
on fees and charges.  

2. Procure all the Adult Education Budget / devolved Adult Education Budget, with clear 
guidance on expectations on minimum contracts and therefore the requirements for 
subcontracting given the funding policy and procurement preferences, tying into the AELP 
Subcontracting Expectations Paper.  

 
 
Key Overarching Principles: 
 

https://www.aelp.org.uk/media/3418/76-subcontracting-expectations-for-a-main-provider-nov-2019.pdf
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• We all want what is best for the learner and ensuring those providers that are in the heart of 
a community understand employer needs and can work with employers, or have innovative 
and value for money ways of delivering that can be utilised across the country (given 
technology and modern ways of delivering). 

• All providers whether a main provider or subcontractor should be subject to inspection by 
Ofsted, the quality regulator. 

• Whatever is agreed needs to be properly policed by the ESFA/procuring agency. Currently, 
there are funding rules in place that are being ignored or simply flouted. There are many 
arrangements that are not called subcontracting which might be considered grey. If the ESFA 
do not get the balance right the unintended consequences are to likely drive more 
relationships out of sight and the ESFA will have even less visibility, oversight or control. 

 
AELP is also strongly encouraging its members to respond to this consultation.  
 
Response to Specific Proposals: 
 
Proposal 1: Ensure that Subcontracting adds value. 
In its consultation, the ESFA has proposed the introduction of a new ‘rationale for subcontracting’ 
requirement, which in essence requires main providers to provider further detail of why there are 
looking to subcontract. 
 
AELP supports this specific recommendation.   
 
Increasing the level of published detail to why the main provider is looking to subcontract can only 
help improve transparency. Ultimately this also then gives both the ESFA and Ofsted a clear view of 
the rationale for subcontracting on which they can refer back to in terms of intent, impact and 
purpose from both a quality and compliance perspectives. 
 
Proposal 2: Limiting Subcontracting at Geographical Distance.  
The ESFA as a broad rule of thumb believes that subcontracting partners should be no more than 
“one hour away from the prime contractor by car”, but also recognise that in some instances, for 
example working with national employers, a distance arrangement is “beneficial”.  
 
AELP does not support this specific recommendation.   
 
AELP believes that with this specific proposal ESFA should be focused on the geographical distance 
between the subcontracted provision and the main provider and not the subcontractor and the main 
provider. A subcontractor may be local to the main provider, but still be delivering out of area 
provision in another part of the country. The whereabouts of the learner/employer should be 
overriding area of focus. The consultation also does not make any consideration for flexible and 
innovative delivery models that effectively use technology to deliver innovative learning for different 
groups of learners where geography is irrelevant.  
 
Main providers will have arrangements to directly deliver locally or across a region or across the 
country, based on their specific model of delivery and location of their delivery teams. This is part of 
what is currently audited and inspected by both the ESFA and Ofsted.  Therefore, any subcontracted 
learner should be in the same region as any direct delivery and not based on the location of a 
subcontractor’s head office. There may be exceptions to this approach and it should be down to the 
main providers to justify any such exemptions, for example, employment patterns of a particular 
employer being supported by one provider either as the main provider or as a subcontractor. 
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Proposal 3: Controls on the Volume of Subcontracting by a Lead Provider. 
The ESFA propose to limit the volume of provision that a provider may subcontract by introducing a 
percentage cap on subcontracted provision of 25% of ESFA post 16 incomes in 2021/22 and further 
reducing that percentage to 17.5% in 2022/23 and to 10% in 2023/24. In essence, a phased 
reduction over time-based on the total amount of post-16 ESFA funding the main provider is 
allocated. 
 
AELP does not support this specific recommendation.   
  
AELP believes that setting and then applying arbitrary percentages is not helpful. Previous 
government policy, such minimum contracting levels, the continuation of allocating substantial 
proportions of funding through grants and limiting contracts to a small number of large main 
providers have all help significantly contribute to the level of subcontracting that we currently have 
in the FE system.  Inappropriate and arbitrary limits will ultimately damage learners, communities 
and employers.  
  
Proposal 4: Restricting Whole Programme Subcontracting.  
From FY21/22 the ESFA propose to introduce stricter controls on the circumstances in which the 
whole of a learner’s programme can be subcontracted. From FY20-21 main providers will need to 
advise the ESFA of any whole programme subcontracting. From FY21-22 main providers will need to 
obtain ESFA permission. 
 
AELP does not support this specific recommendation.   
  
Having seen the impact that ending whole programme subcontracting has had on apprenticeships 
the ESFA needs to consider that apprenticeships are longer and more complex programmes than the 
other post-16 funding streams in scope for this consultation. Many Adult Education Budget and 
European Social Funded programmes are considerably shorter in duration and it would be 
impractical and inappropriate to expect the main provider to deliver part of the on-programme 
training and/or assessment. Furthermore, it would also damage the relationship between the 
provider and the learner/employer having more than one provider involved.  
 
Proposal 5: Restricting the Volume and Value of ESFA Funds Held by a Subcontractor.  
The ESFA proposes that where the aggregate value of a subcontractor’s delivery exceeds more than 
£3m of ESFA funded provision, the ESFA proposes to make a referral to Ofsted for the subcontractor 
to be subject to direct inspection.  
 
AELP partly supports this specific recommendation. 
 
AELP partly support this recommendation, currently it implies that large subcontractors are the only 
risk in the system which is not the case. AELP believes that all subcontractors should be referred to 
Ofsted by the ESFA and then Ofsted should inspect subcontractors as part of its usual risk-based 
approach, where size is just one factor.  
  
Proposal 6: Sports Subcontracting.  
In future, the ESFA proposes to make it a requirement that the main provider must have a direct 
contractual arrangement with both the subcontractor and the sports club. In essence, the main 
provider must have a direct contractual relationship with all parties. All financial arrangements 
would be directly controlled by the main provider.   
 
AELP supports this specific recommendation.   
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AELP believes that tighter scrutiny and oversight of sports provision is reasonable. This is twofold, 
the number one priority is to always ensure the safeguarding of all learners and also to ensure that 
government funding is being used to only fund eligible costs. 
  
Proposal 7: Understanding Compliance.  
The ESFA intend to look at how we can have one set of common funding rules across the various 
different funding streams. 
 
AELP supports this specific recommendation.   
 
AELP believes that the skills and FE system is indeed complex, however a core set of rules for all 
funding streams and then specific rules for specific funding streams might be an achievable goal. 
Therefore, some level of rationalisation and consistency would help simplify the system, especially 
for providers who work across multiple funding streams. The ESFA must be wary that as part of any 
consolidation they do not simply look to implement arbitrary and blunt approaches to have a single 
system. 
 
Proposal 8: Publishing Information about Funding Retained.  
The ESFA proposes to extend the requirement for providers to publish information about the 
funding it retains under its subcontracting arrangements for all ESFA funded provision. 
  
AELP does not support this specific recommendation. 
 
In the consultation, the ESFA reinforces its position that it expects no more than 20% of the funding 
to retained by the main provider and for the first time acknowledges what AELP has previously said 
that the main provider should not be bringing high-risk subcontractors into the system and charging 
them a higher fee. The ESFA also expresses concerns about the impact that the main provider 
retaining more than 20% of the funding has on the quality of the training being delivered by the 
subcontractor. Both these admissions are a positive step change but do not go far enough to address 
the issue of profiteering that the ESFA say they are wanting to rule out.  
 
AELP believes that the ESFA need to take the specific policy line that fees and charges should not 
exceed 20%. To be clear 20% should not be the ‘benchmark’ and in most cases will be less and 
should be proportional to the service being delivered.   
 
Fees and charges should relate to the delivery of training and be separate from other payments to 
enhance the delivery, such as incentive payments for the cost of supporting younger apprentices, 
apprentices receiving uplifts, learner support payments or residential accommodation costs.  
 
Main providers should be open and transparent with fees and charges, publishing these clearly and 
in an accessible format on their public web site. Payment terms should be clearly defined in the 
contract between the main provider and subcontractor. There should be timely payment 
arrangements. Furthermore, the exit process for when the partnership reaches its conclusion should 
be clearly documented and defined in the contractual agreement between the two parties 
 
Proposal 9: Introducing a Standard for Management of Subcontracting.  
The ESFA is considering the introduction of externally assessed standards for subcontracting 
management to improve practise across the sector. Once developed (or adopted), only providers 
meeting the standard would be permitted to subcontract ESFA funds 
 
AELP partly supports this specific recommendation. 
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AELP believes a clearer set of expectations is indeed required to supplement the ESFA funding rules. 
AELP would, however, urge the ESFA to utilise our November 2019 Subcontracting Expectations 
document which clearly lays out these expectations. Furthermore, we understand that the DWP 
focused Merlin Standard for supply chain management has been muted as a possible solution, 
however, Merlin is both expensive and not entirely appropriate so we urge caution in considering 
this approach.  
 
Proposal 10: Implementation.  
The ESFA proposes to introduce the changes set out in these proposals as quickly as possible from 
the 2020/21 academic year onwards.  
 
AELP partly supports this specific recommendation. 
 
AELP believes that our own proposals would be a far simpler and effective way of implementing this 
could be easily done in time for FY20-21. Some of the proposals in the ESFA consultation in their 
current guise would cause incredible irreversible damage to the learner, communities and 
employers and should only be implemented in tandem with changes to how funding is allocated by 
the ESFA. 
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