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Executive Summary 
The Association of Employment and Learning Providers (AELP) acknowledges the efforts of the 
Institute for Apprenticeships and Technical Education (IfATE) to move to a more transparent 
approach in the process to generate the value of maximum government contribution (funding band) 
towards the delivery of each apprenticeship standard. We particularly welcome the evolution of the 
previously proposed models, which we were highly critical of because they completely failed to 
represent the true cost of delivery and ensure high-quality training across a wide range of sectors. 
 

However, AELP is still deeply concerned about the potentially catastrophic outcomes of the IfATE’s 
revised consolidated model if it fails to address a number of key outstanding areas: 
 

• The 22% of a provider’s cost identified by IFF Research is not accounted for, despite many of 
which being for activity being mandated by the government alongside the cost of training 
itself. 

• The complete lack of recognition of any level of general operating overhead costs that all 
provider types need to cover to offer an apprenticeship programme. 

• The current long-standing issue of some apprenticeship standards that are not currently 
adequately funded enough to be delivered in a high-quality and compliant manner and the 
impact on the two above points on these and all apprenticeship programmes. 

 

Unless the IfATE addresses these outstanding issues, AELP has grave concerns that the results will be 
a widespread reduction in funding that will have a hugely detrimental impact on the quality and 
availability of some provision going forward. The availability of high quality apprenticeships for all 
employers and at all levels has clearly been front and centre of the government’s plan to help the UK 
bounce back from both the Covid-19 pandemic and the UK’s exit from the European Union and the 
skills gaps this will exacerbate. One AELP member that delivers the majority of apprenticeships in a 
key STEM occupational area has told us that having modelled the impact of the methodology against 
their existing programmes they will have no choice but to withdraw from offering a number of 
longer technical apprenticeship programmes as they would no longer be economically viable. Such 
an outcome would leave a disastrous void where there is no other provider able to step in, resulting 
in lost progression opportunities and a further gap in capacity in developing the high level skills 
economy this country needs and the current government says it aspires to achieve.  
 
Therefore, AELP believes that the IfATE still needs to properly address the following concerns in the 
latest consolidated funding proposals: 
 

1. Tackling the critical and as yet unresolved issue around ineligible costs. The IFF Research 
found that 22% of a provider’s costs involved in delivering an apprenticeship standard are 
currently ineligible for government funding based on the ESFA’s funding rules. The IfATE and 
the ESFA need to work together to review ineligible costs – many of which are activities 
mandated by the ESFA – and the IfATE needs to add an appropriate overhead input to the 
funding model to support with general normal operating costs. 

2. The current level of funding for some apprenticeship standards is completely inadequate 
and, unless the issues identified in our submission are not addressed, it will be slashed even 
further under the revised funding model. 

3. Addressing the proposed methodology for calculating the profit margin applied to the 
funding band, currently and arbitrarily based on the ESFA’s financial health definition. 

4. Removing the fixed input option from the teaching and consumable aspects of the revised 
model. 

5. Greater clarity is required on the IfATE’s final approach for costing end point assessment 
(EPA) and degree apprenticeships in the revised model for allocating funding bands. 

6. Considering carefully and phasing the implementation of any reduction to funding bands in 
order to avoid widespread market exit seen previously, including an impact analysis. 
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Background 
In February 2020, the IfATE proposed new models to generate the value of funding bands for 
apprenticeship standards, citing calls to introduce greater transparency in the process of funding 
bands recommendations. The recommendations of these models were underpinned by the findings 
on the actual costs of delivering apprenticeship standards by IFF research. Using this research, the 
IfATE developed a set of fixed input rates to determine the teaching value, consumables costs, 
formative assessment value, administration costs. Alongside the proposals, the IfATE published an 
interim impact analysis.  
 
In response to the first consultation, a wide range of stakeholders across the FE and apprenticeship 
sector, led by AELP, argued that the IfATE’s proposals would be disastrous, especially in times of 
economic upheaval and – more so now – when we exit the Covid-19 pandemic following Brexit and 
employers will need skilled staff and individuals will need reskilling. AELP believed that the proposals 
were blunt and arbitrary, with the IfATE confusing simplicity with a quest for transparency, whilst 
also questioning the robustness of the findings of the IFF Research into actual costs.  
 
In August 2020, after having received such an overwhelming response from the sector, the IfATE 
published a revised consolidated hybrid model for funding bands recommendation which seeks to 
address the criticisms that emerged in the first consultation. AELP welcomes the second proposed 
model where it has taken on-board our concerns that using the fixed input model for teaching and 
consumable costs would have been significantly detrimental to the quality of training that providers 
could offer. Giving trailblazer groups the chance to submit variable costs for those items is hugely 
important because costs vary significantly and different delivery models can now be factored in. 
More so than ever, it is critical that training providers and EPA organisations are an integral part of 
the trailblazer process to ensure employers are appropriately supported and understand the 
intricacies of developing high quality training and the different approach to assessment 
methodologies. 
 
1. Addressing the critical issue yet to be resolved with regards to ineligible costs  
In October 2018, the Institute commissioned a research study by the IFF which informed its first 
round of proposals to change how funding bands are recommended. AELP has previously criticised 
the use of this report because its evidence base was neither broad nor representative enough to 
accurately underpin a reform of this magnitude. For instance, when conducting a thorough analysis 
of this 133-page report, the IFF’s research turns out to be based on just 54 apprenticeship standards, 
with 204 data points and from 138 training providers.  AELP believes this sample is clearly 
insufficient considering that there are currently over 550 standards available from more than 1,500 
main providers on the ESFA’s Register of Apprenticeship Training Providers. Given that over two 
years have passed since the publication of this research report, we would contend that it does not 
accurately portray the current state of the apprenticeship sector. 
 
Setting aside the issues with the research report, AELP believes that the proposals in this second 
consultation fail to grasp the thorny issue of ineligible costs for training providers. The IFF’s research 
report showed that 22% of the costs that training providers face for delivering apprenticeship 
standards are deemed as “ineligible” for government funding. It is absolutely astonishing that these 
include mandated requirements (e.g. enrolment, induction, initial assessment, initial diagnostic 
testing) that the government requires, but will not pay for, especially when they are actively 
mandated by the ESFA and are often expected during Ofsted inspections. 
 
For far too long, the IfATE has found it tempting to pass the buck to ESFA and adopt the line that its 
hands are tied by the Agency’s funding rules on eligible and ineligible costs. AELP believes that this 
wrong must be righted with a straightforward solution: 
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• The ESFA needs to review the ineligible costs that are currently within its own funding rules;  
• The IfATE needs to recognise operating overheads in the funding model, such as a monthly 

or general overhead cost in the funding band model, to cover those mandated aspects of the 
programme which are not covered at the moment. 

 
2. Current inadequate funding levels for some apprenticeship standards will be slashed even 
further unless identified in our submission are not addressed 
There are a number of existing apprenticeship standards which are not adequately funded 
appropriately to guarantee the delivery of high-quality apprenticeships and, admittedly, this was an 
issue that predated the sector before the IfATE decided to review and consult on the process behind 
the recommendation of funding bands. 
 
Many of these standards are employed to train workers that have proved absolutely essential during 
the ongoing Covid-19 pandemic in sectors such as health and social care. For example, the standards 
for Level 2 adult care worker and Level 3 lead adult care worker currently attract a maximum 
amount of funding of £3,000. The funding bands in adult care are scandalous for a sector with a 
chronic skills shortage, growing demand of an aging population, a workforce impacted significantly 
by the UK leaving the EU and are key workers in the response to the Covid-19 pandemic.  It came as 
no surprise to AELP when on 29 September 2020 the Migration Advisory Committee recommended 
that care workers and nursing assistants should be added to the government’s shortage occupation 
list (SOL) for when the freedom of movements ends and these are two professions where 
apprenticeships should be filling the skills gaps.  
 
AELP is concerned that the funding model will see a push down on funding bands across the range of 
sectors, making many standards uneconomical to offer. Furthermore, where standards already have 
inadequate funding levels, these will be slashed even further under the IfATE’s revised model, unless 
the issues identified throughout our submission with regards to ineligible costs and lack of 
recognition of overhead costs are addressed at the earliest available opportunity. 
 
3. Addressing the proposed methodology for calculating the margin applied to funding band, 
currently based on ESFA financial health 
Under the proposed model, the IfATE is proposing the addition of a 9% margin to be bolted onto the 
eligible costs when allocating a funding band. As it currently stands this 9% would also need to cover 
the abovementioned ineligible costs of delivering an apprenticeship standard which a training 
provider need to provide. These two aspects are intertwined and, to stay afloat and profitable, 
providers can either charge substantial commercial fees or underserve apprentices – thereby 
defeating the very objective of supporting a high-quality and sustainable apprenticeship offer. 
 
AELP believes that the rationale for calculating the margin of delivery of the programme is deeply 
flawed because the IfATE has plucked a comparable rate from a historic approach. The 9% cost 
margin – applying to the sum of teaching, formative assessment and administration estimated costs 
– is an indicator borrowed from the ESFA Financial Health Assessment that denotes the margin 
needed to score the maximum amount of points within the ‘sustainability’ section. 
 
However, sustainability and profitability are two entirely separate things that are impossible to 
compare like for like. It is one thing for a provider to be financially sound, but training providers 
cannot reasonably be expected to provide high-quality apprenticeships powering up the economy of 
local communities across the country with one hand tied behind their backs. If the ESFA and the 
IfATE were to tackle the issue surrounding ineligible costs, the discussion around changing the 
rationale for calculating training providers’ delivery margins becomes a much more realistic 
endeavour. 
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4. Removing the fixed input model from the proposed changes to funding bands recommendations 
AELP welcomes that the IfATE has taken on-board feedback from the first round of consultations by 
publishing a new consolidated hybrid model for determining funding bands in apprenticeship 
standards, which enables trailblazer employers to submit variable costs for teaching and 
consumables. Given the high degree of variability for teaching and consumable costs among 
different standards, the personalised and bespoke approach at the heart of this variable input model 
enables the involvement of training providers and end point assessment organisations to help 
trailblazer employers make informed decisions throughout this process. 
 
However, AELP questions why the IfATE still has opted to offer trailblazer employers the choice of a 
fixed input model over the variable input model, especially when the both the impact analysis and 
sector feedback from its own consultations show that it would have a catastrophic impact on 
funding. Adopting a fixed input model would drastically cut funding bands when employers, 
providers and EPAOs should instead be placed in the most optimal position to continue powering up 
the economy. In other words, it makes little or no sense for the IfATE to continue proposing the 
adoption of a model that would be detrimental to every stakeholder in this process. Therefore, AELP 
calls on the IfATE to entirely remove the fixed input model from the proposed changes to funding 
bands recommendations. 
 
5. Greater clarity on the approach for costing end point assessment and degree apprenticeships in 
the new model for allocation funding bands.  
The proposals from the IfATE still have question marks over the approach to be taken on costing of 
end point assessment and the cost of mandatory degree qualifications. Before implementing any 
model, AELP believes the IfATE need to firm up these arrangements to ensure decision makers and 
stakeholders can see how all the components of the model fit together.  
 
6. Implementation of any reductions to funding bands need to be carefully considered and phased 
to avoid widespread market exit which has been seen previously 
Finally, on implementation you don’t need to have a long memory to see the impact of what 
happens when funding bands were reduced with little warning and on short notice periods. A prime 
example of this was the slashing of 33% the funding band for level 4 Associate Project Manager, 
resulting in most providers pulling out of offering this apprenticeship and leaving employers with 
limited options from where they could access the training they needed.  
 
The IfATE needs to recognise apprenticeship strategies of training providers and the employers they 
serve is not a short-term game. In many instances, programmes are co-created on the basis of a 
long-term initial upfront investment, paying back over a 3 to 5-year period. 
 
About AELP and Our Members 
The Association of Employment and Learning Providers (AELP) is a national membership body with 
over 800 members. The majority of our 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 comprising the remainder of the 
membership. 
 
Our members support employers of all sizes across the full range of occupational sectors in the 
successful delivery of high-quality work-based training which equates to 70% of apprenticeships 
delivered in England, and they also deliver other publicly funded skills and employment 
programmes.  
 
The growth in apprenticeships over the last decade has been driven by the adaptability of our 
members to continually respond to and meet the changing needs of employers to support their 
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aspirations to improve their productivity and address their skills needs. AELP members utilise their 
outstanding links with employers to deliver the vast majority of 16-24 traineeship provision in 
England, a programme with a fantastic outcome rates for young people. Our members also support 
adults access their legal educational entitlements, reskill, upskill and/or progress into employment 
through funding provided through the national and devolved adult education budget (AEB).  
 
Alongside work-based provision, AELP members also successfully deliver high-quality classroom-
based provision in the guise of study programmes, which pave the way for young people to progress 
into further education or into an apprenticeship.  
 
Ofsted’s annual breakdown of quality of provision highlights that independent training providers 
continue to lead the market in the highest average outcomes from inspections and the Department 
for Education’s annual employer and learner surveys year-after-year provide further evidence of the 
class-leading service as judged by the end users and beneficiaries of the skills system.  
 
W: www.aelp.org.uk  
T: @AELPUK 
 
Association of Employment and Learning Providers  
October 2020 
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