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Introduction and context  
The DfE’s proposals for the reforms of further education funding and accountability sets 
out in the consultation to:  
 

... reform the adult skills funding system so it is "simpler, outcome-focused and more 
effective", whilst on accountability focusing more on "outcomes and taking a 
strategic approach to support and intervention." 

AELP welcomes the planned reforms of FE funding and accountability, but in the same 
breath urges the government to be bolder in coming forward with reforms to adult 
education that benefits both employers and learners.  In summary, AELP believes the 
following:  
 

• The government needs to build on the success of the apprenticeship reforms by 
continuing to put employers and learners at the heart of the adult skills system, 
rather than continuing with an institutional-led approach. 
 

• Individual skills accounts are the right mechanism to put learners and employers at 
the heart of the system, facilitating greater choice, ownership of lifelong learning 
with the ability for different parties to contribute towards the investment in skills 
required.  

 
• Whilst there is a need to support place-based provision we also believe that there 

still to be a role for procurements to enable the offer to be “joined-up”, but at the 
same time the government should be cautious in placing significant 
commissioning powers with institutions with limited expertise or track record. 

 

• There is a need for a healthy and vibrant skills system which includes stronger and 
more effective collaboration, but at the same time not to offset this by reducing 
market competition. AELP believes that competition and collaboration should not 
be seen as mutually exclusive facets of the system. 
 

• The adult education budget is required to service a vast and complex spectrum of 
needs from learners and in the current proposals there is not enough recognition 
of how the reformed system will meet the needs of employers who currently rely 
on it for upskilling and reskilling. 

 

• Interdependencies of providers accessing different funding streams could mean that 
significant changes to the adult funding landscape lead to the unintended 
consequences of destabilising the wider apprenticeship market. 

 
Individual skills accounts to facilitate greater choice  
The funding system for adult education in England requires a complete overhaul and the 
Spending Review is the right moment to start reaching for radical solutions along the 
principle that funding should follow the learner. It is true that since 2010, the adult 
education budget (AEB) has halved to £1.34bn but it is difficult to argue for a restoration to 
previous levels if the current budget is not being spent. Year after year including pre-
pandemic, the current funding system results in underspends which can result in Treasury 
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clawbacks. Independent training providers (ITPs) have to take part in procurements for the 
chance to deliver only 9% of the non-devolved AEB and they always spend close to 100% of 
their allocations or sometimes more. 
 
Success in reforming adult education is intrinsically connected to the role that ITPs are 
allowed to play in any reform plans. In AELP’s view, the greater the role, the greater the 
chances of success, but the overriding principle should be that the size of that role is 
determined by the choices made by employers and individual learners and not by 
policymakers and funders. We believe that the mechanism to accomplish this ambitious 
vision is through the introduction of individual skills accounts to act as the vehicle to 
achieve this outcome. The government is moving to an adult learner loan system for 
learning at levels 4 and above. For level 3 and below, the Education select committee 
rightly recommended in its December 2020 report that individual learning accounts 
should be brought back for adult learners to exercise choice over approved courses with 
approved providers. With public finances under strain again, learners and the taxpayer 
deserve better than a retention of the inefficient and ineffective status quo. 
 
The perceived complexity of a part devolved adult skills system should in no way be used 
to accept the notion of individual skills accounts being “too difficult” to deploy, especially 
with the digital advances and better quality assurance arrangements introduced since 
2001. In fact, we strongly believe that individual skills accounts could be deployed across 
England including the basic adult legal entitlements which residents are entitled to 
regardless of where they live, with the MCAs/GLA then choosing whether or not to route 
other AEB funding through them. The use of individual skills accounts could then also 
integrate into the new lifelong loan entitlement as the mechanism for the individual to 
access both their grant and/or loan entitlements in one central and secure place. This in 
itself also strongly supports the notion of creating a more simplified approach and access 
to adult funding.  
 
Employer and learner-led rather than an institutional-led   
Whilst Local Skills Improvement Plans (LSIPs) are being designed to act as the 
architecture to identify demand, the delivery to meet that need is being driven by an 
institutionally biased approach that does not recognise the breadth of training providers 
who service the market and which of those is best placed to achieve the highest quality 
and the best outcomes.  
 
For years, AELP has argued against the DfE always searching for institutionalised solutions 
instead of following the demand-led approach first advocated by various reviews in the 
millennium’s first decade such as Foster and Leitch.  In the current proposals out for 
consultation, the DfE has chosen to continue to take an institutionally-led approach 
rather than using this opportunity to truly reform the adult education space and put the 
purchasing power in the hands of the service users themselves. The success of moving 
apprenticeships to a demand-led system is clear evidence that such a large scale system 
change and changing behaviours can be hugely successful. 
 
In the current proposals, AELP does support the wider concept of multi-year funding 
settlements and the added autonomy for providers to vire funding between adult 
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programmes. Multi-year contracts allow for longer-term planning and would allow 
funding certainty to act as a lever for investment which supports the development of 
more technical programmes. Greater autonomy to vire funding helps smooth out and 
simplify scenarios where a provider currently has to deal with underspending on one 
funding line whilst overspending on another. However, these enhancements and 
simplifications of the funding system should be available to all provider types, not just 
exclusive opportunities afforded to colleges.  
 
Procurements, supporting place-based funding, but limited commissioning expertise  
Whilst the effectiveness of FE procurement exercises has been highly questionable, they 
should not be discarded completely. The expected Procurement Bill finally offers the 
opportunity for the government to properly account for track record within the 
established marketplace. Ultimately we need an approach with protects good quality 
existing capacity and allows for sensible good quality new market entry.  
 
To be clear, AELP does recognise the value and need for the DfE to fund an aspect of 
place-based infrastructure, but we believe that there to be a role for procurements to 
enable the offer to be “joined-up” as opposed to the majority of funding being 
institutionally and placed -based and procurements being used to supplement this core 
approach. 
 
The weak underbelly of the current proposals is also exposed with the lack of track record 
and expertise for a model which proposes to give colleges significant powers on 
commissioning and for AELP this is a worrying prospect based on historical events.  Quite 
simply where we would be if this proposal had been implemented five years ago?  Hull 
College would almost certainly have been assigned responsibility for commissioning across 
Humberside; West Notts College might have got it for Nottinghamshire and WKAC for its 
part of Kent.   
 
In his foreword to the consultation, the Secretary of State writes that he wants to “simplify 
the way the funding is allocated” – a repeat of the commitment made in the Skills for Jobs 
white paper. Yet since the white paper was published, we have seen the DfE move to 
channel funding through the Local Skills Improvement Plans and now a proposal to create 
another funding stream through colleges. In our view, this is the very opposite of 
simplification.   
 
Competition and collaboration should not be seen as mutually exclusive. 
In AELP's view, the proposed reformed model makes an ill-informed assumption that in 
all cases colleges are in essence the best-placed institutions to achieve that objective.  
Through a mixture of DfE-led and/or college-led commissioning other providers are then 
invited to plug the gaps. Whilst some will see the plugging of the gaps as a sign of 
expertise that colleges can’t fill, others including AELP see this as constricting the choice 
and opportunities for the market and hugely relies on not only the college delivering on 
its own commitment to the highest level but also the ability to effectively commission 
and manage this new collaborative supply chain model.  AELP believes that this proposal 
assumes an almost utopian type scenario, is fraught with risks and seeks to trade-off 
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competition for collaboration. Competition and collaboration should not be seen as 
mutually exclusive.  
 
Whilst supporting and encouraging collaboration, which is a good thing, unfortunately, this 
has been used to offset the need for market competition, referred to as “duplication” in the 
consultation document.  Market competition should not be tarnished as a bad input into the 
skills ecosystem. In fact, in apprenticeships, it has driven both innovation and scale. But the 
focus on competition has become even more of an anathema and we should be far more 
concerned by offering learners choice and securing good use of taxpayers’ money instead of 
it watching millions of pounds of adult funding being clawed back or written off - both of 
which are indicators and clear evidence that the system does indeed need reforming to 
drive better outcomes and greater effectiveness of what funding is available to support 
adult training and retraining.  
 
The adult education budget services a vast range of end-users and supports employers  
In the current proposals, we believe that too little consideration has been given to the 
scope and breadth of the adult education budget. National employers already have been 
challenged by the part devolution of the adult education budget with the inability to 
create a quick and seamless offer across England as providers have to find funding in 
both devolved and non-devolved regions to meet their needs. Funding being channelled 
and segmented further at the sub-regional level to institutions will make this impossible 
for employers to have a joined-up offer, which is why a national system of individual skills 
accounts is so attractive. Individual skills accounts also give the employers the 
opportunity to top-up the account of their employees themselves to share the burden of 
cost and responsibility with both the state and the individual depending on their 
circumstances.  
 
Moving from employers to learners, the breadth of adults who access the adult education 
budget for funding is again significant. Unemployed to employed, from basic core skills 
such as digital, ESOL, maths and English through to funding entry level to level 3 
entitlements the broad spectrum of service users cannot be emphasised enough. Again 
getting the right mix of available funding to the different segmented users is critical.  
 
Interdependencies could lead to destabilising the apprenticeship market  
AELP welcomes DfE’s recognition that “the apprenticeship model, with a lead role for 
employers, will remain unchanged” ...  and we support this position, however, it is important 
to recognise that decoupling provision is not a simple process and the interdependencies 
which exist. Critically many training providers deliver a wide range of FE provision, so 
dramatically changing the adult funding system through a largely college-led commissioning 
system would then impact the feasibility and viability of many to deliver wider provision 
such as apprenticeships. We have seen in the recent non-devolved AEB procurement 
providers delivering adult and apprenticeship provision having to move away from the 
market completely after being unsuccessful in the latest adult procurement.  
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