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Summary

2010-11 to 2015-16

The initial teaching and learning funding allocations
for adult further education (FE) and skills in England
fell from a 2010-11 baseline of £3.18 billion to

£2.94 billion in 2015-16, a reduction of 8% in cash
terms or 14% in real terms. The allocation for
2015-16 fell further as a result of the 2015 Summer
Budget, which reduced the non-apprenticeship part of
the Adult Skills Budget (ASB) by an additional 3.9%.

While funding for community learning and offender
learning stayed fairly constant over the period, ASB
funding declined by 29% in cash terms between
2010-11 and 2015-16 — this in part connected to the
replacement of grant funding with loan funding for
some learners from 2013-14 onwards. The minimum
annual funding allocated to adult apprenticeships
increased by 113% between 2010-11 and 2015-16,
meaning that non-apprenticeship funding comprised a
smaller proportion of the reduced ASB.

Actual expenditure on adult FE by the Skills Funding
Agency (SFA) shows a similar pattern, with
expenditure on community learning and offender
learning staying constant but ASB spending falling by
32% in cash terms between 2010-11 and 2015-16,
from £3.63 billion to £2.48 billion. Within the ASB,
expenditure on adult apprenticeships increased from
£0.45 billion to £0.71 billion over the period (an
increase of 58%), while non-apprenticeship ASB
spending fell by 54%, from £2.50 billion to

£1.14 billion. It should be noted that these figures,
and the chart opposite, do not include spending on
Advanced Learner Loans. In the 2013-14 academic
year, the Student Loans Company paid out

£116 million in loans; in 2014-15 it paid out

£145 million.

2016-17 onwards

Under the Spending Review 2015 settlement the
newly created Adult Education Budget (comprising the
ASB plus community learning and discretionary learner
support) is set to be held constant in cash terms at
£1.5 billion up to 2019-20. Funding for
apprenticeships and loans is set to increase by 92%
and 140% respectively between the 2015-16 baseline
and 2019-20. From 2017-18 onwards, apprenticeship
funding will, in part, be provided via the
apprenticeship levy.

19+ FE teaching & learning funding
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1. Introduction

What is adult further education?

The term adult further education (FE) is used in this briefing to refer to
education for individuals aged 19 and over that takes place outside of
school and the higher education sector (e.g. universities), including
apprenticeships.’ In 2014-15, there were around 2.6 million publicly-
funded learners aged 19+ in some form of adult FE, including 870,000
on an apprenticeship and 609,000 on community learning courses.?
Around 1,000 providers received some form of public funding to deliver
adult FE in 2015-16.2

How is adult further education funded?

Since its creation in 2010, funding for adult FE has been the
responsibility of the Skills Funding Agency (SFA), until recently an
executive agency of the Department for Business, Innovation and Skills
and now an agency of the Department for Education.*

The annual budget for adult FE, along with the Government’s priorities
for the sector, are set out each year by the responsible Minister, usually
in a skills funding statement or letter.

After it has received details of its yearly budget, the SFA confirms each
FE provider’s funding allocation or maximum contract value for the
forthcoming year. Details of funding allocations for individual providers
are available via the following links:

o 2015-16
o 2014-15
o 2005-2013

Information on how provider allocations for 2016-17 have been worked
out is available at: 2016 to 2017 funding allocations — positive news for
the sector

Providers earn funding up to their maximum allocation by delivering
education and training that is approved for public funding. Information
on the qualifications and learning that is approved for funding in
2016-17 can be found in the SFA's funding rules guidance.

What does this briefing cover?

This briefing providers an overview of high level funding for adult FE in
England since 2010, focusing on the funding provided by the
Government to the sector as a whole rather than the distribution of
funding between individual providers.

' Any references in the briefing to further education or adult education should be
taken as referring to learners aged 19 and over.

2 SFA & BIS, Further education and skills: statistical first release, last updated 21 April
2016.

3 Including public funding in the form of an Advanced Learner Loan facility.

4 Learners with learning difficulties and disabilities are funded by the Education
Funding Agency up to the age of 25.

Community
learning covers a
wide range of non-
formal courses,
such as IT courses,
employability skills
and family learning.
It is provided
primarily by local
authorities and FE
colleges.



https://www.gov.uk/government/publications/sfa-funding-allocations-to-training-providers-2015-to-2016
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/339499/201415_Funding_Year_Values.csv/preview
https://www.gov.uk/government/publications/sfa-funding-allocations-to-training-providers-2005-to-2013
https://www.gov.uk/government/news/2016-to-2017-funding-allocations-positive-news-for-the-sector
https://www.gov.uk/government/news/2016-to-2017-funding-allocations-positive-news-for-the-sector
https://www.gov.uk/government/collections/sfa-funding-rules-2016-to-2017
https://www.gov.uk/government/statistics/learner-participation-outcomes-and-level-of-highest-qualification-held
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2. Funding for adult further

education in 2010-11

Initial funding allocations for adult FE in 2010-11 were set out in the
Skills Investment Strateqy 2010-11, published by the Labour

Government in November 2009. The strategy allocated total funding of

t4.

5 billion, including £3.16 billion for adult and employer responsive

provision and £0.21 billion for adult safeguarded learning.

Box 1: Adult FE participation funding streams 2010-11

Adult responsive provision: traditionally comprised learning delivered to adults in further
education colleges. By 2010-11 it included adult learning delivered by a range of providers but
excluded learning delivered wholly on an employer’s premises.

Employer responsive provision: learning that took place wholly on the employer’s premises,

including adult apprenticeships and Train to Gain (training for employees who lacked basic skills

or qualifications below a specified level).

Adult Safequarded Learning (referred to as community learning from 2013-14 onwards): funding

for occupational courses, delivered by FE colleges, local authorities, the voluntary sector and
other training providers.

Offender Learning and Skills Service: funding for the provision of vocational and employability
skills for offenders in custody.

These 2010-11 allocations were
altered following the 2010 general ¢ pjjjion, cash

election. In a speech shortly after

Table 1: 19+ FE and Skills budget, England, 2010-11

: Skills Investment  Skills Funding % change
the eIectlon, the new Chancellor’ Strategy, Nov Letter 2010-11, Nov 2009 to
George Osborne, announced that 2009 June 2010 June 2010
£6.25 billion of “wasteful spending Adult Learner Responsive 1.78 1.80 +1%
across the public sector would be Employer Responsive 138 131 -5%
Cut"’ £500 m||||on Of Wh|ch Would Adult Apprenticeships 0.40 0.55 +38%
be re-invested. The cut included a Workplace Learning (Train to Gain) 0.98 0.76 -23%

: . . Total Responsive Fundin 3.16 3.11 -2%
reduction in spending by the P 9
Department for Business. Innovation Adult Safeguarded Learning 0.21 0.21 0%
g Skill f £836 mill ! < Offender Learning and Skills Service 0.13 0.15 +8%
and SKilis o FIRIoN. Total Participation Funding 351 3.46 1%
In a letter of 17 June 2010, the then  LeamerSupport 016 0.16 )
Secretary of State for Business, FE Development, Capacity and Quality 0.24 0.23 -5%
. . . Total Capital Grant 0.51 0.56 9%
Innovation and Skills, Vince Cable, TotaIAZpl'a' tra: > oos o ;7/
. otal Administration . . +27%
set out the revised budget for the Grand Total 450 451 0%

SFA in 2010-11, as detailed in the
table opposite.

Funding Agency, 17 June 2010.

The letter stated that Train to Gain funding would be reduced by

£200 million, with £150 million being used to deliver additional
apprenticeship places and £50 million used for additional capital
investment in FE colleges. An extra £15 million was also allocated to the
SFA “to support the sector to deliver genuine efficiencies”.®

Speech by the Chancellor of the Exchequer, Rt Hon George Osborne MP,

announcing £6.2 billion savings, HM Treasury, 24 May 2010; George Osborne

outlines detail of £6.2bn spending cuts, BBC News, 24 May 2010.

BIS, Funding Letter to Skills Funding Agency: 2010-11, 17 June 2010

Sources: BIS, Skills Investment Strategy, 2010-11, November 2009; BIS, Funding Letter to Skills


http://dera.ioe.ac.uk/10482/1/Skills-Investment-Strategy.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/31996/10-1013-sfa-funding-letter-2010-11.pdf
https://www.gov.uk/government/speeches/speech-by-the-chancellor-of-the-exchequer-rt-hon-george-osborne-mp-announcing-62-billion-savings
https://www.gov.uk/government/speeches/speech-by-the-chancellor-of-the-exchequer-rt-hon-george-osborne-mp-announcing-62-billion-savings
http://news.bbc.co.uk/1/hi/uk_politics/8699522.stm
http://news.bbc.co.uk/1/hi/uk_politics/8699522.stm
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/31996/10-1013-sfa-funding-letter-2010-11.pdf
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3. Funding for adult FE 2011-12 to
2015-16

3.1 Spending Review 2010

The Comprehensive Spending Review 2010 set out the parameters for
public spending over the period 2011-12 to 2014-15. Under the
settlement, the adult FE resource budget was to fall by 25% from a
baseline of £4.3 billion in 2010-11 to £3.2 billion in 2014-15.7

A strategy document published by the Coalition Government in
November 2010, Further Education — New Horizon: Investing in Skills for
Sustainable Growth, provided further information on the spending
review settlement and outlined a number of reforms to be made over
the period to 2014-15:

. fully-funded provision would be focused on learners with very low
levels of skills and there would be an expectation that leaners and
employers would contribute to the costs of intermediate and
higher level courses;

o grant funding for learners aged 24 and over studying at levels 3
and 4 would be removed and replaced with a new loans facility
(24+ Advanced Learner Loans);

o spending on adult apprenticeships would increase by “up to
£250 million a year by 2014-15 compared with the 2010-11
spending review baseline;

o the community learning budget would be protected;

. Train to Gain would be abolished and funding for workplace
training would be focused on SMEs; and

. English for Speakers of Other Languages (ESOL) would be
“refocused”, including removing funding for ESOL delivered in
the workplace.®

The Spending Round 2013 extended the spending review settlement to
2015-16 and announced further savings to the FE budget of “at least
£260 million” in 2015-16, to be made “by prioritising higher value
qualifications, and reducing non-participation spending.”?

3.2 Annual funding allocations

The November 2010 strategy document set out the adult FE funding
allocations for 2011-12 and also outlined the 2010-11 funding baselines
used for the 2010 spending review. It should be noted that the
spending review baselines are not directly comparable with the 2010-11
funding allocations set out in section 1 of this briefing.

7 Department for Business, Innovation and Skills Spending Review Settlement, BIS, 20
October 2010.

8 BIS, Further Education — New Horizon: Investing in Skills for Sustainable Growth
November 2010, pp4-5.

9 HM Treasury, Spending Round 2013, Cm 8639, June 2013, p40.



https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/32366/10-1272-strategy-investing-in-skills-for-sustainable-growth.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/32366/10-1272-strategy-investing-in-skills-for-sustainable-growth.pdf
https://www.gov.uk/government/news/the-department-for-business-innovation-and-skills-spending-review-settlement
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/32366/10-1272-strategy-investing-in-skills-for-sustainable-growth.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/209036/spending-round-2013-complete.pdf
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Funding allocations for the later years of the spending review period
were set out in a series of subsequent publications:

. 2012-13 - Skills Investment Statement 2011 = 2014: Investing in a
World Class Skills System, 1 December 2011.

. 2013-14 — Skills Funding Statement 2012-2015, December 2012
o 2014-15 — Skills Funding Statement 2013-2016, February 2014.

o 2015-16 - Skills funding letter: April 2015 to March 2016,
February 2015.

Total adult FE funding _

As chart 1 shows, total funding allocated to adult FE (excluding ﬁ:f,:, L'quc;:tl :ﬁzl:iins
the European Social Fund) declined from £3.91 billion in £ billions, cash
2011-12'° to £3.74 billion in 2015-16 — a reduction of 4.4% in |
cash terms and 5.3% in real terms.'" These figures include

funding for Advanced Learner Loans, for which some 3 1
additional funding was obtained outside of the spending

review settlement.’ If funding for loans is excluded then total
direct funding for adult FE fell from £3.91 billion in 2011-12 to
£3.24 billion in 2015-16 —a 17% cut in cash terms or 21% in

real terms. 1.

A more detailed breakdown of funding over the period of the

2010 spending review is provided in the following two 0
sections. 1112 12-13 13-14 14-15 15-16

Box 2: European Social Fund

Money from the European Social Fund (ESF) is used to support individuals who are not supported by the
‘standard’ funding system. The total value of the ESF programme for 2007-2013 was £1.6 billion and
the follow on programme for 2014-2020 is expected to total £1.0 billion.' An estimate of the likely ESF
funding to be used in a given year has been included in some skills investment statements, but not on a
consistent basis. Between 2011-12 and 2015-16 the estimated funding from the ESF in any given year
ranged between £0.17 billion and £0.18 billion.

Funding for teaching and learning

From 2011-12, funding for classroom-based adult FE, adult
apprenticeships and other workplace training was combined to form a
single Adult Skills Budget (ASB). Some teaching and learning funding
remained outside the ASB, however, including:

. Community learning: referred to as Adult Safeguarded Learning
until 2013-14, community learning comprises a wide range of
non-formal courses, such as IT courses, employability skills and
family learning, primarily provided by local authorities or further
education colleges; and

19 The baseline for 2010-11 used in the 2010 Spending Review does not provide a
figure for total FE and Skills funding in 2010-11 that is comparable to later years.

' Real terms reduction calculated using 2015-16 prices based on the June 2016 GDP
deflator.

2. BIS & SFA, Skills Funding Statement 2012-2015, December 2012, p6.

13 SFA, Annual Report and Accounts 2015 to 2016, July 2016, p12.



https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/32374/11-1374-skills-investment-statement-2011-2014.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/32374/11-1374-skills-investment-statement-2011-2014.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/82774/bis-12-p172x-skills-funding-statement-2012-2015.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/278529/bis-14-p172a-skills-funding-statement-2013-2016.pdf
https://www.gov.uk/government/publications/skills-funding-letter-april-2015-to-march-2016
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/82774/bis-12-p172x-skills-funding-statement-2012-2015.pdf
https://www.gov.uk/government/publications/skills-funding-agency-annual-report-and-accounts-2015-to-2016
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. Offender learning and skills service (OLSS): the OLSS contracts
with four organisations who provide learning and skills training
for offenders in custody in England.

These funding streams remained broadly unchanged through to
2015-16, with the addition of funding for 24+ Advanced Learner Loans
and the Employer Ownership pilots from 2013-14 onwards.™

Box 3: Advanced Learner Loans

From 2013-14, grant funding for leaners aged 24 and over studying at levels 3 and 4 (e.g. A-levels) was
removed and replaced with Advanced Learner Loans. Initially, loans also replaced grants for apprentices
aged 24 and over studying at level 3 and above. However, loans for apprentices were dropped from
February 2014 onwards, in part due to low take-up, and higher level apprenticeships were instead
made eligible for grant funding from the ASB.™ The Spending Review 2015 announced plans to expand
eligibility for Advanced Learner Loans to 19-23 year olds studying at levels 3 and 4, and to learners
aged 19 and over studying at levels 5 and 6.'® The availability of loans does not replace the entitlement
to full grant funding for learners aged 19-23 undertaking their first level 3 qualification.™

The amount a learner can receive in a loan depends on the course they are studying and their fees.
They begin to repay their loan (plus interest), subject to income, from the April following the
completion of their course. Repayments are made at 9% of any income in excess of £21,000 a year.

More information on Advanced Learner Loans is available on the Gov.uk website at, Advanced Learner
Loan and in the SFA publication, Advanced learner loans funding and performance-management rules
2016 to 2017.

As chart 2 shows, initial ASB funding fell Chart 2: 19+ FE teaching & learning funding

. . e billion, cash, initial all
from £2.84 billion in 2010-11 to £2.01 billion 5 & M aeatens sk udge advenced Learer Loans

in 2015-16, a reduction of 29% in cash terms Offender Learning and Skils Service
and 34% in real terms. It should be noted, 3.0 1
however, that from 2013-14 onwards, part m .
of this reduction is associated with the 22
introduction of funding for Advanced Learner
Loans and Employer Ownership pilots.

2.0 A

The funding statements indicate a minimum
level of funding that it is expected should be
used for apprenticeships. The funding
earmarked for apprenticeships increased from  os -
a 2010-11 baseline of £0.36 billion to

£0.77 billion in 2015-16 — a real terms e 2010-11 2011-12 2012-13 2013-14 2014-15
increase of just under 100%. As a result, the (5R baseline)

maximum funding allocated to non-apprenticeship learning across the

ASB, the Employer Ownership Pilots and Advanced Learner Loans

declined from £2.48 billion in 2010-11 to £1.82 billion in 2015-16 — a

reduction of 26% in cash terms and 31% in real terms.™

4 Under the Employer Ownership Pilot Scheme funding for vocational training was
allocated directly to employers who were invited to enter a competition to secure
funds. More information is available at: Employer Ownership of Skills pilot.

> SFA & BIS, Skills Funding Statement 2013-2016, February 2014, p10.

6 A guide to qualification levels is available on the Gov.uk website at: Compare
different qualification levels.

7 SFA, Advanced Learner Loans funding and performance management rules, 2016-
17, July 2016, pé6.

'8 In2011-12 and 2012-13, the minimum expectation for apprenticeships covered
apprenticeships delivered through the ASB. For 2013-14, it covered apprenticeships
delivered through the ASB, the Employer Ownership Pilots and Advanced Learner

Employer Ownership m Community Learning

2015-16


https://www.gov.uk/advanced-learner-loan/overview
https://www.gov.uk/advanced-learner-loan/overview
https://www.gov.uk/advanced-learner-loan/overview
https://www.gov.uk/government/publications/advanced-learner-loans-funding-rules
https://www.gov.uk/government/publications/advanced-learner-loans-funding-rules
https://www.gov.uk/government/publications/employer-ownership-of-skills-pilot
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/278529/bis-14-p172a-skills-funding-statement-2013-2016.pdf
https://www.gov.uk/what-different-qualification-levels-mean/compare-different-qualification-levels
https://www.gov.uk/what-different-qualification-levels-mean/compare-different-qualification-levels
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/533980/Advanced_Learner_Loans_funding_rules_2016_to_2017_V3.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/533980/Advanced_Learner_Loans_funding_rules_2016_to_2017_V3.pdf
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The other major components of the adult FE teaching and learning
budget saw little change in cash terms over the period. Funding for
community learning was held at £211 million per year until 2014-15,
before increasing slightly to £216 million in 2015-16 in order to provide
an additional £5 million for pilot courses to help adults recover from
mild to moderate mental illness.™ Funding for the Offender Learning
and Skills Service decreased slightly from the 2010-11 baseline of

£135 million to an initial allocation of £129 million in 2015-16.

Overall, excluding the European Social Fund but including Advanced
Learner Loans, initial funding for adult FE teaching and learning fell
from £3.18 billion in 2010-11 to £2.94 billion in 2015-16, a reduction
of 8% in cash terms or 14% in real terms. The funding allocation for
each funding stream in each year is provided in table 2 below.

The figures in this section, and the figures in table 2, refer to initial
funding allocations only and do not include further in-year changes. This
is of particular relevance in 2015-16 when changes were made to the
initial funding allocations following the 2015 Summer Budget (see
below).

Table 2: 19+ FE Funding, England 2010-11 to 2015-16
£ billion, initial allocations

2010-11
(SRbaseline) ~ 2011-12  2012-13  2013-14  2014-15  2015-16

Cash prices
Adult Skills Budget 2.84 2.80 2.70 247 2.26 2.01
Employer Ownership 0.00 0.00 0.00 0.05 0.07 0.09
Advanced Learner Loans 0.00 0.00 0.00 0.13 0.40 0.50

Minimum expectation for apprenticeships ® 0.36 0.61 0.70 0.76 0.77 0.77
Offender Learning and Skills Service 0.13 0.13 0.13 0.13 0.13 0.13
Adult Safeguarded Learning/Community Learning 0.21 0.21 0.21 0.21 0.21 0.22
Total Teaching and Learning ¢ 3.18 3.14 3.04 2.98 3.07 294
2015-16 prices®
Adult Skills Budget 3.03 2.95 2.79 2.51 2.26 2.01
Employer Ownership 0.00 0.00 0.00 0.05 0.07 0.09
Advanced Learner Loans 0.00 0.00 0.00 0.13 0.40 0.50

Minimum expectation for apprenticeships ® 0.39 0.64 0.72 0.78 0.77 0.77
Offender Learning and Skills Service 0.14 0.14 0.14 0.13 0.13 0.13
Adult Safeguarded Learning/Community Learning 0.23 0.22 0.22 0.21 0.21 0.22
Total Teaching and Learning ¢ 3.40 3.31 3.14 3.03 3.07 2.94
Notes

(@) In 2011-12 and 2012-13, the minimum expectation for apprenticeships covered apprenticeships delivered through the ASB. For 2013-14, it
covered apprenticeships delivered through the ASB, the Employer Ownership Pilots and Advanced Learner Loans. For 2014-15 and 2015-16 it

covered apprenticeships delivered through the ASB and the Employer Ownership Pilots.
(b) Prices adjusted to 2015-16 values using the GDP deflator for June 2016

(c) Figures for total teaching and learning exclude funding from the European Social Fund

Values in shaded areas are based on the indicative budget for 2014-15 as no figure was provided in the final initial allocations.

Sources

BIS, Further Education - New Horizon: Investing in Skills for Sustainable Growth, November 2010; BIS, Skills Investment Statement 2011 — 2014:
Investing in @ World Class Skills System, 1 December 2011; BIS, Skills Funding Statement 2012-2015, December 2012; BIS, Skills Funding Statement

2013-2016, February 2014; and BIS, Skills funding letter: April 2015 to March 2016, February 2015.

Loans. For 2014-15 and 2015-16 it covered apprenticeships delivered through the
ASB and the Employer Ownership Pilots; Advanced Leaner Loans were no longer
available for apprenticeships from February 2014.

19 BIS, Skills funding letter: April 2015 to March 2016, February 2015.



https://www.gov.uk/government/publications/skills-funding-letter-april-2015-to-march-2016
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2015 Summer Budget changes Chart 3: ASB, Employer Ownership and Advanced
. Learner Loans fundin
In his Summer Budget of July 2015, the then £ billions, cash prices 9 . N,
! = Maximum non-apprenticeship funding
Chance”or, George OSborne, announced further 3 - m Minimum expectation for apprenticeships

spending reductions, including in-year cuts for

the Department for Business, Innovation and

Skills. Following this, Peter Lauener, Chief

Executive of the Skills Funding Agency, outlined

in a letter how this impacted on the adult FE

funding allocations for 2015-16. The letter set

out a further 3.9% reduction in non- "
apprenticeship ASB funding (and for

discretionary learner support). This reduced the

non-apprenticeship ASB by around a further 0.
£50 million compared to the initial allocation for 2010-11 2011-12 2012-13  2013-14 2014-15 2015-16 2015-16
(SR (initial (post
2015-16. baseline) allocation) summer
budget)

Chart 3 shows the split between apprenticeship

and non-apprenticeship funding across the ASB, the Employer
Ownership pilots and Advanced Learner Loans between 2010-11 and
2015-16. The shift to apprenticeship funding is clear; the proportion of
funding earmarked for apprenticeships increased from 13% in 2010-11
to around 30% following the 2015 Summer Budget.

Non-teaching funding

The funding streams for the non-teaching components of the adult FE
budget were not presented on a consistent basis in the skills funding
statements between 2010-11 and 2015-16. This means that it is not
possible to provide comparable figures for the total funding allocation
for the non-teaching part of the adult FE budget over this period. This
section therefore provides figures for the individual non-teaching
components of adult FE and skills funding.

Student and learner support funding
Learner support funding was made up of a number of components:

o Discretionary Learner Support: available from further education
providers to help learners on fully-funded

courses who are facing financial difficulty; Chart 4: Teaching/learner support funding
£ million, cash
. The learner support element of the Advanced 300 -
Learner Loans Bursary Fund; m Learner Support

m National Careers Service

. Professional and Career Development Loans;
and

200 A
. Dance and Drama Awards.

Funding for the National Careers Service also fell
within the broader student and learner support 100 A
funding stream.

Learner support funding increased from £144 million

In 2010_1 1 to £206 mllllon In 2014_1 SI before ¢ 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16
reducing to an initial allocation of £173 million in (SR ) ) _ 7 inita
2015-16. The initial 2015-16 allocation was reduced baseline) allocation)

further as a result of an additional 3.9% cut to discretionary learner


https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/446922/Funding_Allocations_2015_to_2016.pdf
https://www.gov.uk/discretionary-learner-support
https://www.gov.uk/advanced-learner-loan/bursary-fund
https://www.gov.uk/advanced-learner-loan/bursary-fund
https://www.gov.uk/career-development-loans/overview
https://www.gov.uk/dance-drama-awards
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support funding announced in the Summer Budget 2015. As a result,
the reduction in learner support funding between 2014-15 and
2015-16 was slightly larger than indicated by chart 4, which is based on
the initial allocations.

Funding for the National Careers Service increased from £83 million to
£91 million over the period — an increase of 2.6% in real terms.

Skills infrastructure

Skills infrastructure funding includes funding for the Chart 5: Skills infrastructure funding
apprenticeship vacancy system and the promotion of £ million, cash, initial allocations
apprenticeships. It also previously included funding for 150 1

the Learning and Skills Improvement Service (LSIS), the

improvement body for the FE and skills sector in 1901

England.?® In December 2012, the Government 50 |

confirmed that the LSIS would cease to receive public

funding from 2013-14.2" 0

Skills infrastructure funding fell from the 2010-11 1?5';1 iz 13 13 s 156
spending review baseline of £137 million to £23 million baseline)

in 2015-16 — a real terms reduction of 84%.

Funding to support the FE and skills sector

This covers funding for a range of programmes not O B U nding to support the adult
routed through the SFA, including the UK Commission £ million, cash, initial allocations

for Employment and Skills. The 2010 spending review 160 1
announced a 46% reduction to this funding between

120 -
2010-11 and 2014-15.%

Funding to support the FE and skills sector fell from 801
£0.16 billion in 2012-13 to £0.11 billion in 2015-16 — 40 |
a 31% reduction in cash terms and 33% in real terms.
Funding allocations are only provided on a consistent 0 A

2012-13 2013-14 2014-15 2015-16

basis from 2012-13, meaning that it is not possible to
provide figures for years before 2012-13.

Capital
The 2010 Spending Review took a zero based review Chart 7: Capital grants
to capital funding and so no baseline figure for 2010- £ million, cash, initial allocations

11 was provided. However, the November 2010 500 1

strategy document, Further Education — New Horizon: 400 -
Investing in Skills for Sustainable Growth, stated that

the 2010-11 capital budget was £580 million.?* The

spending review settlement provided for a reduced 200
capital funding allocation of £305 million in 2011-12
and funding was reduced further to £279 million in
2012-13. Following the 2013 Autumn Statement, 0 -

300 +

100 A

1-12 12-13  13-14  14-15  15-16

20 For more information on the work of the LSIS, see the archived version of its website
at: Learning and Skills Improvement Service.

21 LSIS funding to cease as chair plans legacy strategy, FE Week, 10 December 2012.

22 BIS, Skills Investment Statement 2011 — 2014: Investing in a World Class Skills
System, 1 December 2011, p4.

23 BIS, Further Education — New Horizon: Investing in Skills for Sustainable Growth,
November 2010, p25.



https://www.gov.uk/government/organisations/uk-commission-for-employment-and-skills
https://www.gov.uk/government/organisations/uk-commission-for-employment-and-skills
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/32366/10-1272-strategy-investing-in-skills-for-sustainable-growth.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/32366/10-1272-strategy-investing-in-skills-for-sustainable-growth.pdf
http://webarchive.nationalarchives.gov.uk/20070905124712/http:/lsis.org.uk/LSISHome.aspx
http://feweek.co.uk/2012/12/10/lsis-funding-to-cease-as-chair-plans-legacy-strategy/
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/32374/11-1374-skills-investment-statement-2011-2014.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/32374/11-1374-skills-investment-statement-2011-2014.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/32366/10-1272-strategy-investing-in-skills-for-sustainable-growth.pdf
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additional funding was provided for FE capital, meaning that funding
increased to £468 million in 2013-14.2% In subsequent years, funding
decreased slightly to reach £410 million in 2015-16, a real terms
reduction of 34% compared to the budget for 2010-11.%

4. SFA expenditure on adult FE
2010-11 to 2015-16

An alternative way to look at the financial support provided to adult FE
is to look at outturn expenditure from the SFA’s annual accounts. This
allows for a comparison of what was actually spent rather than
allocated at the spending review. In addition, while the categories used
in the SFA annual accounts are similar to those used in the skills funding
statements and letters, in some places they provide slightly more detail —
for example, a more detailed breakdown of ASB expenditure between
2010-11 and 2014-15. The accounts also allow a consistent time series
for all non-teaching expenditure excluding capital to be created back to
2010-11.

Teaching and learning expenditure

Based on the SFA accounts, total teaching and learning expenditure fell
from £3.63 billion in 2010-11 to £2.48 billion in 2015-16, a cash terms
reduction of 32%. ASB expenditure declined by 36% in cash terms over
the period from £2.95 billion to £1.88 billion. Within the ASB,
expenditure on adult

apprenticeships Chart 8: 19+ FE and skills expenditure
increased by 58% from 4 £ billion, cash prices

£0.45 billion in

2010-11 to

£0.71 billion in 2015- 3

16; non-apprenticeship

ASB expenditure

reduced by 54% over 2
the period from

£2.50 billion to

£1.14 billion. It should 1
be noted when

considering reductions

to ASB expenditure that 0

ESF Programmes

Offender Learning
Community Learning
Employer Ownership

Apprenticeship ASB

Non-apprenticeship ASB

the SFA accounts do 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16
not include expenditure on Advanced Learner Loans (see box three
below).

The accounts for 2010-11 to 2014-15 provide a further breakdown of
non-apprenticeship ASB expenditure. This shows that the largest
proportional reduction was in non-apprenticeship workplace training,
which fell by 87% in cash terms from £0.74 billion in 2010-11 to

24 BIS, Skills Funding Statement 2012-2015, December 2012
2> Capital funding for 2015-16 includes £80 million routed through the SFA and £330
million routed through DCLG, LEPs and BIS.
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£0.09 billion in 2014-15. Classroom-based expenditure within the ASB
fell by 17% in cash terms over the same period, from £1.73 billion to
£1.43 billion. Figures for other workplace training and classroom based
expenditure were not provided in the SFA’s accounts for 2015-16.

Box 4: Amount paid in Advanced Learner Loans

The funding allocations for Advanced Learner Loans detailed in section 3 of this briefing refer to the
maximum budget available to be paid out in loans during the year. This is not the same as the money
subsequently paid out to students. Statistics from the Student Loans Company suggest that the amount
paid out in Advanced Learner Loans was less than the maximum budget allocation in both years where
figures for the full year are available. In 2013-14, when the initial budget allocation for loans was £129
million, £116 million was paid out. In 2014-15, when the initial budget allocation was £398 million,
£145 million was paid out in loans.2®

Expenditure on community learning saw little change over the period,
staying at around £210 million between 2010-11 and 2014-15, before
increasing to £215 million in 2015-16. Spending on offender learning
decreased from £146 million in 2010-11 to £135 million in 2014-15,
before increasing to £142 million in 2015-16.

Table 3 provides teaching and learning expenditure figures for the
period 2010-11 to 2015-16 in 2015-16 prices.

Table 3: Skills Funding Agency FE teaching and learning expenditure, 2010-11 to 2015-16
£ billion, 2015-16 prices

% change
10-11 to
2010-11  2011-12  2012-13  2013-14 2014-15 2015-16 15-16
ASB 3.16 2.84 2.71 2.52 2.31 1.88 -40.5%
Adult apprenticeships 0.48 0.66 0.78 0.77 0.78 0.71 +47.4%
Apprenticeship grant for employers - - - - - 0.03
Adult Skills excluding apprenticeships 2.67 2.18 1.93 1.74 1.53 1.14 -57.4%
Classroom-based 1.85 1.61 1.62 1.59 143
Other workplace training 0.80 0.56 0.31 0.15 0.09 - -
City Deals - - 0.00 0.01 0.01 - -
Growth and Investment Fund 0.03 0.02 0.00 - - - =
Employer Ownership - - - - 0.05 0.04 -
Community Learning 0.22 0.22 0.22 0.21 0.21 0.21 -4.2%
Offender Learning 0.16 0.16 0.15 0.15 0.13 0.14 -9.0%
ESF Programmes 0.34 0.12 0.15 0.16 0.25 0.20 -39.0%
Other non-BIS funded programmes 0.01 0.01 0.01 0.00 0.00 0.00 -72.8%
Total Teaching and Learning 3.88 3.35 3.23 3.04 2.95 2.48 -36.0%

Source, SFA, Annual Report and Accounts, various years

Non-teaching expenditure

Expenditure on leaner support increased by 33% in cash terms from
£120 million in 2010-11 to £160 million in 2014-15, before reducing to
£133 million in 2015-16. A response to a parliamentary question in
December 2015 provided a further breakdown of 2015-16 learner
support expenditure. Of forecast expenditure of £132 million:

. around £86 million (65%) was expected to be spent on
Discretionary Learner Support;

26 Student Loans Company, Advanced Learner Loans paid in England, various years



http://www.slc.co.uk/official-statistics/full-catalogue-of-official-statistics/student-support-for-further-education-england.aspx
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. around £35 million (27 %) was expected to be spent on the
Advanced Learner Loan Bursary Fund;

. around £2.5 million (2%) was expected to be used to meet the
costs of Professional and Career Development Loans; and

. around £8.5 million (6%) was expected to be used on Dance and
Drama Awards.?’

Expenditure on the National Careers Service increased from £63 million
in 2010-11 to £93 million in 2013-14, before decreasing in subsequent
years to £61 million in 2015-16.

Capital expenditure decreased by 59% in cash terms between 2010-11
and 2012-13, from £683 million to £282 million. Spending increased to
£382 million in 2013-14 before declining again to £296 million in
2014-15. SFA figures for capital expenditure in 2015-16 are not
comparable with previous years as the responsibility for the majority of
expenditure transferred to Local Enterprise Partnerships.

Mirroring the large proportional reduction in the initial funding
allocations, expenditure on skills infrastructure reduced by 81% in cash
terms from £162 million in 2010-11 to £31 million in 2015-16.

Table 4: Selected Skills Funding Agency non-teaching and learning expenditure
£ million, cash

2010-11  2011-12  2012-13 2013-14 2014-15 2015-16

Learner Support Funds 120 130 144 155 160 133
National Careers Service 63 69 74 93 85 61
Skills Infratsruture 162 84 85 32 48 31
Capital 683 387 282 382 296 -
Administration 122 170 131 133 98 90

Source, SFA, Annual Report and Accounts, various years

27 PQ HL4260, 11 December 2015.


http://www.parliament.uk/written-questions-answers-statements/written-question/lords/2015-12-03/HL4260
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5. Adult FE funding from 2016-17
5.1 Spending Review 2015

The 2015 Spending Review set out the parameters for public spending
over the period 2016-17 to 2019-20. The settlement includes a
protection for the “core adult skills participation budgets” in cash terms
at £1.5 billion. Additionally, savings of £360 million will be made from
non-participation budgets, including the UK Commission for
Employment and Skills. A written statement in July 2016 confirmed that
funding for the UK Commission for Employment and Skills would be
withdrawn during 2016-17.

The spending review also outlined plans to expand Advanced Learner
Loans to 19-23 year olds studying at levels 3 and 4, and to learners
aged 19 and over studying at levels 5 and 6.%

5.2 Skills funding letter 2016-17

The 2016-17 skills funding letter was published in December 2015. The
letter set out funding for further education for 2016-17 and also gave
indicative budgets up to 2019-20. From 2016-17, a new Adult
Education Budget (AEB) has been created by combining what were
previously three separate funding streams:

o the non-apprenticeship part of the ASB;
o community learning; and
. discretionary learner support.

The Government is seeking to transfer control of the AEB to local areas
through devolution agreements and aims to have fully devolved budgets
from 2018-19 subject to local

readiness.? Chart 9: 19+ FE teaching & learning funding

£ billion, cash, initial allocations

Teaching and learning funding 351 g Eccation s

The funding letter set out a 2015-16 o o Apprenticeships
baseline for the AEB of £1.49 billion 30 { ©ffenserteamng andsidls senice
and stated that this will be
maintained in cash terms in
2016-17. The indicative AEB for
2017-18, 2018-19 and 2019-20 will
be held constant at £1.5 billion.

Funding for apprenticeships is
initially planned to increase from a
2015-16 baseline of £0.74 billion to
£0.93 billion in 2016-17, before
increasing further to £1.42 billion by
2019-20. It should be noted that

2015-16 2016-17 2017-18 2018-19 2019-20
from 201 7-1 8 Onwal’dS baseline (indicative) (indicative) (indicative)

28 A guide to qualification levels is available on the Gov.uk website at: Compare
different qualification levels.
29 NAO, English devolution deals, 20 April 2016, p47.
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apprenticeship funding will, in part, be provided via the apprenticeship
levy, a charge set at 0.5% of any UK employer’s pay bill in excess of

£3 million. By 2019-20, the Government estimates that the levy will
generate over £3 billion of revenue per year, with £2.5 billion to be
used for apprenticeships in England. More information on how revenue
raised from the levy will be spent is available on the House of Commons
Library blog at: Reforms in apprenticeship funding: where do we stand
now?

The budget for Advanced Learner Loans is planned to increase from a
2015-16 baseline of £0.20 billion to £0.48 billion in 2019-20. The
2015-16 baseline is based on an estimate of the likely value of loans
paid put in the year, which is £298 million less than the initial budget
allocation set out in the skills funding letter. Whether the forecast
increase in loan budgets result in an increase in loan funding provided
to students depends in part, of course, on the future demand for loans
(see box three above).

Funding for the Offender Learning and Skills Service, which remains
outside the AEB, is planned to remain flat in cash terms at £0.13 billion
in each year to 2019-20.

Non-teaching funding

The 2016-17 skills funding letter consolidates non-teaching funding into
two funding lines:

. funding to support 19+ Chart 10: 19+ FE support funding
apprenticeships which is set to £ million, cash, initial allocations Adult Educat
' m Adult Education support
increase from a 201 5_'] 6 ® 19+ apprenticeships support

baseline of £30 million to 4907

£80 million in 2017-18, before
decreasing to £62 million in
2019-20; and

300 -~

. 200 A
. funding to support adult

education, which is planned to
increase from a 2015-16
baseline of £343 million to
£390 million in 2016-17, 2015-16 2016-17 2017-18 2018-19 2019-20
before decreasing year-on-year baseline (indicative) (indicative) (indicative)
to £239 million in 2019-20.

Total FE and skills funding

The table on the next page shows the total adult FE funding allocations,
for both teaching and non-teaching, as set out in the skills funding
letter. Allocations from 2017-18 onwards are indicative only.

100 -~
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Table 5: 19+ FE and skills budget 2016-17 to 2019-20

£, billion, cash

% change
2015-16 2017-18 2018-19 2019-20 15-16to
baseline  2016-17 (indicative) (indicative) (indicative) 19-20
19+ Apprenticeships 0.74 0.93 1.08 1.25 1.42 +92%
Adult Education Budget 1.49 1.49 1.50 1.50 1.50 +1%
Total core teaching and learning 2.23 242 2.58 2.76 293 +31%
Advanced Learner Loans 0.20 0.26 0.33 0.44 0.48 +140%
Total Adult Teaching and Learning 244 2.68 2.90 3.20 3.41 +40%
Offender Learning and Skills Service 0.13 0.13 0.13 0.13 0.13 0%
Funding to support
19+ apprenticeships 0.03 0.08 0.08 0.07 0.06 +100%
Adult Education 0.34 0.31 0.26 0.19 0.18 -47%
Total funding to support 0.37 0.39 0.34 0.27 0.24 -35%
Grand Total 2.94 3.20 3.37 3.60 3.78 +29%

Source: BIS, Skills Funding Letter 2016-17, December 2015
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