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The skills problem as a qualifications 
problem 

1  The Leitch Review presents skills as a big 
problem. This big problem is defined, more 
or less, in terms of qualification levels and 
the attainment of first Level 2s, first Level 3s 
and first Level 4s. Progression is upward. The 
Leitch agenda is an up-skilling agenda.

A bigger problem than up-skilling

2  But the reality is that the skills problem is 
bigger than the Leitch Review acknowledges. 
Even in the context of defining the skills 
problem as a qualifications problem, there is the 
issue of lateral progression or re-skilling from, 
say, a first Level 3 to a second Level 2, or a first 
Level 2 to a second Level 1. Whether defined as 
the attainment of whole qualifications or units, 
the re-skilling agenda is a critical omission of 
the Leitch Review. Funding up-skilling is also 
only part of the problem. Funding re-skilling 
makes the policy problem even bigger. 

Big problems require big solutions

3  Big problems require big solutions. Bigger 
problems require even bigger solutions. This 
applies to skills as well as other policy areas, 
and particularly adult skills compared with 
other parts of the education and skills system.

Big solutions have been implemented 
elsewhere since 1997

4  In policy areas outside of education and 
training, Labour has been willing to think big and 
implement big. Examples include tackling the 
under-funding of the NHS through increased 
general taxation; tackling low pension savings 
through the introduction by 2012 of a National 
Pension Savings Scheme based on compulsory 
tripartite funding between employers, employees 
and the taxpayer; and strengthening work-life 
balance with the introduction of a statutory 
entitlement to flexible working, based on a right 
to request and a duty to consider. 

Thinking big in certain parts of the 
education and training system

5  Similarly, Labour has also been prepared 
to think big and implement big in parts of 

the education and training system. This is 
especially true in English school education 
– with significant increases in schools funding, 
the creation of school academies and greater 
school freedoms, and in English higher 
education, with the introduction of variable 
fees up to £3,000 per year for full-time 
undergraduates. 

6  Equally, Labour is still thinking big in key 
areas of education and training. On 14–19, 
there is the prospect of raising the statutory 
learning leaving age from 16 to 18, and 
intense debates on whether to transfer 16–19 
LSC funding to local authorities in response 
to the agenda of decentralisation and 
devolution. In higher education, all eyes are on 
the 2009 Higher Education Funding Review 
and removing the £3,000 cap on HE variable 
top-up fees.

Adult skills, the true neglected child

7  Before the Leitch Review, adult skills 
was the true neglected child of the English 
education and training system. From a public 
funding perspective, HE funding (£10.5bn 
in 2007/08) is three times greater than adult 
skills (£3.3bn), state funding of HE teaching 
costs (£6.7bn in 2007/08) is over twenty times 
greater than that for adult apprenticeships, 
and state funded Level 4+ provision is ten 
times greater than adult Level 3 funding. In 
addition, the adult skills system was essentially 
voluntary. Statutory funding mechanisms were 
few and statutory regulation limited.

Ripe for big solutions

8  Bearing in mind the up-skilling challenge 
of the Leitch Review, the additional challenge 
of re-skilling, the neglected status of publicly 
funded adult skills and the essentially 
‘voluntary’ approach to adult skills, this part 
of the education and training system was ripe 
for big solutions. Potential big solutions could 
have included increased general taxation 
for adult skills; compulsory co-funding of 
learning accounts between employers, 
employees and the taxpayer; a statutory right 
to paid time off for adults achieving up to a 
first Level 2, linked to a right to request and a 
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duty to consider, and statutory licences to 
practise. But it is as though big solutions were 
never wanted in adult skills or certainly not 
until well after 2010. 

Cutting across big solutions for  
adult skills

9  Decisions to ‘go big’ outside education  
and training policy – such as increased 
taxation for the NHS, compulsory tripartite 
funding of pensions and statutory regulation of 
work-life balance – cut across the opportunity 
to go big on adult skills. Similarly, decisions 
to go big on 14–19 – such as raising the 
learning leaving age to 18, which requires 
statutory regulation of the youth labour market 
– cut across the opportunity to go big on 
adult skills. Political capital for compulsory 
employer and employee funding, and statutory 
regulation of adult skills has been used up in 
other areas of public policy.

Still the neglected child

10  Adult skills remain the neglected child of 
the education and training system even in 
the aftermath of the Leitch Review. Half-way 
houses rather than big solutions were always 
the order of the day. Given the overall political 
constraints, the focus of the Leitch Review had 
to be on:

(i)	 threatening rather than implementing 
statutory intervention;

(ii)	 marginal long-term increases in  
public funding;

(iii)	 re-engineering of existing adult skills 
funding towards first Level 2 and first  
Level 3 qualifications;

(iv)	 further qualifications reform, and
(v)	 framing structural reform to leave open 

decisions taken on the future of 16–19  
LSC funding.

11  No recommendations are made for 
statutory funding or fiscal incentives for 
adult up-skilling. Whilst the Leitch Review 
rightly recommends an expanded loans 
system linked to the attainment of adult first 
Level 3 qualifications they are to take the form 
of mortgage-style career development loans 
rather than the more advantageous HE-style 
income-contingent loans. The review only 
threatens a statutory right to paid time off for 
adult employees seeking qualifications up to 

a first Level 2 linked to Train to Gain. Statutory 
licences to practise are ruled out. 

12  There are no recommendations for a 
national funding system for adult re-skilling. 
Adult Learner Accounts could be a voluntary 
approach to support adult re-skilling but there 
is no 2020 vision for Adult Learner Accounts 
in the same way as the Government has a 
2012 vision for the new National Pension 
Savings Scheme based on 6.7 million personal 
‘pension’ accounts. 

13  The Leitch Review estimates that the cost 
of the ambitions for adult basic skills, first Level 
2 and first Level 3 attainments will be £1.5bn 
to £2bn by 2020. However, this is a gross 
figure for public and private funding, and a  
UK-wide rather than an England-wide 
estimate. Furthermore, no date is set when 
the funding increase – especially the share 
of public funding – will reach this level. Even 
if, however, the share of public funding in 
England is half the upper estimate, say £1bn 
per year, and it was released in full from 
2008/09 out of the £3.3bn increase in DfES 
spending following Budget 2007, adult skills 
would still be the weakest part of the publicly 
funded system. The cost of HE in England 
will be around £10.5bn in 2007/08 compared 
to £3.3bn for adult skills. An additional £1bn 
whilst welcome would do little to close the 
historic funding gap between adult skills and 
HE, let alone between adult Level 3 (£0.7bn in 
2007/08) and adult Level 4 (£6.8bn in 2007/08).

Re-making the case for adult skills

14  Re-making the case for adult skills in the 
21st century means ending the false debate 
between FE and HE, and comparing the whole 
of LSC funding with the whole of HE funding. 
It is 19+ LSC funding and HE funding which 
should be considered in the round. The 2009 
HE Funding review should be extended to 
cover 19+ LSC funding.

A new adult skills agenda

15  Re-skilling as well as up-skilling must be 
placed at the heart of the new adult skills 
agenda, an agenda which must also be 
closely linked to pension, work-life balance 
and business support policies. Up-skilling 
and re-skilling is critical to maximising lifetime 
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earnings and income available for pension 
savings. They are also critical to assisting 
employers to manage absence resulting from 
work-life balance policies. The time has come 
to put adult skills policy ahead rather than 
always behind pension and work-life balance 
policy. And the new adult skills agenda must 
embrace the principle of derived demand, 
which explains how innovation, product 
development and new technology drives-up 
employer skill demand. A stronger business 
support policy is critical to a reformulated adult 
skills strategy.

Daring to think big on adult skills

16  Politicians of all parties must dare to think 
big on adult skills. They must put adult skills 
first. And they must consider big solutions 
to a big problem, including increased direct 
taxation for adult skills similar to the NHS; a 
compulsory ‘national skills saving scheme’ 
similar to the new pension account, and a 
national system of voluntary learning accounts 
covering 19+ LSC and HEFCE funding, Child 
Trust funds to facilitate saving for skills, and 
fiscal incentives to encourage co-funding of 
skills between employers and employees.
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The provenance of skills

1.1  There is a time-honoured tradition that 
commentaries on UK skills are obliged to 
follow. They must start with references to 
commissions or inquiries reporting in the late 
Victorian era, a few years after the Second 
World War or at least the 1980s. This is 
intended to show that Britain has a historic 
skills problem, one that has been recognised 
by every generation since the late 19th 
century. But tracing back the lineage of the 
skills problem is not particularly interesting in 
itself. Scale is also important. Generation after 
generation has defined the skills problem as a 
big problem, putting at risk Britain’s position 
as a trading nation and the competitiveness of 
the economy.

1.2  Each of the inquiries into the skills 
problem since Labour came to power in 1997 
– by the National Skills Task Force [2000], the 
Cabinet Office [2002] and the Leitch Review 
[2006] – has followed this tradition. Collectively 
though, they have extended the dimensions 
of the problem, adding social justice, 
social mobility, quality of life and an ageing 
population to economic competitiveness. 

Skills, qualifications and levels

1.3  It is well known that skills are not 
qualifications and yet policy analysis is invariably 
based on qualifications. Qualifications can be 
achieved as a ‘whole’ or through accumulating 
‘units’. In turn, qualifications either on their own 
or bundled up together can be assigned to 
levels (see Figure 1 in terms of England). 

1  A big problem which is even bigger

Figure 1

Source: QCA Website © Crown copyright

Previous levels (Examples)

National Qualifications Framework 
(NQF)

Framework for Higher Education Qualifications 
(FHEQ)

Current levels (Examples)

Level 5
Level 5 NVQ in Construction
Level 5 Diploma in Translation

Level 8
Specialist awards

Level 7
Level 7 Diploma in Translation

Level 4
Level 4 National Diploma in Professional 
Production Skills
Level 4 BTEC
Higher National Diploma in 3D Design 
Level 4 Certificate in Early Years Practice

Level 6
Level 6 National Diploma in Professional 
Production Skills

Level 5
Level 5 BTEC Higher National Diploma in  
3D Design

Level 4
Level 4 Certificate in Early Years Practice

Levels (Examples)

D (doctoral) Doctorates

M (masters) Masters degrees, postgraduate 
certificates and diplomas 

H (honours) Bachelor degrees, graduate  
certificates and diplomas 

I (intermediate) Diplomas of higher education  
and further education, foundation degrees and 
higher national diplomas

C (certificate) Certificates of higher education

Level 3 
Level 3 Certificate in Small Animal Care
Level 3 NVQ in Aeronautical Engineering
A levels

Level 2 
Level 2 Diploma for Beauty Specialists
Level 2 NVQ in Agricultural Crop Production
GCSEs Grades A*–C

Level 1 
Level 1 Certificate in Motor Vehicle Studies
Level 1 NVQ in Bakery
GCSEs Grades D–G

Entry Level
Entry Level Certificate in Adult Literacy
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1.4  The focus on units and qualifications 
organised into qualification levels enables 
policy makers to compare the existing 
qualifications profile of the UK with current and 
future qualification profiles of our international 
competitors. Decisions can then be made over 
what constitutes world class and how the UK 
can become world class. This is the approach 
adopted by the Leitch Review of adult skills, 
welfare to work and higher education across 
the UK. Rather than forecast the content of 
skills the UK will need by 2020, the Leitch 
Review forecasts the qualification levels the 
UK will need by 2020.

An up-skilling problem getting bigger

1.5  The starting point for the Leitch Review 
is to assume that each of the existing post-16 
qualification targets in each of the countries in 
the UK is met and sustained. This results in a 
forecasted post-19 qualifications profile by 
2020 as shown in Chart 1, although the Leitch 
Review is at pains to point out that meeting the 
existing qualification targets will be challenging. 

1.6  The Leitch Review then defines the 
benchmark of world class. It chooses the 
upper quartile of the OECD average for adult 
basic skills, Level 2, Level 3 and Level 4+. The 
result is a set of qualification ambitions as 
shown in Figure 2 (see Page 10).

1.7  Unfortunately, the Leitch Review refrains 
from incorporating these qualification 
ambitions into chart form. Column 4 in Chart 
2 is a best approximation of what the Leitch 
Review seems to propose (see Page 10).

1.8  It is also important to point out, however, 
that the Leitch Review calculates that for the UK 
to be in the upper quartile at Level 4+ by 2020, 
the proportion will need to rise from 40 per cent 
(as shown in Charts 1 and 2) to 45 per cent 
(see Paragraph 3.57, Leitch Report 2006). No 
doubt this level of expansion will be a key issue 
for discussion by the independent HE Funding 
Review set for 2009. Even so, incorporating 
the 45 per cent figure for Level 4+ into the 
2020 qualification ambitions (see Chart 3 on 
Page 11) provides some valuable insights.

Level 4+

Chart 1

Source: Leitch Review of Skills final report 2006 © Crown copyright

Chart 2.4: P rojections of qualifications of those aged 19 to  
state pension age in the UK, 2005–2020
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•	 95 per cent of adults to have the basic skills of functional literacy and numeracy, up from 
85 per cent and 79 per cent respectively in 2005;

•	 exceeding 90 per cent of adults qualified to at least Level 2, up from 69 per cent in 
2005. A commitment to achieve the Review’s world class projection of 95 per cent 
as soon as possible;

•	 shifting the balance of intermediate skills to Level 3. Improving the esteem, quality 
and quantity of intermediate skills. An additional 1.9 million Level 3 attainments, 
including boosting the number of Apprentices to 500,000 a year;

and

•	 exceeding 40 per cent of adults qualified to Level 4 and above, up from 29 per cent in 
2005, with a commitment to achieving world class levels.

Figure 2

Source: Leitch Review of Skills final report 2006 © Crown copyright

Chart 2
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Chart 3
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1.9  Overall, the Leitch Review seems to 
be proposing a further reduction at below 
Level 2 by 5 percentage points above the 
2020 forecast if all existing targets are met 
and sustained, and increasing Level 4+ 
attainments by 5 percentage points above the 
2020 forecast. The reduction in Level 3  
(–1 percentage point) reflects the progression 
from Level 3 to Level 4.

1.10  As such, the qualification ambitions 
of the Leitch Review seek to close the gap 
between where the UK might be in 2020 and 
where the upper quartile of the OECD average 
might be at each qualification level in 2020. 
A consequence of this approach, however, 
is that public policy gravitates towards 
supporting upward progression – from  
Level 1 to Level 2 to Level 3 and to Level 4, 
rather than lateral progression – from Level 3 
to a second Level 3 or a second Level 2. 

Funding skills

1.11  Of course, skills and their proxy, 
qualifications, have to be funded. Funding 
is always complicated whatever the area of 
public policy, and skills is no exception. 

1.12  It is perhaps best to split funding 
between revenue and capital. In turn, revenue 
funding needs to be divided between the cost 
of provision – tuition, on-the-job training and 
off-the-job training – and the cost of financial 
support: wages, welfare benefits and learner 
support (which includes living costs, study 
costs and childcare costs). 

1.13  There are three sources of funding – the 
State, employers and individuals. Figure 3 
helps to conceptualise the funding of learning 
and the potential overlaps between the three 
main sources including co-funding and 
tripartite funding (see Page 12).

Who pays what?

1.14  Unfortunately, the debate about funding 
skills is not helped by an incomplete and less 
than transparent funding picture. Ironically, 
perhaps, policy makers are more likely to rattle 
off what employers are estimated to spend 
on skills than what the state spends. This is 
because inquiries on skills use the £33.3bn 
estimate from the ready made National 
Employer Survey (see Chart 4 on Page 13).

        Funding is 
always complicated 
whatever the area 
of public policy, 
and skills is no 
exception.
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Figure 3:  Sources of Revenue Funding

1 2

3

5

4

6

7
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Source: Nigel Brown Associates (2004)

1.15  And yet, there is no ready-made 
estimate of state revenue spending on post-16 
education and training. Working out the cash 
cost of state revenue funding for 16–19, higher 
education and 19+ provision in England is 
difficult to say the least, but a rough estimate 
is around £22.6bn (see Table 1). This figure 
excludes welfare benefits for adults in FE, and 
skills provision and related welfare payments 
funded by Jobcentre Plus. 

1.16  Just as baffling is the fact that there is no 
complementary survey of individual funding of 
learning. The lack of a comparison between 

what the state spends and what individuals 
and their families spend, perpetuates the 
ill-informed squabble between politicians and 
the CBI over what the State spends (£22.6bn) 
and what employers spend (£33bn). This 
critical information gap on individual funding 
also holds back a more informed debate on 
the balance of responsibility between the 
State, individuals and employers, as well as 
a more detailed discussion of tripartite funding 
(Area 6 in Figure 3) and co-funding between 
employers and individuals supported by fiscal 
incentives (Area 7).

Notes

Area 1 indicates an example of fully funded state learning covering both tuition and financial support 
costs, with Area 2 the equivalent for individuals and Area 3 the equivalent for employers. Area 4 
indicates an example of co-funding between the State and individuals, and Area 5 an example of  
co-funding between the State and employers. Area 6 indicates an example of tripartite funding 
between the State, employers and individuals, whilst Area 7 is an example of co-funding between 
employers and individuals.

State support for revenue funding can take the form of fee subsidies, and grants and loans for 
fees and/or financial costs. Tax relief, another source of public support, can underpin co-funding 
approaches (Areas 4 and 5 respectively) as well as funding and co-funding where public support in 
the form of grants and loans is not available (Areas 2, 3, 6 and 7 respectively).
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Chart 4

Chart 2.8: E mployer investment in training

Source: National Employer Skills Survey 2005.

Total – £33.3 billion

18%

Off the  
job  

training
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job  
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25%

7%

30%

20%

Other costs

Fees for providers

Trainer wages

Trainee wages

Source: Leitch Review of Skills final report 2006 © Crown copyright

Table 1: E stimated state revenue funding of post-16 education and training 
excluding Jobcentre Plus in England in 2007/2008 in cash terms

16–19 Notes: (1) Figure covers LSC tuition funding for school sixth forms (£2.05bn), FE colleges (£3.08bn) 
and work-based learning (£0.86bn). (2) Figure includes Education Maintenance Allowances (£0.59bn), 
Learner Support (£0.08bn), Child Benefit (£1.1bn in 2001/02) and Child Tax Credit (£1bn estimate by author). 

HE Notes: (1) Figures includes HEFCE and TDA teaching funding (£5.41bn) and the cash cost of 
fee grants (£0.25bn) and fee income contingent loans (£1.05bn estimate by author) for full-time 
undergraduates in England and Wales. (2) Figure includes the cash cost of access funds (£0.05bn), 
maintenance income contingent loans for full-time undergraduates (£3.0bn estimate by author) and 
maintenance grants (£0.73bn estimate by author) in England and Wales. 

19+ LSC Notes: (1) Figure includes 19+ FE (£1.90bn), 19+ WBL (£0.27bn), PCDL (£0.21bn), UfI (£0.18bn) 
and Train to Gain (£0.39bn) excluding skills brokers and wage compensation. (2) Figure includes adult 
learner support (£0.13bn which covers career development loans), wage compensation linked to Train to 
Gain (£0.04bn) and disabilities (£0.18bn) but excludes adult FE students on welfare benefits.

16–19 HE 19+ LSC Total

Tuition

Financial
Support

Total

£5.99bn (1) £6.71bn(1) £2.95bn(1) £15.65bn

£2.77bn (2) £3.79bn(2) £0.35bn(2) £6.91bn 

£8.76bn £10.49bn £3.30bn £22.56bn

Source: Various
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Funding qualifications

1.17  However, the Leitch Review agenda 
is not so much the funding of skills as the 
funding of qualifications.

1.18  The vast bulk of the £15bn-worth of 
public funding spent on post-16 tuition and 
off-the-job training (see Table 1) is used to 
buy recognised qualifications or units towards 
them. This covers instances where the State 
fully funds provision (Area 1 in Figure 3) or 
seeks co-funding of provision with individuals 
(Area 4) or employers (Area 5). 

1.19  By comparison, the vast bulk of employer 
funding is outside the publicly funded system 
(Area 3) and is not linked to buying qualifications. 
This applies to on-the-job training costs (£6.7bn) 
excluding trainee wages, and off-the-job training 
costs (£6.0bn) including fees to providers but 
excluding trainee wages (see Chart 3). Examples 
of where employers fully fund provision linked 
to recognised qualifications include private 
employer apprenticeships but the number of 
young people in employer funded training is 
relatively small. Co-funding between employers 
and the State (Area 5) for the direct costs of 
recognised formal qualifications is expected to 
be marginal but includes 19+ apprenticeships, 
19+ FE and fee bursaries for full-time and part-
time HE students. 

1.20  As for individuals, policy making is more or 
less in the dark. There is no aggregate estimate 
of individually funded post-16 education and 
training. Some fully funded provision (Area 2 
in Figure 3) will be linked to buying recognised 
qualifications – such as 16–18 private education 
and private HE – but a great deal will be informal 
learning including correspondence courses, IT 
and driving tests. However, co-funding between 
individuals and the State (Area 4 in Figure 3) to 
achieve recognised qualifications is becoming 
increasingly important in 19+ adult skills as well 
as higher education.

Targeting public funding on up-skilling

1.21  In fact, public funding becomes a 
powerful tool in skills policy where the 
agenda is to increase the attainment of 
qualifications. But the Leitch Review agenda 
is not just to earmark public funding to 
qualifications but to earmark public funding 

towards first Level 2, first Level 3 and first 
Level 4 attainments. 

1.22  Three principles are fundamentally 
shaping the allocation of public funds for  
post-16 education and training in England. The 
first is that the funding of 16–19 year olds is 
different from 19+ learning and skills, and higher 
education. There are no fees to individuals or 
employers for tuition and off-the-job training up 
to Level 3 in the state system. Financial support 
to individuals/parents and employers also takes 
the form of grants not loans.

1.23  The second principle is that for 19+ adult 
learning and skills, and higher education, public 
funding is increasingly re-engineered toward 
supporting achievement at first Level 2, first 
Level 3 and first Level 4. The third principle 
is that the higher the private financial rate of 
return, the lower the public subsidy. Combining 
the second and third principles is used to justify 
in broad terms: 

•  �no tuition fees at first Level 1 and first Level 2; 

•  �the raising of tuition fees to 50 per cent for 
first Level 3; 

•  �the move to variable fees of up to £3,000 
for full-time HE students – roughly 40% of 
average course costs; 

•  �the Leitch Review recommendation that the 
bulk of the cost of first Level 4 qualifications 
should be met through private contributions; 

•  �financial support loans to assist adult 
learners on first Level 3 programmes 
and full-time HE students on first Level 4 
programmes to cover living and study costs;

•  �grants for financial support to individuals and 
wage compensation to employers linked to 
adult basic skills and first L2 qualifications, 
and

•  �loans for financial support to assist adult 
learners to achieve first Level 3 and full-
time HE students to achieve first Level 4 
qualifications.

Re-skilling makes the ‘skills problem’ 
even bigger

1.24  On the whole, therefore, the Leitch 
Review defines the skills problem in terms 
of funding qualification levels. It earmarks 
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public funding to support 19+ first Level 2, first 
Level 3 and first Level 4 attainments, and at 
the same time calls for fully subsidised adult 
basic skills and first Level 2 attainments but 
subsidies on a decreasing scale for adult first 
Level 3 and first Level 4 attainments. And 
whilst more funding is needed from the State 
to support attainments at first Level 2, first 
Level 3 and first Level 4, more co-funding is 
required from employers and adults for first 
Level 3 and first Level 4.

1.25  All in all, the Leitch agenda is 
unashamedly an up-skilling agenda. The 
review recognises that achieving the existing 
qualification targets will be a challenge, 
and the 2020 skills ambitions (see Figure 2 
and Chart 3) add to it. But the challenge is 
compounded further by the need for lateral 
progression – from, say, a first Level 3 
to a second Level 2, or a first Level 2 to a 
second Level 1 – whether in terms of whole 
qualifications or just units. Re-skilling as well 
as up-skilling must be addressed and this is a 
critical omission in the Leitch Review analysis.

Funding re-skilling makes the ‘policy 
problem’ even bigger

1.26  At the same time, funding re-skilling 
must go hand in hand with funding up-skilling. 
The Leitch Review focuses on the funding of 
up-skilling via state-only funding (Area 1 in 
Figure 3), state and individual co-funding  
(Area 2) and state and employer co-funding 
(Area 3). But if the bulk of state funding 
is targeted towards up-skilling, funding 
solutions are required for re-skilling including 
co-funding between employers and individuals 
(Area 7). As a consequence, ideas around 
increasing private contributions through fiscal 
incentives need to be explored (see Figure 4). 

Big problems warrant big solutions

1.27  Clearly, big problems require big 
solutions. Bigger problems require even 
bigger solutions. This applies to skills as in 
other policy areas, and particularly adult skills 
compared to other parts of the education and 
training system.

Figure 4:  Up-skilling and Re-skilling – the Role of State, Employer and  
Individual Funding

Funding 19+	 First Level 2

	 First Level 3

	 First Level 4

Funding 19+	 Second Level 2

	 Second Level 3

	 Second Level 4

Combination of state, employer and 
individual funding

[Mix of public fee remission, grants and loans for 
tuition/off-the-job training and financial support 
varying by level of first qualification]

Combination of employer and individual 
funding

[Mix of employer only funding, individual only 
funding and co-funding underpinned by fiscal 
incentives for units or whole qualifications]
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Big solutions for political priorities

2.1  Certainly it cannot be argued that Labour 
has been averse to big solutions for big 
problems since coming to power in 1997. Box 
1 sets out an illustrative rather than exhaustive 
list of big solutions implemented by three 
successive Labour governments. Whether or 
not the big solution is – or will be – successful is 
a different point. The fact is that most objective 
observers would classify them as big solutions 
even if they might not be the right ones.

2.2  In the areas of economic management, 
poverty pay, work-life balance, climate change, 
welfare-to-work, NHS funding and pension 

savings, policy makers have licence to think 
big and implement big. In turn, they have a 
green light to devise big infrastructure systems 
to manage big policy solutions. Take, for 
example, pensions. The National Pension 
Saving Scheme will result in the opening of 
around 6.7 million personal accounts from 
2012 (subject to the passing of the Pensions 
Bill). Clearly, a large-scale management facility 
is required. Two options have been discussed 
in pensions circles (see Figure 5 and Figure 6). 
Which option represents the best way forward 
is a second-order issue. In pensions, policy 
makers are encouraged to think big and 
implement big. 

2  Big solutions for big problems

        In pensions, 
policy makers are 
encouraged to  
think big and 
implement big. 

‘‘ ‘‘ 

Box 1:  Big solutions by Labour for big problems

Parliamentary term Big problem Big solution

First term  
1997–2001

Sustaining low  
inflation

Creation of an independent Bank of England.  

Tackling poverty  
and pay 

Introduction of the National Minimum Wage 
combined with the Working Tax Credit and a 10 
per cent Income Tax Rate. 

Strengthening  
work-life balance 

Introduction of a new right to request and a duty 
to consider flexible working covering up to 3.8m 
eligible employees.

Tackling climate 
change 
 
 

Introduction of a climate change levy on the  
non-domestic energy sector with the levy raising 
£1bn but recycled back to all employers through a 
cut in employers’ national insurance contributions 
of 0.3 percentage points.

Addressing NHS 
underfunding 
 

Introduction of a 1 per cent surcharge on 
employees’ and employers’ national insurance 
contributions on all earnings above the lower 
earnings limit raising £9.3bn for the health service.

Tackling  
worklessness 

Creation of Jobcentre Plus from the merger of the 
Employment Service and Benefits Agency.

Tackling low pension 
savings 
 
 
 
 

Introduction from 2012 of a National Pensions 
Savings Scheme, with employees contributing 
4 per cent of post-tax earnings between £5K 
and £30K with the right of opt-out; employers 
contributing 3 per cent with no right of opt-out 
and 1 per cent from the taxpayer, raising around 
£5.2bn paid into 6.7m personal pension accounts. 

Second term 
2001–2005 
 

Third term  
2005 onwards 
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Employer

Employee

Self-employed/ 
People not 

in paid work

Non-Departmental Public Body

 
Outsourced administrator(s)

Functions include:

•  Setting up accounts

•  Account maintenance

•  Information and queries

•  Annual statements

Fund 
investment 
managers

Financial 
organisations 

for 
payment of 
pensions

Customer service

Enrolling 
customers to  
the service

Collection of 
contributions

Processing of 
contributions

Figure 5:  Managing Personal Accounts 

Pensions White Paper May 2006 © Crown copyright

Figure 6:  Managing Personal Accounts 

Oversight body

Regulation and Compliance

Front end  
central  

functions

Linked fund  
option

Linked decumulation  
options

Open market  
fund options

Open market  
decumulation

Branded provider

Set up of 
accounts

Maintenance
Information  
and queries

Branded provider

Set up of 
accounts

Maintenance
Information  
and queries

Linked fund  
option

Linked fund  
option

Linked decumulation  
options

Linked decumulation  
options

Branded provider

Set up of 
accounts

Maintenance
Information  
and queries

Self-employed/ 
People not in 

paid work

Employee

Employer

Pensions White Paper May 2006 © Crown copyright

Regulation and compliance
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Big solutions for English school education 

2.3  Thinking big and implementing big have 
been part of the rules of the game for policy 
makers seeking to make a reality of Labour’s 
mantra ‘education, education, education’ (see 
Box 2). Big solutions in school education have 
not been restricted solely to finding significant 
extra public spending. For instance, Labour 
has sought to tackle the problem of so-called 
‘bog standard’ comprehensive schools with 
changes in school governance.

Big solutions for English higher education

2.4  Thinking big and implementing big have 
also been allowed in higher education. In 
their first term, Labour introduced up-front 
tuition fees and maintenance-based income-
contingent loans for full-time students. In their 
third term, Labour introduced loans for variable 
fees of up to £3,000 offset by means-tested 
grants for fees and maintenance for poorer 
full-time undergraduates. 

Still thinking big on 14–19 education  
and skills

2.5  Labour has also dared to think big on 
14–19 education and skills in England (see  
Box 3) and is continuing to do so. This daring 
has meant that big solutions are not dismissed 
out of hand. 

2.6  In addition to closing the 16–18 funding 
gap between schools and FE colleges over 
time, the area where Labour has thought 
big and implemented big is 16–19 financial 

support. As well as finding £600m for EMAs, 
the Treasury has funded increasingly generous 
Child Benefit and Child Tax Credit payments 
for 16–19 year olds in full-time education or 
training, the additional costs of which could be 
greater than EMAs.

2.7  In terms of 14–19 policy overall, it is fair 
to say Labour has almost implemented big. 
Yet, policy makers are being encouraged to 
continue to think big. The door remains ajar for 
big solutions to be implemented when Labour 
selects a new Prime Minister. Four stand out 
(see Box 3).

2.8  The first is to boost participation by 
integrating all financial support for 16–19 year 
olds into a Youth Allowance.

2.9  The second big issue is the future of  
14–19 Diplomas. Labelling diplomas 
‘vocational’ or ‘specialist’ would cut across 
the option of migrating GCSEs and A levels 
into them. The term ‘Diploma’ provides 
an opportunity to create Tomlinson-style 
Diplomas sometime in the future.

2.10  The third big issue in 14–19 is the 
introduction of a statutory learning leaving 
age to 18. Floated by Alan Johnson, the 
current Secretary of State of Education and 
Skills in the autumn of 2006, and promoted 
ever since by Gordon Brown, the present 
Chancellor, the idea has been endorsed by the 
Leitch Review. Indeed, the SLLA to 18 is the 
big idea of the Leitch Review, ironic since the 
Leitch Review remit was ‘adult skills, HE and 

Box 2:  Big solutions by Labour for big problems in English

Big problem Parliamentary term Big solution

Poor life outcomes  
of children 
 
 

First to third term  
 
 
 

Introduction of the Every Child Matters strategy 
including the £1.8bn Sure Start programme, 
expansion of childcare places from 950,000  
in 2003 to 1.25m in 2006 and extension of  
after-school services.

Underfunding of 
schools 
 

First to third term  
 
 

Increase in schools funding in cash terms of 123 
per cent between 2000/01 and 2005/06, and a 
real terms increase in revenue funding per school 
pupil from £3,120 in 1999/00 to £4,590 in 2007/08.

Revitalising 
‘bog-standard’ 
comprehensives

Third term  
 

Introduction of the 2006 Education Act which 
enables community schools to obtain foundation 
freedoms and funding of new academy schools.
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welfare to work’. The Chancellor announced 
the government’s intention to introduce a 
SLLA to 18 in Budget 2007. The DfES issued a 
green paper ‘Raising Expectations: staying on 
in education and training post-16’ a day later.

2.11  And the fourth big issue is the potential 
transfer of 16–19 LSC funding to local 
authorities. Proposed by the Institute of Public 
Policy Research in December 2005, this 
would create a single local 0–19 children’s and 
learning services agency which also funds 
all 3–19 learning in England. Although not 
mentioned by the Leitch Review, it has been 
actively discussed in the Lyons Review of local 
government funding and functions. According 
to the Lyons Review ‘There are certainly some 
potential advantages to such a move….’ 
The Government will want to keep current 
arrangements under review, especially if it 
decides to require all young people to remain 

in full or part-time education or workplace 
training up to the age of 18.’

Still thinking big on higher education

2.12  Labour is still thinking big on higher 
education. In the summer of 2006, Alan Johnson 
signalled the need to expand participation 
in higher education still further (see Box 4). 
Subsequently, the Leitch Review has suggested 
that 45 per cent of the 19+ population should 
hold a Level 4+ qualification by 2020. In 
addition, the Leitch Review recommended that 
the bulk of the tuition costs for undergraduates 
should be met by private contributions rather 
than public subsidies, and expansion should 
take the form of vocational and work-related 
provision including full-time and part-time 
foundation degrees. All this is food for thought 
for the HE working group at the No. 10 Strategy 
Unit and the 2009 HE Funding Review.

Box 3:  Still thinking big on 14–19

Big problem Current solution Potential solution

Complex system of  
14–19 qualifications 

Retention of GCSEs and A Levels

14–19 Diplomas

Tomlinson

Two strategic agencies  
and two funding  
councils for 14–19

Local Authorities as the Strategic 
Lead Partner for 14–19 and the 
creation of 148 local LSC Area 
Partnerships coterminous with 
local authority boundaries.

Transfer of 16–19 LSC funding  
to local authorities

Tackling poor 16–19 
participation rates

Introduction of EMAs integrated 
with Child Benefit, Child Tax  
Credit and Learner Support for all 
full-time learners except employed 
work-based learners.

Combination of an employee’s  
right to paid time off to achieve 
a first Level 2; and piloting of 
employer wage compensation for 
16–18s in work without training. 
Additional financial incentives for 
reducing the NEET group.

Youth Allowance 
 
 
 

Moving from a statutory school-
leaving age from 16 to a statutory 
learning leaving age to 18
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Box 4:  Future expansion of higher education

‘If we want to massively expand universities – and we do – then people must make a greater contribution. 
This is a sensitive issue but we must press on in the direction we have set. In America and Japan, people 
invest in their own education because they know it’s a ticket to wealth. Under the old system, the poor paid to 
educate the rich whilst the social class gap in higher education widened. The case for reform is indisputable.’

Alan Johnson, Secretary of State for Education and Skills, Speech to the Institute of Directors, 14 June 2006.
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Publicity funded adult skills – the  
weakest sector

3.1  Even before the Leitch Review, adult 
skills was the weakest sector of the publicly 
funded system in England. Taking together 
tuition/training costs and financial support 
costs, by 2007/08 the taxpayer is expected to 
spend £8.7bn on 16–19 and £10.5bn on higher 
education but only £3.3bn on adult learning 
and skills (see Figure 7). 

Higher education overshadows adult 
apprenticeships

3.2  In an essentially voluntary adult skills 
system, Labour has used higher education 
at Level 4 rather than adult apprenticeships 
at Level 3 to supply Level 3+ qualifications. 
On current projections and prior to the Leitch 
Review recommendations, public spending on 
19+ work-based learning will be £0.27bn by 
2007/08 compared with £6.8bn (including fee 
loans) for higher education (see Figure 8). 

3  Adult skills: the neglected child before Leitch

3.3

10.5

8.7
16–19

HE

Adult Learning and Skills

Figure 7

Publicity funded tuition/training and learner support cost – (£bns) – England – Cash 07/08

Source:  See Table 1

Figure 8

Publicity funded tuition/off the job training (£bn) – England – Cash 07/08

0.27

6.8

Source:  See Table 1

HE

19+ Work based  
Learning/Apprenticeships 

        …adult skills 
was the weakest 
sector of the 
publicly funded 
system in  
England. 
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Adult Level 4+ overshadows adult  
Level 3 funding

3.3  Public funding of adult Level 4+ 
overshadows adult Level 3 funding. Although 
slightly uncertain, the estimates in Figure 9 
indicate that public funding of tuition and 
off-the-job training costs at Level 4+ (£6.8bn) 
is around ten times greater than adult Level 3 
(£0.7bn).

Adult skills – big solutions not  
wanted here!

3.4  In the areas of schools funding, NHS 
funding, pension savings, climate change and 
work-life balance, Labour has implemented big 
solutions, albeit different big solutions (see Box 
5). Interestingly, a version of each could apply 
to the adult skills problem. But big solutions 
to the big problem of adult skills have been 
frowned upon. Whilst a big solution of a certain 
type has been debated openly in another part 
of public policy, the same big solution has been 
ruled out in principle in adult skills. 

3.5  Big solutions to adult skills have been 
ruled out on the grounds of one-size-cannot-
fit-all, and yet the same solution has been 

ruled in for other areas of public policy 
because the problem requires a one-size-
fits-all solution. In adult skills a big solution 
has been ruled out in principle if it requires a 
major infrastructure facility or results in more 
regulation and burdens on business. But these 
are the very problems policy makers have 
been asked to overcome in other areas of 
public policy where a big solution is deemed to 
be necessary.

3.6  The comparison with pensions is again 
illustrative. The debates on the future of 
pension policy – led by Lord Turner – and the 
future of adult skills policy – led by Lord Leitch 
– overlapped. At a conference in the build-up 
to the Pensions White Paper organised by a 
leading Labour think-tank in May 2006, there 
was a sense that everything was possible, 
nothing was ruled out, even auto-enrolment 
and compulsory pension contributions from 
employees and employers were on the table. 
At a conference by the same think-tank a week 
later on options for adult skills, there was a 
sense that big solutions were ruled out, and 
the idea of, for example, compulsory employer 
and employee contributions into personal 
‘learning’ accounts laughed out of court. 

Figure 9

Estimated publicity funded tuition/off the job training (£bn) – England – Cash 07/08

Source:  MC Consultancy

0.06

0.55

0.15

6.8

HEFCE/TDA (Level 4+)

Adult apprenticeships (Level 3)

19+ FE/Train to Gain (Level 3)

19+ FE (Level 4)

        In adult skills 
a big solution has 
been ruled out 
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requires a major  
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facility or results  
in more regulation  
and burdens  
on business.
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Box 5:  Potential big solutions to the adult skills problem

Big problem Big solution elsewhere Potential version for big 
adult skills solution

Lack of public funding  
for adult skills

Early Years and schools

Additional public spending in 
early years and schools. 

Make adult skills a priority for 
public spending.

Lack of general taxation  
for adult skills

NHS funding

Introduction of a 1 per cent 
surcharge on employees’ and 
employers’ national insurance 
contributions on all earnings 
above the lower earnings limit, 
raising £9.4bn per annum.

Increase employee and 
employer national insurance 
contributions specifically for 
public spending on adult skills.

Lack of tripartite funding  
for adult skills

Pension savings

Introduction from 2012 of a 
National Pensions Savings 
Scheme, with employees 
contributing 4 per cent of  
post-tax earnings between  
£5K and £30K with the right of 
opt-out, employers contributing 
3 per cent with no right of  
opt-out and 1 per cent from  
the taxpayer, raising around  
£5.2bn paid into 6.7m personal 
pension accounts.

Create a National Skills Saving 
Scheme based on compulsory 
employee, employer and state 
contributions to Individual 
Learning Accounts.

Lack of individual funding  
of adult skills

Pension savings

Cost of tax relief to personal 
contributions to private pensions 
worth £15.9bn per annum.

Offer tax relief to individuals  
for personal investment in  
adult skills.

Lack of employer funding  
of adult skills

Climate change 

Introduction of a climate change 
levy on the non-domestic  
energy sector with the levy 
raising £1bn but recycled  
back to all employers through 
a cut in employers’ national 
insurance contributions of 0.3 
percentage points.

Statutory levy-grant or levy-
grant exemption schemes for 
adult skills.

Work-life balance

Introduction of a new right to 
request and a duty to consider 
flexible working, covering up to 
3.8m eligible employees.

Lack of time for adults  
to train

Statutory right to paid time off 
for adult training.
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Big solutions elsewhere cut across  
adult skills

3.7  In fact, Labour’s unwillingness to 
countenance big solutions to the adult skills 
problem can be traced back to 1995. At that 
time, Labour was committed simultaneously 
to supporting three perceived ‘taxes’ on 
business – the Social Chapter, the National 
Minimum Wage and compulsory funding of 
training. There was also the expectation of 
ditching statutory employer training levies for 
compulsory employer and employee funding 
of Individual Learning Accounts, akin to the 
present day ‘personal’ pension account 
proposal (see Box 4). Something had to give 
and it was compulsory employer funding of 
training. In its place came a combination of 
the University for industry (Ufi) and voluntary 
contributions to Individual Learning Accounts 
funded by the State and the individual. 

3.8  Together, the Ufi and voluntary ILAs 
could not be classified as a strong adult 
skills strategy. The story of ILAs Mark I is well 
known. At their height, Gordon Brown, the 
Chancellor, was positioning them as ‘new 
help for adult learning – a break from the old 
system of levies or simply doing nothing – with 
an individual learning account for initially one 
million adults to which Government contributes 
but the individual contributes too.’ (James 
Meade Memorial Lecture. May 2002). By 
the end of ILAs Mark I, over 2 million had 
been opened but this is less than a third of 
the number of personal pension accounts 
envisaged by the Department of Work and 
Pensions when the semi-compulsory National 
Pension Saving Scheme starts in 2012. More 
to the point, the need for a large infrastructure 
facility to manage Individual Learning Accounts 
came after ILAs were proposed, whilst in 
pension policy a large infrastructure facility 
has been planned for from the beginning (see 
Figures 5 and 6).

3.9  Tackling the adult skills problem has 
always played second fiddle to NHS funding, 
work-life balance and pension funding. Big 
solutions have always been needed elsewhere. 
But big solutions in other areas of public 
policy cut across big solutions in adult skills. 
Politically, it seems impossible to introduce 
a big solution of the same kind in two 
different policy areas. 

3.10  Commitments to increasing general 
taxation to fund the NHS cut across the 
possibility of increasing general taxation to 
fund adult skills. Commitments to a semi-
compulsory system of tripartite funding of 
pensions cut across a semi-compulsory system 
of tripartite funding of adult skills including 
personal learning accounts. And commitments 
to introduce and extend statutory rights to 
flexible working for parents with children and 
adults with caring responsibilities cut across a 
statutory right to paid time off for adult training. 

Big solutions for 14–19 cut across  
adult skills

3.11  The education and skill needs of young 
people always come before the needs of 
adults. As a corollary, potential big solutions to 
big problems in 14–19 cut across potential big 
solutions to the adult skills problem. 

Statutory learning leaving age at 18

3.12  Consider, for instance, the proposal for 
a statutory learning leaving age at 18 phased 
in from 2013. Whether or not the proposal 
is the right solution to tackle low post-16 
participation rates is secondary in some 
respects. The fact is that it again falls into the 
category of a potentially big solution. Today’s 
nine year olds will be expected to stay-on in 
recognised full-time or part-time education 
and work-based learning between 16 and 17 
up to first Level 3, whichever is the sooner. 
The proposal will impact on every parent, 
every provider, every employer, and every local 
authority/14–19 LSC partnership involved with 
this cohort from today until 2013.

3.13  The green paper signals the government’s 
intention to introduce a statutory obligation on 
employers to offer day release for 16-17 year 
olds in work and not receiving recognised 
training, a legal requirement much tougher 
than the current right to study entitlement. The 
regulatory impact assessment also indicates 
a system where employers are required to 
contact local authorities to check whether 16-
17 year olds are in learning before hiring them. 
Although only affecting a small proportion 
of the overall employed workforce, statutory 
intervention is on the table. The political capital 
expended in selling statutory regulation of 
the youth labour market makes it difficult to 

        Young people 
would remain 
with their learning 
institution – school, 
college, work-based 
provider or employer 
– undertaking  
full-time or part-time 
education or work-
based learning  
until age 18… 

‘‘ 

‘‘ 

Still waiting for ‘big ideas’ on adult skillsStill waiting for ‘big ideas’ on adult skills



2www.cfbt.com 24

simultaneously propose “statutory” solutions 
to adult skills. It is no accident that statutory 
intervention on adult skills is only threatened 
in 2010. 

Transferring 16–19 LSC funding to  
local authorities

3.14  Another example where big solutions  
to adult skills must await big solutions to  
14–19 policy is the issue of structures (see 
Chart 4). Decisions over whether 16–19 
funding is retained by the LSC or transferred to 
Local Authorities shapes the entire debate on 
what to do with 19+ LSC funding and for that 
matter even HEFCE funding.

3.15  The politics is simple. A review of adult 
skills and higher education could not possibly 

ask whether LSC funding – £6bn for young 
people and £3bn for adults – should be 
transferred to other stakeholders. But a review 
of future devolution to local government does 
have the political capital to ask whether the 
LSC should be retained or carved-up. The 
issue of whether the £6bn is transferred to local 
authorities or not is a secondary issue. The fact 
is that decisions on structures for adult skills 
must always be held in abeyance until decisions 
are taken on 16–19 LSC funding.

3.16  All roads now lead to the Sub-National 
Review which will consider the Lyons Review 
of local government, the role of core cities and 
elected city mayors, and the democratisation 
of the eight Regional Development Agencies 
outside of London. If, however, the government 
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Chart 4
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decides to retain the LSC, the debate will 
focus on how local authorities, core cities and 
RDAs Mark II will have powers of direction 
over the 19+ LSC budget. If, however, the 
Government decides to transfer the 16–19 
LSC budget to local authorities, the question 
becomes what to do with the 19+ LSC budget. 
Options include transferring the 19+ LSC 
budget to local authorities, core cities made-
up of groups of local authorities, sector skills 
councils, the Mayor of London, and RDAs 
Mark II. And whilst the Leitch Review ruled 
out the merger of the whole of the LSC with 
the whole of Jobcentre Plus because it would 
create an organisation which was simply too 
big, merging 19+ LSC with JCP might be 
more manageable. Transferring the 16–19 LSC 
budget to local authorities, also opens up the 
possibility of the merger between 19+ LSC 
funding (£3bn) and HEFCE funding (£6bn for 
tuition) as recently argued by the Institute of 
Public Policy Research.

Restricted room for manoeuvre on  
adult skills

3.17  All this supports the view that the room 
for manoeuvre on adult skills before the Leitch 
Review was limited even in the context of an 
up-skilling agenda rather than a re-skilling 
agenda. Half-way houses were the order of the 
day with a focus on:

(i)	 threatening rather than implementing 
statutory intervention;

(ii)	 marginal increases in public funding;
(iii)	 re-engineering of existing adult skills 

budgets towards first Level 2 and first  
Level 3 qualifications;

(iv)	 further reform of the qualifications system, 
and

(v)	 structural reform dependent in part upon 
decisions taken on 16–19 LSC funding.
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Headline proposals of the Leitch Review

4.1  Box 6 sets out the headline proposals of 
the Leitch Review outside 14–19 education 
and training policy.

Stilll behind higher education

4.2  The skills ambitions recommended by 
the Leitch Review imply 27 per cent of the 
adult population should hold at least a Level 3 

qualification by 2020. This is up 4 percentage 
points on the 2020 projection based on 
existing qualification targets whilst Level 4+ 
remains constant at 40 per cent (see  
Chart 1). To this extent, the Leitch Review 
seeks to close the historic gap between  
adult Level 3 and adult Level 4, and the 
cultural gap between adult Level 3 vocational 
qualifications and apprenticeships, and 
traditional higher education. 

4  Adult skills: the neglected child after Leitch

        …the Leitch 
Review seeks to 
close the historic 
gap between adult  
Level 3 and  
adult Level 4…

‘‘ ‘‘ 
Box 6:  Headline proposals of the Leitch Review

  1.	 Adult first Level 3 attainment up by 4 percentage points by 2020 compared to an increase in Level 

4+ attainment by 5 percentage points by 2020 if the Leitch suggestion of 45% is taken forward by 

2009 HE Funding Review.

  2.	 Statutory funding mechanisms of 19+ Adult Skills/Higher Education ruled out. 

  3.	 Increase funding to achieve adult basic skills, first Level 2 and first Level 3 attainments – including 

adult level 3 apprenticeships and adult FE Level qualifications – estimated to be £1.5bn/£2bn by 

2020 but no general fiscal incentives for employers and adults. Expectation of grants at first Level 2 

and a larger publicly subsidised loans system for adults at first Level 3.

  4.	 No immediate statutory regulation of adult skills. Statutory licences to practise ruled out but threat 

of a statutory entitlement to workplace training for adults up to a first full Level 2 qualification if after 

assessment in 2010 progress by employers is insufficient.

  5.	 Employer validation of qualifications which receive public funding led by Sector Skills Councils and 

skills brokers.

  6.	 The creation of a demand-led adult skills system with the adult LSC budget outside of PCDL funding 

routed through Train to Gain or Learning Accounts by 2010.

  7.	 Public funding increasingly focused on first Level 2, first Level 3 and first Level 4 but no funding 

mechanisms for units or whole qualifications leading to second Level 2, second Level 3 and second 

Level 4 qualifications.

  8.	 Creation of the Employment and Skills Commission and a local network of Employment and Skills 

Boards but uncertain over links with LSC, local authorities, elected city mayors, elected regional 

mayors and Regional Development Agencies. 

  9.	 A new universal adult careers service.

10.	 An integrated employment and skills service which is based on greater basic skills screening of 

claimants, greater help to improve basic skills, a new integrated skills and employment objective 

agreed by and DfES/LSC and DWP/JCP, and a local Employment and Skills Board Network giving 

employers a greater say in ensuring services meet the needs of the workless.
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4.3  However, the suggestion that the 
proportion of the adult population holding a 
Level 4+ qualification should rise to 45 per 
cent – up 5 percentage points on the 2020 
projection – could reinforce the historical and 
cultural divide between Level 3 and Level 4. 
It is true that the Leitch Review suggests that 
expansion from the projected 40 per cent to the 
suggested 45 per cent figure should take the 
form of full-time and part-time vocational Level 
4 provision – including Foundation Degrees 
– by mature HE students as well as 18–21 HE 
students studying primarily in FE colleges. 
Yet, expansion will depend on the source of 
demand and the type of qualifications achieved. 
Demand from young people will depend upon 
A level results – as well as 14–19 Diplomas 
– leading to added demand for traditional 
three-year full-time honours degrees rather than 
two-year full-time foundation degrees. Demand 
from adults for part-time foundation degrees will 
in part be shaped on the one hand by employer 
sponsorship and fiscal incentives for employers, 
and on the other by financial support for mature 
students without employer sponsorship.

No statutory funding mechanism 
for up-skilling

4.4  The Leitch Review does not propose any 
statutory funding mechanism for adult skills 
or higher education in the context of up-
skilling. Compulsory employer funding of youth 
apprenticeship is also ruled out.

Still the weakest part of the publicly 
funded system

4.5  The Leitch Review estimates that the cost 
of the ambitions for adult basic skills, first  
Level 2 and first Level 3 attainments will be 
£1.5bn to £2bn by 2020. However, this is a 
gross figure for public and private funding, 
and a UK-wide rather than an England-wide 
estimate. Furthermore, no date is set when 
the funding increase – especially the share 
of public funding – will reach this level. Even 
if, however, the share of public funding in 
England is half the upper estimate, say £1bn 
per year, and it was released in full from 
2008/09 out of the £3.3bn increase in DfES 
spending following Budget 2007, adult skills 
would still be the weakest part of the 
publicly funded system. As Table 3 shows, 
the cost of HE in England will be around 

£10.5bn in 2007/08 compared to £3.3bn for 
adult skills. An additional £1bn whilst welcome 
would do little to close the historic funding 
gap between adult skills and HE, let alone 
between adult Level 3 (£0.7bn in 2007/08) and 
adult Level 4. 

4.6  The argument that adult skills will remain 
the weakest part of the publicly funded system 
is also strengthened by the debate on HE. The 
Leitch Review suggests an expansion from 40 
per cent to 45 per cent Level 4+ attainment 
combined with a move towards private 
contributions making up the bulk of tuition 
costs for full-time and part-time provision, 
in line with competitor countries. But there 
is an expectation within the HE sector that 
additional private contributions will remain 
within the HE sector either to fund expansion 
or maintain unit funding levels. 

No fiscal incentives for adult up-skilling

4.7  The Leitch Review does not propose 
any fiscal incentives over and above funding 
council subsidies, fee loans and grants, and 
financial support loans and grants for adult  
up-skilling. Fiscal incentives for employers 
might be important where fees are charged 
and learner support restricted for part-time 
first Level 3 and first Level 4 programmes. 

Second best loans for 19+ first Level 3

4.8  From the individual perspective, the 
Leitch Review signals that there should be 
no fees for first Level 2 qualifications and 
grants to assist for financial support costs. 
By comparison, at first Level 3 there is a case 
for fees and loans for financial support costs. 
For full-time undergraduates in England, there 
is now a system of fee and maintenance 
loans. The Leitch Review argues that an 
expanded system of fee and financial support 
loans should be available for first Level 3. 
But whereas HE students are eligible for the 
advantageous income-contingent loans, adult 
FE students will be eligible for second-best 
mortgage-style Career Development Loans. 
Some commentators have argued that ICLs 
should for available for adult FE students 
(see Martin Wolf, Financial Times, 8/12/2006) 
although they should be focused on 19+ first 
Level 3 qualifications (IPPR 2007). 

        Demand from 
adults for part-time 
foundation degrees 
will in part be 
shaped on the one 
hand by employer 
sponsorship and 
fiscal incentives  
for employers… 

‘‘ ‘‘ 
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Only threatening statutory regulation for 
adult up-skilling

4.9  Despite signs of external interest in 
statutory regulation of adult skills (see  
Box 7), the Leitch Review goes no further  
than threatening such action. An assessment 
will be made in 2010 over progress by 
employers to assist adult employees gain 
adult basic skills and first Level 2 qualifications 
through Train to Gain. If progress is deemed 
insufficient, a statutory entitlement to 
workplace training up to first full Level 2 will  
be introduced. This would indeed be a big 
idea for adult up-skilling but it is delayed 
and applies to first Level 2 qualifications 
only. The Leitch Review also specifically ruled 
out statutory licences to practise.

Funding of employer validated 
qualifications

4.10  The Leitch Review, more or less, focuses 
attention on whole qualifications which will be 
validated by employers through Sector Skills 
Councils and skills brokers ensuring public 
funding is linked to economically valuable 
qualifications. This approach lends itself to 
fully funded employer provision. Prior to the 
Leitch Report the focus of attention on adult 
qualifications was credits and unitisation. This 
approach lends itself to co-funding between 
adults and employers. Reconciling both 
positions will be important to a successful  
up-skilling and re-skilling strategy.

A demand-led adult skills system for  
up-skilling

4.11  The Leitch Review proposes that all 
publicly funded adult skills in England should be 
routed through Train to Gain or Adult Learner 
Accounts by 2010 (see Figure 10 on Page 29). 
This includes funding for adult basic skills, first 

Level 2 and first Level 3 qualifications but not 
HEFCE funding of vocational sub-degrees. 

No national funding mechanism for  
adult re-skilling

4.12  As public funding and financial incentives 
gravitate towards adult basic skills, first Level 2 
and first Level 3, there is less for the funding  
of units or whole qualifications leading to 
second Level 2 and second Level 3. Hence, 
there is less public funding available for re-
skilling from a first Level 3 to a second Level 
3. This is also where fully funded learning 
by individuals and employers (Area 2 and 3 
in Figure 3) is critical, as well as co-funding 
between employers and individuals (Area 7). 
However, Leitch does not propose any national 
funding mechanism for re-skilling.

No 2020 vision of adult learner accounts

4.13  ILAs Mark II were put back on the 
adult learning and skills map in the 2006 
FE white paper. The Leitch Review has 
given adult learner accounts another fillip by 
recommending that all publicly funded adult 
skills in England should be routed through 
Adult Learner Accounts or Train to Gain by 
2010. If this recommendation is implemented 
depending upon the outcome of CSR2007, 
the DfES/LSC are assuming a funding balance 
by 2015/16 of £1.8bn through Train to Gain 
and £1.7bn through Adult Learner Accounts 
(see Figure 10). This is seven or eight times 
the volume of spending routed through ILAs 
Mark I in any given year. And yet, the Leitch 
Review takes the concept of Adult Learner 
Accounts even further by recommending that 
Skill Development Funds (grants for learning), 
Career Development Loans (loans for learning) 
and Child Trust Funds (potential savings for 
learning) could be integrated within them.

Box 7:  Threatening statutory intervention

‘The reform route represents the right approach and we won’t shy away from difficult decisions when 
we respond to the Leitch Report later in the year. On the one side, we should look at whether there are 
new incentives we can put in place to improve business and personal investment. On the other, we 
should look at those sectors which consistently fail to address long term training needs and consider 
radical action to help them raise their game. This must include examining options such as imposing 
training levies or licences to practise, if necessary, in a particular sector.’ 

Alan Johnson, Secretary of State for Education and Skills, Speech to the Institute of Directors,  
14 June 2006. 
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4.14  In many ways, Adult Learner Accounts 
could be a national funding mechanism for 
re-skilling if additional financial incentives are 
linked to them. Disappointingly, however, the 
Leitch Review does not outline a 2020 vision 
for Adult Learner Accounts including an 
outline of the required management facility. This 
is in stark contrast to the Pensions White Paper 
and the 2012 proposal for a National Pension 
Savings Scheme (see Figures 5 and 6).

Uncertain role of local employment and 
skills boards

4.15  The Leitch Review proposes a new 
UK-wide Commission for Employment and 

Skills which will be responsible for a new local 
network of Employment and Skills Boards 
in England. The geographical boundaries 
of ESBs are uncertain. The Leitch Review 
says one-size-should-not-fit all. The Lyons 
Review concurs. In London, the ESB will 
be regional and in fact will be the London 
Skills and Employment Board, chaired by the 
Mayor of London. Elsewhere, ESBs could be 
the size of a local authority ward or wards 
– where employer coalitions operate to tackle 
deprivation and worklessness – or the size 
of a local authority or city region. Clearly, the 
boundary of ESBs will need to await the  
sub-national review of economic regeneration.  

Figure 10

Source: Delivering World Class Skills in a Demand-Led System, DfES, LSC © LSC 2007
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Forever the neglected child?

5.1  For both analytical and political reasons, 
the Leitch Review reinforces the position of 
adult skills as the truly neglected child of our 
education and skills system. Radical progress 
will depend upon re-making the case for adult 
skills in the 21st century.

Bringing 19+ LSC and HE Funding 
Together

5.2  Comparing the whole of FE with the whole 
of HE is unhelpful. Re-making the case for 
adult skills means comparing 19+ LSC funding 
and higher education funding. 19+ LSC and 
HE funding should be considered in the round. 
The 2009 HE Funding Review should become 
a 2009 HE and adult skills funding review. 
Consideration should be given to merging 19+ 
LSC funding with HEFCE. These steps will 
break down the barrier between adult skills 
and higher education.

Re-skilling at the heart of adult skills policy

5.3  The analytical shortfall in the Leitch Review 
is the failure to distinguish between up-skilling 
and re-skilling even where it is assumed that 
qualifications are the best available currency 
to measure skills. Re-skilling must be at the 
heart of adult skills policy. But since public 
funding is finite, a national funding system is 
required to facilitate greater private funding 
and co-funding of whole qualifications or 
units linked to attainment of second Level 
2s, second Level 3s and second Level 4s 
– without fee remission, state grants or loans.

Broadening the case for adult up-skilling 
and re-skilling

5.4  In addition to the analytical shortfall in 
the Leitch Review there is a political shortfall 
which is symptomatic of the way government 
fails to join up policy problems. It is clear that 
attempting to make a bigger case for adult 
skills on the grounds of improving better social 
outcomes such as health and crime has cut 
little ice in Labour thinking. But this should not 
rule out re-making the case for adult skills on 
harder economic issues such as pensions and 
work-life balance. 

Adult skills before pensions

5.5  In May 2006, the Government set out 
its plans to increase funding by the State, 
individuals and employers towards pensions. 
Underpinning the pension reform package is 
a simple message: sustaining employment 
throughout longer working lives will help 
to maximise lifetime earnings which in turn 
will enable individuals to maximise pension 
savings (see Figure 11 on Page 31). 

5.6  Sustaining employment is critical to 
making contributions towards the cost of 
a more generous State basic pension, the 
new National Pension Savings Scheme or 
private pension arrangements. Government 
thinking is based on joining up pension policy 
with welfare-to-work policy. By achieving an 
employment rate of 80 per cent, more adults 
will be in work and able to save for retirement 
above the State Basic Pension. 

5.7  Interestingly, however, the link with skills 
is limited to basic skills. This is because 
acquisition of skills at this level has a positive 
impact on employment rates, which in turn 
boost lifetime earnings and funds available for 
pensions. And yet, a significant link is missing. 
Over the past five years, the education and 
skills world has been coming to terms with 
financial rates of return analysis. In a nutshell, 
the higher the level of qualification, the greater 
the financial rate of return to individuals 
(although financial rates of return at the same 
level vary significantly between academic and 
vocational qualifications). This suggests there 
is a direct link between higher qualifications, 
higher lifetime earnings and higher savings for 
pensions (see Figure 12 on Page 31). It also 
strengthens the argument for putting adult 
skills before pension policy.

Adult skills before more work-life balance

5.8  Since 1997, the Labour government 
has extended statutory rights to work-life 
balance including a right to request and duty 
to consider flexible working. Labour have said 
‘yes’ to statutory rights to flexible working and 
‘no’ statutory adult skills, and whilst the TUC 
has asked for both, it has batted for work-life 
balance relative to adult skills. And it is no 

5 R e-making the case for adult skills

        …sustaining 
employment 
throughout longer 
working lives will 
help to maximise 
lifetime earnings 
which in turn will 
enable individuals  
to maximise  
pension savings.

‘‘ ‘‘ 
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accident that the Leitch Review only threatens 
the introduction of a statutory entitlement 
for adults to achieve a first Level 2 with paid 
time off from 2010. Pressure is mounting for 
extending statutory rights to flexible working to 
all employees (Guardian 12th February 2007). 
And yet, the case for adult skills before more 

work-life balance is compelling. Managing 
existing flexible working arrangements requires 
employers to have access to increasing pools 
of skilled labour. Once again, policy needs to 
be turned on its head. Increase the supply of 
skilled labour and employers should be able to 
manage absence more effectively. 

Figure 12:  The Skills, Earnings, Pensions cycle

Source: MC Consultancy
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Figure 11:  The Employment, Earnings, Pensions cycle
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Adult skills needs a business  
support strategy

5.9  Overall, the Final Report of the Leitch 
Review concentrates on the links between 
adult skills and welfare to work at the expense 
of adult skills and business support. Attention, 
however, needs to turn back to the way in 
which business support can drive up employer 
skill demand. The Interim Report of the Leitch 
Review (2005) and the Cabinet Office report, 
In-Demand (2002) explained more fully how 
innovation, product development and new 
technology drives up employer skill demand, 
the so-called principle of derived demand 
(see Chart 5). This suggests that Britain 
needs a strong business support strategy 
which fosters the emergence of high-growth 
high-innovation businesses and an adult skills 
system ready to meet the resulting employer 

skill demand. Adult skills needs a strong 
business support strategy, which itself  
needs to be immoveably joined to the adult 
skills infrastructure. 

Can we have ideas for adult skills  
as big as these please?

5.10  Labour, and for that matter, the main 
opposition parties, need to give a green 
light to thinking big on adult skills. We need 
solutions in the same ball-park as those  
for the NHS and pensions, for example (see 
Box 8). The plea is not for a carbon copy of 
what has been implemented in these policy 
areas. The plea is for a change in the mindset. 
Policy makers need to think big and implement 
big to tackle adult up-skilling and re-skilling 
together. Thinking big on adult skills also 
means thinking big on business support.

Chart 5.1: E mployer diagnosis of and response to  
organisational skill requirements

Chart 5

Source: Leitch Review of Skills interim report 2005 © Crown copyright
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Box 8:  Can we have solutions as big as these, please?

Big solution elsewhere Big solutions for adult up-skillling and  
re-skilling

NHS funding

Introduction of a 1 per cent surcharge on 
employees’ and employers’ national  
insurance contributions on all earnings above 
the lower earnings.

Increase employee and employer taxation to fund 
adult skills via:

(i)	 adult apprenticeships

(ii)	 income contingent loans for adult first Level 3 
qualifications

(iii)	an adult skills tax credit for low paid workers

(iv)	personal tax allowance for adult skills

(v)	 personal tax relief at the point of purchase of 
adult learning

(vi)	tax relief on savings used to purchase learning 
from Child Trust Funds

Pension savings

Introduction from 2012 of a National Pensions 
Savings Scheme, with employees contributing 
4 per cent of post-tax earnings between £5k 
and £30k with the right of opt-out, employers 
contributing 3 per cent with no right of  
opt-out and 1 per cent from the taxpayer,  
raising around £5.2bn paid into 6.7m personal 
pension accounts.

The creation of a National Skills Saving Scheme 
based on compulsory employee, employer and 
state contributions to Individual Learning Accounts. 
Unspent balances would be paid into personal 
pension accounts or private pensions.

or

A national system of voluntary individual learning 
accounts covering 19+ adult skills (outside Train 
to Gain), HEFCE and TTA funding, Student Loan 
Company funding, career development loans,  
child trust funds and fiscal incentives to facilitate 
co-funding between individuals and employers.

Climate change 

Introduction of a Climate Change Levy on 
the non-domestic energy sector with the levy 
raising £1bn but recycled back to all employers 
through a cut in employers national insurance 
contributions of 0.3 percentage points.

The introduction of fiscal incentives for employers  
to fund up-skilling above first Level 2 and re-skilling 
in general including reductions in employers’ 
national insurance contributions.
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