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Introduction

1. This document summarises the Skills Investment Strategy
, published by the Department for Business, Innovation and Skills (BIS) on November 16th, 2009. The investment strategy details the funding available for adult skills in 2010-11. It is published as an adjunct to Skills for Growth, the skills strategy published on November 10th
. 
Efficiency savings

2. BIS notes that the FE and skills system ‘has seen record investment’, with a 53 percent increase between 1997-98 (the first year of the Labour era) and 2008-09. The Government also remains committed to the Leitch goals for increased educational attainment (Skills Investment Strategy, p. 4)
3. However, the Government will have to achieve these goals ‘within a much tighter fiscal environment’, and plans £340 million in savings in the learning and skills sector in 2010-11. Of this, £100 million ‘will be achieved through re-assessing the funding made available to delivery partners, including the Learning and Skills Improvement Service’ (p. 4).

4. In a sense, the strategy is the story of how the system will progress despite these cuts: It ‘defines the funding changes that must be made for the 2010/11 academic year to achieve the necessary efficiency savings from the skills system’ to continue towards the Leitch targets. ‘Despite these efficiencies’, the report states, ‘investment in adult skills participation will increase by 3 percent’ (p. 4).
Investment and learner numbers

5. The strategy forecasts that £4,501,302,000 will be spent on adult skills in 2010-11. This figure does not include about £244 million
 from the European Social Fund. Of this, about £1.783 billion, or just less than two-fifths, will be for ‘adult learner responsive’ provision, including programmes for the unemployed (p. 10).

6. Another £1.381 billion will go towards ‘employer responsive’ provision. This includes funding for adult apprenticeships (£398.4 million) and Train to Gain (£983.4 million). The Train to Gain budget includes a £50 million item for ‘Response to Redundancy’, which provides training for workers recently made or soon to be made redundant. (p. 10).
7. Adult safeguarded learning will receive £210 million in the coming year. This will cover Personal and Community Development Learning; Family Literacy, Language and Numeracy; Wider Family Learning, and; Neighbourhood Learning in Deprived Communities (p. 25). The Offender Learning and Skills Service will receive £134.8 million from BIS (it also receives funding from the Ministry of Justice. All in all, about £3.51 billion will go towards ‘participation’ (p. 10). 
8. The other £1 billion in the budget goes towards various support functions. The largest item here is the capital programme, which will get £513.8 million. Learner support, which covers career development loans, the adult learning grant
 and childcare,  will get £156 million, and ‘FE Development, Capacity and Quality’ will receive £241 million. Another £81.4 million will go to administration (p. 10).  
9. As for the number of individual learners expected, the Government forecasts 3,430,000. This includes:

· 1,120,000 under the ‘adult learner responsive’ line, including 169,000 full Level 2 and 109,000 full Level 3 qualifications, and 61,000 learners under the anti-recession programmes (the six-month unemployment programme and the Young Person’s Guarantee);

· 1,720,000 under the ‘employer responsive’ line, including 328,000 apprenticeships and 1,370,000 Train to Gain-funded learners, and;

· 585,000 under adult safeguarded learning (p. 12).

The individual programmes
Apprenticeships

10. The investment strategy notes that 234,000 apprenticeships were begun in 2008/09, a record number, and about three-and-a-half times the number begun in 1996/97. In 2007/08, 64 percent of apprentices completed their programmes. ‘For the 2010/11 academic year we will focus on continuing to improve the quality of Apprenticeship provision’ (p. 15).

11. Of the £398.4 million budgeted for apprenticeships, £17 million will come from Train to Gain, ‘to boost advanced and higher-level Apprenticeship opportunities for 19-30 year olds, doubling the number of Advanced Apprenticeships available for this age group currently’. The strategy reiterates commitments made in Skills for Growth to provide an Apprenticeship Scholarship Fund, which will disburse 1,000 scholarships each year of £1,000 each. BIS will also ‘make funding [£5 million] available for Sector Skills Councils working with employers and higher education institutions, to develop more higher apprenticeship frameworks and to pilot new composite honours and masters frameworks’, also as promised in Skills for Growth (p. 16)
12. BIS also announced some changes to the funding arrangements for apprenticeships. Funding rates for apprenticeships will be cut by 3 percent ‘compared with 2009/10 levels’, and funding rates for 25+ apprenticeships will be reduced by ‘a further 10 percent’. BIS also announced an ‘expansion of the current piloted approach of the National Employer Service in negotiating lower funding rates to a wider range of large employers in recognition of the economies of scale that can be realised’ (p. 16).
Train to Gain

13. Train to Gain will continue to fully fund:

· First full Level 2s and Level 3s for all persons aged 19 to 25;

· Full Skills for Life qualifications (with co-funding for ESOL for Work);

· Full Level 2s and Level 3s ‘for those coming from Local Employment Partnerships or as part of the six-month unemployment offer and Response to Redundancy packages, and’;

· Full Level 2s and Level 3s for ‘agency workers undertaking reskilling qualifications’ (p. 18);
14. Train to Gain will also continue to ‘co-fund the course costs for full Level 3s and Level 4s outside entitlements, with the employer expected to pay the remaining contribution’. In 2010/11, this ‘remaining contribution’ will be set at 50 percent (p. 18). As with apprenticeships, Train to Gain will also make more use of the National Employment Service pilot which negotiates lower funding rates for large employers (see paragraph 12) (p. 18).

15. The changes for this year including plans to ‘move funding away from poor provision or provision which has a large proportion of assessment for existing skills rather than training’, as announced in Skills for Growth. 
16. Funding rates for Train to Gain will be reduced by 6 percent in 2010/11, compared with 2009/10. This is because the rates ‘will be rebased with funding rates for other mainstream provision, in recognition that efforts to stimulate demand have been effective’. The Government will once again only co-fund Level 2 qualifications for retraining, ‘except for those groups listed above’ (p. 18).

Integrating employment and skills

17. This section of the budget deals mainly with programmes designed to combat recession-related unemployment. For the 2010-11 financial year, the Government will provide:

· £100 million for the Response to Redundancy programme (partly supplied by the European Social Fund);

· £83 million for those who have been out of work for six months or more, who have entitlements to certain work-related activities or training;

· £122 million for the Young Person’s Guarantee, which provides similar support for young people aged 16 to 24 who have been out of work for a year or more (10 months in some cases), and;

· £67 million for the Employability Skills Programme, ‘to support participants so they can find sustained employment through improving their literacy and general employability skills’ (p. 19).

Adult Learner Responsive

18. There will be a 3 percent reduction in funding rates for adult learner responsive provision in the 2010/11 academic year, compared to rates for 2009/10. ‘This will not affect the funding for the Young Person’s Guarantee or the offer for those on out-of-work benefits for six months or longer’ (p. 20). The Government will ‘also continue to fully fund  first full Level 2 qualifications through this route as well as first full Level 3 for those aged 19-25 (p. 21). 

Skills for Life and Functional Skills

19. Functional Skills qualifications are a new set of courses, which are being introduced as a replacement for some of the Level 1 and 2 Key Skills qualifications from September 2010. The Functional Skills curriculum may also replaced Skills for Life itself. If BIS decides to go down this route, Skills for Life would be replaced from autumn 2012. For the time being, the Government will fund both, and Skills for Life ‘will continue to be funded as the main literacy and numeracy qualification for adults aged 19 or over’ (p. 22).

20. FE colleges and training institutions ‘will continue to be given freedom to decide on the mix of their Skills for Life provision’ – ie, how much literacy and how much numeracy provision to offer (p. 23). However, ‘we expect to see a greater focus on numeracy provision at Entry Level 3’ and ‘alternative approaches may be considered’ for 2011/12 ‘depending on the increase in Entry Level 3 numeracy and Entry Level 1 literacy’ (p. 22). The strategy also advises that ‘FE colleges and training institutions need to continue to build the capacity of their numeracy provision, and ensure that it is sufficient to support people to reach the functional level’ (p. 23). 

21. The ‘uplift in funding for Skills for Life provision will be reduced from 1.4 to 1.2 for 2010-11’. This will not affect Skills for Life Entry Level numeracy, ‘and the automatic disadvantage uplift will continue to apply’ (p. 23).

22. Some Skills for Life numeracy courses will be opened to ‘competitive tender for up to three large contracts to focus on innovative numeracy programmes’ (p. 23).

23. Lastly, BIS ‘will continue to work with employers, employer organisations, trade unions, SSCs [Sector Skills Councils] and others so that they understand the importance of language skills in the workplace and have appropriate tools to help them’ (p. 23). In the 2010-11 financial year, £4.6 million will be provided to help two specific groups meet the cost of ESOL courses: 

· spouses ‘particularly in the settled communities’, who do not qualify for full fee remission, ‘or are unable to make a financial contribution to their fee costs’, and;

·  and ‘low paid workers who are unable to demonstrate receipt of an income-based benefit’ (p. 27).

Other funding
24. Under the machinery of government changes, students with learning disabilities will not transfer to the SFA’s jurisdiction at 19 – rather, they will remain the responsibility of their local authority to age 25. However, those students who might have a disability but who have not been so assessed will become the responsibility of the SFA at 19. ‘In order to ensure consistency in the support available for these learners, as they move from provision between the ages of 19 and 25, we are proposing to maintain the current funding available for additional learning support’, so that funding levels will be comparable whether the student is funded by the Young People’s Learning Agency (YPLA, the pre-19 agency) or the SFA (p. 24).

25. Regarding adult safeguarded learning, BIS plans to examine ways ‘to look at how funding for informal adult learning (IAL) can be routed through the Skills Funding Agency to Lead Accountable Bodies, mainly Local Authorities, in order to secure local ownership and strong partnership with other organisations delivering IAL outside Skills Funding Agency funded provision’ (p. 25). 

26. External institutions will be funded along the same lines as other providers. Funding for Specialist Designated Institutions was reviewed by the LSC in the 2009/10 academic year, but no long-term decision on their funding has yet been made. In the meantime, these institutions ‘will continue to have transitional protection in recognition of their different mission, and how their provision continues to focus largely on activity more aligned with adult informal learning’ (p. 25). 
Fees review

27. When provision is co-funded with employers, FE colleges must have an ‘agreed target’ on what proportion of fees they will collect. Even then, ‘the proportion of expected learner and employer contributions that is actually collected varies considerably, and there are insufficient levers in the system to ensure compliance’. Furthermore, the Government does not collect data on how other training institutions, those which are not colleges, collect fees, ‘making it difficult to assess the contribution being made by employers’ (p. 8). 

28. As a result, BIS has ordered an ‘independent fees review’. This will report next year (p. 8)

Quality Assurance and Improving Performance

29. Skills for Growth committed BIS to funding only high-quality provision. It also promised that successful colleges and providers would receive greater autonomy over their budgets if they did well. This part of the strategy provides more detail on these autonomies.
30. During the 2010//1 academic year, ‘quality will continue to be measured against Minimum Levels of Performance’ (MLPs) which will also apply to Train to Gain for the first time (p. 28). The MLP system will be merged into the Framework for Excellence during the year. BIS will use these benchmarks to determine whether an institution ‘retains its status as an approved supplier’. Colleges who fail to meet the MLPs will be issued notices to improve and be forced to formulate actions plans for improvement – if they fail to successfully implement these, the SFA will intervene. ‘Where other training institutions fall below MLP, action will be taken quickly to recover this position or, where appropriate, to withdraw funding and seek an alternative supplier’ (p. 29).

31. For the 2010/11 academic year, BIS proposes a list of ‘freedoms and flexibilities’  for successful providers (though it will consult with the providers on this list). These include:

· determining their own student, sector and level profile;
· viring
 between budget streams where this is responding to meeting national delivery priorities;
· a lower level of audit scrutiny;
· streamlined reporting for all students/trainees;
· less frequent inspections;

· an easier path to offering their own qualifications;

· determining their own level of debt borrowing;

· being on the Skills Funding Agency commissioning framework and having priority to receive new funds (p. 29).

32. In addition, all providers will have ‘full virement flexibilities within (but not between) their Employer Responsive and Adult Learner Responsiveness budgets’, meaning that they will have, for example, a single employer-responsive budget for Apprenticeships and Train to Gain (p. 29).

33. However, inadequate providers, and new providers, will have ‘no virement flexibilities and will be expected to deliver within separate budgets as currently’ (p. 29).

34. A provider’s status and attendant flexibilities will be reviewed annually (p. 30). The SFA, in partnership with YPLA, the local authorities and other bodies, ‘will develop a clear, coherent and consistent process for quality assuring the performance of all post-16 colleges and training institutions’, based on the Framework for Excellence (p. 30).

35. In exchange for these new freedoms, colleges and training institutions will be required to ‘respond to national and regional priorities’ around apprenticeships, Skills for Life entitlements, training for key sectors of the economy and other entitlements. They will also be required to be responsive to local need and ‘participate fully in ensuring their employers and students have access to information on the quality and success of the programmes they offer’ (ie, the proposed scorecards in Skills for Growth). They must also ‘ensure the co-funding principles are implemented conscientiously’ (p. 30).
Implications 
36. This paper needs to be looked at alongside the proposals in Skills for Growth and has profound implications for learning and skills providers in terms of:

· business planning and financial modelling;

· staff and curriculum development skills; and 
· strategic capacity to manage and take advantage of the flexibilities and freedoms on offer while responding to ‘national and regional priorities’. Sector engagement with the proposed fees review will also be important.
37. More specifically, the reductions in funding levels and the greater prioritisation and redirection of funding will require providers to re-profile budgets and reconsider business planning for 2010-11. For the longer term they will need to consider the implications of ‘co-funding principles’ and the imperative to generate more fee income. The increased focus on advanced apprenticeships, technician skills and vocational pathways to higher education will all have implications for curriculum development and progression planning.

38. LSIS is keen to receive comments about the impact and implications of these proposals and the critical areas where support and development will be essential. We must ensure that we identify the key priorities for active support. We are currently in the process of reviewing all our services and developing with our Board and Council our corporate plan for 2010-13 which must respond to this new agenda for the sector. Your advice would be very helpful in shaping this thinking.   
Caroline Mager, Executive Director, Policy, Research and Strategic Intelligence
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� In most cases, I have rounded the numbers slightly.


� A means-tested grant of up to £30 a week for adults studying for a first Level 2 or Level 3 qualification. It is thus similar to the Education Maintenance Allowance for students aged 16 and 17. 


� Virement is defined as ‘The agreed transfer of money from one budget head – income or expenditure – to another, within a financial year. Virement is a measure of flexibility that allows budget-holding managers to reflect budget variances within a year.’ (Thanks to the Improvement and Development Agency for the definition.)
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