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1. Executive summary

Introduction

1.1 Investors in People UK (IiP UK) is an executive Non-Departmental Public Body (NDPB) and a company limited by guarantee, set up in 1993 under the sponsorship of the then Department for Employment.  It is responsible for maintaining the integrity of the Investors in People Standard (the Standard), for its development and for the national promotion of it as a key business development tool in the UK.

1.2 In January 2002, the Department for Education and Skills (DfES), asked PricewaterhouseCoopers (PwC) to carry out a Quinquennial Review of IiP UK.  Phase 1 of the Review was completed between January and March 2002
.  The majority of our fieldwork comprised semi-structured discussions with IiP UK staff, practitioners, Board Members and international licensees, civil servants at both UK and devolved administration levels and a range of other key players with an involvement/interest in IiP UK’s work.  We also received a number of written submissions and conducted a small telephone survey of IiP recognised employers.

1.3 Our full Phase 1 report was presented in draft form to a meeting of the Review Steering Group on 21st March 2002 and finalised in the first week of April.

Key findings

1.4 By the end of September 2001, 25,595 organisations had been recognised as Investors in People since the introduction of the Standard.  The workforces of these organisations at the time of recognition totalled 5,864,786 (25% of the national workforce).  A further 20,249 organisations had made a commitment to work towards achieving IiP status, representing 3,777,861 employees (16% of the workforce).

1.5 This is a significant achievement and demonstrates that there continues to be widespread support for the Standard and enthusiasm for its continued promotion as a key business and workforce development tool.  Whilst others have undoubtedly helped, IiP UK has played a key role in getting IiP to this position.  Its management of the “IiP” brand has been of a high quality.

1.6 Key challenges for the future are to increase market penetration outside the public sector and former public utilities (currently penetration rates outside these sectors generally range between 20% and 40%) and among SMEs (only 2% of SMEs are currently recognised).

1.7 The last Quinquennial Review, undertaken in 1998/9, highlighted the need for a new remit letter – at that stage IiP UK was still operating under the 1993 letter; it still is.  We found that many of the issues raised by the earlier Review are still applicable.  Importantly, the lack of a revised remit letter has resulted in some lack of clarity between IiP UK and its key partners over roles and responsibilities.

1.8 In the light of the changed delivery arrangements in England, following the establishment of the Learning+Skills Council (LSC), the Small Business Service (SBS) and the Regional Quality Centres (RQCs), the reviews of delivery arrangements being conducted elsewhere and the imminent creation of UK Sector Skills Councils (SSCs), the need for a new remit letter for IiP UK is all the more pressing.

1.9 The changes to delivery arrangements in England have undoubtedly had an impact on IiP UK’s performance.  In particular:

· There has been a slackening of pace in terms of the number of recognitions and a dip in the number of organisations committing to work towards IiP status.

· Although still important, IiP appears to be less central to the delivery of Government policy objectives in the area of workforce development than was the case pre-April 2001.

· IiP UK has suffered a significant drop in revenue from its publications activity.  The resulting “hole” in IiP UK’s finances has consumed senior IiP UK (and DfES) time trying to resolve matters.

1.10 Whilst the changes of the last 12 months have not helped matters, we have encountered a widely held view that IiP UK could have done more to work through the transition by establishing closer and more productive relationships with its key partners.  Discussions with IiP UK suggest that much was, in fact, done to this end behind the scenes and that its efforts were hindered by some real problems (notably the absence until fairly recently of a reference point within the LSC to deal with on matters of common concern).  That said, it is clear that IiP UK’s delivery partners would have welcomed a more visible and proactive strategic lead from the company during this difficult period.

1.11 We and our interviewees believe that IiP UK has been diverted by commercial considerations in recent years from what most regard as its main mission – the development, quality assurance and promotion of IiP in the UK.  At times it appears as though the organisation may have been driven as much by the need to generate income as by the need to increase take up of the Standard in the UK.  

1.12 There are two aspects of IiP UK’s current role which we believe can be singled out as having been diversionary in their effect.  These are:

· Its international work – this takes IiP UK away from what, in our view and that of the great bulk of our interviewees, should be its main focus – ie. the UK.

· The National Centre – this involves IiP UK in hands-on delivery of advice and assessment and does not, in our view, sit comfortably alongside its core role of ensuring the quality and integrity of the Standard.  The National Centre’s work has also caused territorial tensions between it and the RQCs.

1.13 We have also identified tension between the need to maintain the quality and integrity of the Standard (hence a need for central control) and the desirability of being responsive to the situations of different employers, in particular SMEs, and of the different countries and regions of the UK.  We believe that the devolved administrations need to have greater influence over the development of central strategies.  We also believe that greater flexibility (regional and sectoral tailoring) may help to promote take up of the Standard.

1.14 IiP UK has experienced high rates of staff turnover (around 30% per annum).  Whilst some of this may be attributable to the difficulties of trying to staff a public sector organisation in central London, we have also encountered evidence that this may be symptomatic of more fundamental issues related to the management of the organisation.  Also on a leadership-related matter, we are concerned that - historically at least - the unquestioned strengths and commitment of individual Board members may not have been applied as effectively as they might to the benefit of the company.

1.15 Our overall assessment is that there is a continuing need for the Standard – and a substantial supporting role to be delivered.  This role embraces:

· Protecting the integrity of the Standard, for example through clear guidelines and protocols with brand users.

· Reviewing and developing the Standard, including promoting or procuring research on the business benefits of the Standard and disseminating the results and working with others to secure maximum synergy between IiP and other quality standards and indicators.

· Ensuring and monitoring the quality of the Standard, development of skills and best practice within the delivery network and providing leadership in the arena of IiP quality (this includes licensing arrangements).

· Promoting the Standard (publications, providing updates for partners and customers, on-line activities, conferences, advertising, and PR and media strategy), attuning this work appropriately to the different priorities of the different parts of the UK.

· Providing an information service to the public, the network, and key strategic partners (maintaining a website, responding to enquiries and to requests for information, managing the national brand, supporting external ambassadors etc).

· Contributing to the growth in the number of organisations achieving the Standard by establishing and maintaining effective working relationships with the delivery network (the LSC, SBS/Business Links, practitioners and RQCs in particular) and through central marketing and sales support services, where they are needed at a national level.
· Providing the central services necessary to support those undertaking the roles identified in the preceding bullets (ie. Finance, HR, Business Planning, securing an accurate and responsive database etc).
Options appraisal

1.16 A central element of all Quinquennial Reviews is to consider the roles played by the organisation in question against a range of alternative delivery options.  These options, and our broad conclusions on each of them, are as follows:

· Abolition – currently there is no case for abolition.  The Investors in People Standard continues to be valued by both Government and employers as an instrument for the delivery of workforce and business development.  The future availability of the Standard is dependent on the continuing delivery of certain core functions (such as quality assurance, development and promotion).  Given this, there is a continuing need for an organisation such as IiP UK to deliver these core functions.

· Privatisation – is not a realistic option in this case.  IiP (in common with workforce development more generally) clearly suffers from market failure (if it did not, the government would not be supporting it as handsomely as it presently does); given this, our assessment is that the withdrawal of public funding would jeopardise the future delivery of the core functions now delivered by IiP UK.  Additional arguments against privatisation include the loss of government influence, the negative presentational impact of an apparent end to government endorsement and the probability that a private sector owner would not have the appetite to attack the more challenging potential IiP markets (eg the SME market).

· Strategic contracting out (and hence market testing) – is also not appropriate.  Strategic contracting out would end the current arm’s length relationship, imply the discontinuation of the current Board and unhelpfully position the IiP sponsor organisation under more direct government control.   The scale and nature of the work might not be attractive to external contractors and there would be the ever-present risk of creating a degree of over-dependence on one supplier.  Presentationally too, the Standard’s attractiveness could well be compromised through association with an organisation better known for doing something quite different.  As we believe that strategic contracting out can therefore be ruled out, we do not believe that there is any point in market testing (which is only a useful exercise if the option of strategic contracting out remains on the table).

· Merger/rationalisation – is also not appropriate at present.  We have considered four main options: merger with the LSC, with the new SSDA, with the charity UK Skills and with another standards setting organisation.  While the detailed arguments are different in each case, the main potential advantages (combining two organisations with similar areas of focus into one) are in our view outweighed by the disadvantages which include:  the probability of a reduced focus on IiP, less apparent employer ownership, reduced government influence, incompatible territorial remits (in the case of the LSC) and the disruption that change such as this would inevitably bring (without sufficiently strong compensatory benefits).  We nevertheless recommend that the possibility of a merger with the SSDA should be kept under review as the SSDA establishes itself.

· Devolution – is also not appropriate.  We are clear that IiP draws great strength from its national UK wide status and that the devolution of its core functions to the devolved administrations and/or regions would work against the national coherence that almost all our interviewees value.  (As noted earlier, however, we do nonetheless see advantage in improved tailoring of IiP delivery arrangements to national/regional needs.)

· Transfer to central Government – there is no enthusiasm for transferring any of the functions of IiP UK to central government, either in whole or in part, and no obvious need for greater Ministerial control that would argue in favour of such a transfer.  A transfer would also risk the loss of employer ownership and could (assuming that the Department taking on IiP UK’s work were either DfES or DTI) distance the organisation further than is presently the case from the devolved administrations.

1.17 On balance we are persuaded that the current NDPB status of IiP UK continues to be the best way to deliver the core role identified above.  This is not simply because, for the various reasons set out above, none of the other options are appropriate.  There are also a number of positive factors that argue in favour of continued NDPB status, in particular:

· It has proved effective in practice: IiP UK has, with its delivery network, achieved considerable success in terms of take up of the Standard and thereby made a significant contribution to business and workforce development in the UK.

· The current organisational form is widely perceived to have ensured that  IiP UK is “neither public nor private sector”.  This means that it can access and demand support from within Government without being seen as managed by it and that it enjoys bi-partisan support from outside Government.  The public endorsement implicit in NDPB status is also undoubtedly an important asset.

· NDPB status provides an effective means by which Ministers can continue to own the Standard (as they wish to do) but without being required to exercise close control over it (which they would probably need to do in the case of the main alternative – licensing a non-governmental organisation to use the Standard).  

· NDPB status is the option that commanded almost unanimous support from our interviewees as the best outcome at the present time.  IiP UK’s current status clearly does not represent a major cause of concern for the vast majority of those that we interviewed.

· Given the degree of change that the sector in general, and IiP UK’s delivery infrastructure in particular, has experienced recently, a period of stability in relation to IiP would seem to us to be helpful.

1.18 We need to add one qualification to our overall assessment that continued NDPB status represents the best way forward; this is that we believe that consideration should be given in Phase 2 to the question of whether, while still an NDPB, the addition of charitable status might deliver any advantages.

Key recommendations

1.19 The core functions of IiP UK should continue to be delivered by a single body.  This body should have the status of an NDPB.  The subsidiary question of whether the addition of charitable status would be advantageous should be looked at in Phase 2.

1.20 There needs to be wider ownership of the NDPB’s functions – both across the devolved administrations and between DfES and DTI.  The key stakeholders must agree collectively over core UK issues and strategies.  They must also take responsibility for local tailoring (to regions or sectors) beyond that core. 

1.21 IiP UK needs to focus – and be clearly perceived as focusing – on its core functions.  The delivery of these functions will in future need to be, for most intents and purposes, fully funded from public sources.  To this end, we recommend that IiP UK discontinues:

· Profit-making commercial activities.  Publications should be made available free of charge.  Any budgets currently routed via the delivery network to allow for the purchase of materials/services from IiP UK should in future be paid direct to IiP UK to support its activities in these areas.  Any work for which it is necessary to make a charge should be charged on a cost-recovery basis only.  (It is possible that the Phase 2 work will identify a few limited exceptions that might be made to this general recommendation.)

· The National Centre.  The Centre’s work should be devolved to the relevant partners (RQCs and LSC) with only a core support/coordination role being retained by IiP UK.

· International work.  This should be licensed by IiP UK to a third party.

1.22 In contrast, there is much work to be done to promote take up of the standard in the SME and other sectors.  The possibility of an extended role for IiP UK in this area should be kept under review.

1.23 The market for delivering advice (and, subject to more detailed consideration during Phase 2, perhaps also assessment) should be opened up to encourage a wider range of public and private sector organisations to become engaged in the promotion and delivery of IiP.  This is particularly important if market penetration of new sectors including SMEs is to improve.  This will require a review of the current arrangements for subsidising IiP-related activities.

1.24 The discontinuation of the National Centre means that new referral mechanisms will need to be introduced to ensure that employers approaching IiP UK are effectively rerouted to appropriate advice / assessment providers, who must be able to provide a “one-stop-shop” service - either of assessment, or advice, but not both - to national employers.  This could include the co-ordination of input from other providers if needed.

1.25 Once the new arrangements are finalised, a new remit letter, clarifying the respective roles and responsibilities of IiP UK and its partners, should be issued.  All parties should then work to ensure that a productive climate exists within which a properly resourced IiP UK can ensure that the Standard is able to play its role as a key business and workforce development tool for UK plc.

Conclusion

1.26 Our proposals seek to retain the best features of the current arrangements – robust guardianship of the Standard’s quality and integrity; an arms-length relationship in which IiP UK is supported - but not dominated - by Government, key partners in the public and private sector and other interested/involved players; a spirit of innovation and continued high quality management of the IiP brand.

1.27 At the same time they seek to ensure that IiP UK’s core purpose is clear and prioritised; that it is this that the organisation focuses its efforts on and that ownership is more widely shared, both across the UK and across Government.

1.28 We consider that, following further refinement during Phase 2, implementation of these recommendations will embed and build on the success that IiP UK has enjoyed to date whilst encouraging greater take up of the Standard by more organisations across more sectors of the UK economy in future.

2. Introduction

2.1 Investors in People UK (IiP UK) is an executive Non-Departmental Public Body (NDPB) and company limited by guarantee, set up in 1993 under the sponsorship of the then Department for Employment. It is responsible for maintaining the integrity of the Investors in People Standard (the Standard), for its development, and for the national promotion of the Standard as a key business development tool within the UK.

2.2 The Cabinet Office requires sponsor departments to review NDPBs at least every five years. IiP UK last underwent formal review in 1998/9.  

2.3 This review has been brought forward to provide an early opportunity to examine the role and remit of the company in the light of the changed delivery arrangements following the setting up in England of the Learning+Skills Council (LSC) and the Small Business Service (SBS) and the imminent creation of the UK Sector Skills Councils (SSCs).

2.4 In January 2002, the Department for Education and Skills (DfES) commissioned PricewaterhouseCoopers (PwC) to carry out the first stage of this Quinquennial Review with the following terms of reference:

· To review the role and functions of IiP UK as outlined in its remit letter, and the efficiency and effectiveness with which they have been carried out, and how these functions contribute to the delivery of wider DfES and Government objectives, and those of the devolved administrations;

· To consider the continuing relevance and likely need for these functions in the future and whether there is a need for any reductions or expansion of these functions;

· To consider whether continued NDPB status is the best way of delivering these functions or whether some, or all, of the functions could be delivered more efficiently and effectively through other means e.g. privatisation, contracting out, rationalisation or merger with other bodies;

· To examine and report on the past performance of IiP UK against its aims, objectives, key targets and quality standards;

· To examine the impact of the freedom and flexibilities afforded to IiP UK on its ability to achieve its aims and objectives;

· To assess how well IiP UK’s relationship with Ministers and the DfES has worked;

· To consider what IiP UK’s customers, end users of the Standard and other key stakeholders think about its role, performance and responsiveness to their needs;

· To report the outcome of the first stage of the review by 31 March 2002.

2.5 This report constitutes the output from the first stage of the review.  Following Phase 1 there is likely to be further work required to implement the report’s recommendations and to investigate further a number of issues that it has not been possible to explore fully as part of Phase1.

3. Methodology

3.1 The review team reports to a Steering Group (membership attached at Annex 1), which met once to agree the approach and methodology and once to discuss draft findings.  

3.2 Our approach was tailored to ensure we captured relevant views from IiP UK and a wide range of its partners, stakeholders, customers and other interested parties.  A schedule of interviewees is attached at Annex 2.  In addition to these interviews:

· We conducted a financial review;

· We carried out a telephone survey of 20 employers.  The results of this are summarised in Annex 3;

· IiP UK’s web site invited submissions and a wide range of organisations received written invitations to respond;

· We held two focus group discussions – one for IiP practitioners and one for IiP UK staff.

3.3 In total therefore we carried out 48 interviews, held 2 focus groups, received 30 written responses and surveyed 20 employers.

3.4 We also carried out a short review of previously published and commissioned research.

3.5 All contributions were given in confidence and we have taken care to ensure that we have not reported them in a way that is attributable to individuals.

4. Role and functions of IiP UK; performance and targets

Introduction

4.1 In this section we review IiP UK’s role – both as described in the original remit letter and as it currently stands, the findings from the previous Quinquennial Review and IiP UK’s recent performance and targets for future take up of the Standard.  This sets the scene for the analysis that follows in subsequent sections of the report.

Background

4.2 The original remit letter of October 1993 set out three main tasks for IiP UK:

· To provide national ownership, leadership and direction to ensure the establishment of the Standard in the eyes of all employers and to support and reinforce local promotion by Training and Enterprise Councils (TECs), Local Enterprise Companies (LECs) and their counterparts in Northern Ireland;

· To maintain the national Standard and ensure its continued relevance through appropriate research and through national quality assurance of the assessment process;

· To undertake assessments against the Standard of national organisations, including TECs, LECs and industry training organisations.

4.3 With regard to clarity about progress and performance, IiP UK were required to:

· Assist in the achievement of the relevant National Education and Training Targets, including working with the National Advisory Council and officials in the Department, recognising that IiP would be a matter for individual employers and the efforts of TECs and LECs;

· Facilitate and promote the involvement of smaller organisations with fewer than 200 employees;

· Focus on consistency and quality, ensuring that employers hold the Standard in high esteem and recognise it as credible and rigorous, whilst ensuring that assessment and re-assessment is cost effective and non-bureaucratic;

· Support the effort of the TECs and their counterparts, securing the necessary research and materials with the creation of an effective infrastructure for sharing and promoting good practice;

· Work within the financial memorandum;

· Work with officials to agree quantifiable and time related performance indicators for these tasks.

Recommendations from the previous Quinquennial Review

4.4 In the last Quinquennial Review, accepted by Ministers in May 1999, the key conclusion and recommendation was that IiP UK should continue as a NDPB and private company limited by guarantee, but that a new remit letter from Ministers should make its future role and functions clearer, for the benefit of the company itself and for key partners, customers and stakeholders. 

4.5 It was intended that the new remit letter should be given wide circulation within Government, with delivery partners, and amongst other key stakeholders in order to promote maximum clarity of expectation. On this basis, a new Memorandum of Understanding was envisaged which could similarly be given wide circulation.

4.6 The other main conclusions were that IiP UK should continue to:

· Carry out the guardianship and development of the Standard as vital functions;

· Promote the Standard;

· Maintain a database and further improve the accuracy, timeliness and analysis of available data;

· Keep its independent role and functions but:

· continue to be industry-led;

· continue to be responsive to Government priorities;

· continue to receive Government support through grant-in-aid whilst not ruling out change before the next Quinquennial Review;

· work closely with other bodies at national level to achieve greater synergy between the Standard and other quality standards and initiatives and joint accreditation where possible.

· Give wide publicity to progress made;

· Reinforce local promotion of the Standard as one of a range of business development tools.

4.7 In addition, it was recommended that Departmental officials should explore with IiP UK staff whether there would be scope to ease the burden of financial and performance monitoring.

4.8 In the event, a revised remit letter has not been issued, although there have been very detailed negotiations between the Department and IiP UK on marketing activity (this is the subject of a separate contract between DfES and IiP UK).

4.9 It is in this context that IiP UK prepared its latest Business Plan for 2001 - 2002. The strategic goals of IiP UK were listed in it; they reflect the way in which IiP UK’s role has evolved since the original remit letter, and are as follows:

· To contribute to the development of a positive climate for the Standard;

· To support other organisations contributing to the take-up of the Standard, especially amongst Small and Medium-sized Enterprises (SMEs);

· To contribute to the growth in the number of organisations achieving the Standard;

· To ensure that the quality of the Standard is maintained and enhanced;

· To successfully develop and position the Standard;

· To enhance the international coverage and credibility of the Standard;

· To ensure that high professional standards are set and met within IiP UK.

Role and functions agreed at the start of this review

4.10 At the start of this Review, it was agreed that IiP UK should re-state its functions and objectives in order to present interviewees with a clear summary of what IiP UK considers its current role to be. 

4.11 This resulted in a role that was defined as follows:

· Protecting the integrity of the Standard through clear guidelines and protocols with brand users;

· Reviewing and developing the Standard, including research on the business benefits of the Standard etc;

· Monitoring the quality of the Standard, developing skills and best practice within the delivery network and providing leadership in the arena of IiP quality;

· Promoting the Standard (publications, providing updates for partners and customers, on-line activities, conferences, advertising, and PR and media strategy);

· Providing an information service to the public (maintaining a website, responding to enquiries and to requests for information, managing the national brand, external ambassadors);

· Supporting international development of the Standard;

· Operating the National Centre for IiP, which provides a nationally focused service of advice and assessment for national and multi-sited organisations and assessment services for partners;

· Contributing to the growth in the number of organisations achieving the Standard by establishing and maintaining effective working relationships with the delivery network (Learning+Skills Council, Business Links, practitioners, Quality Centres);

· Licensing the Quality Centres;

· Providing central services (Finance, HR, Business Planning etc).

Take up of the Standard in the UK

4.12 As part of the review we are required to report on the past performance of IiP UK.  In the following paragraphs we review data on take up of the Standard and related issues
.

4.13 The latest available combined figures for the UK indicate that by 28 September 2001, a total of 25,595 organisations had been recognised. The people employed in these organisations at the time of recognition totalled 5,864,786 (24.65 % of the workforce).

4.14 By the same date, a further 20,249 organisations had made a commitment to work towards achieving IiP status. People employed in these organisations at the time of commitment totalled 3,777,861 (15.88 % of the workforce).

4.15 On this basis, the grand total of organisations engaged with the Standard stood at 45,844, employing 9,642,647 people, some 40.54 % of the workforce at the time of recognition/commitment.

4.16 Within these totals, there are substantial variations in the levels of engagement by organisations of different sizes and from different sectors. We comment on this in subsequent paragraphs of this section.  The figures showing engagement by size of organisation are:

	Recognitions (as at 28 September 2001)

	Organisations
	Employees

	Size (employees)
	Number
	Number
	% of Workforce

	49 or below
	11,920
	262,160
	1.10%

	50 to 199
	8,422
	797,997
	3.35%

	200 plus
	5,253
	4,804,629
	20.20%

	Total 
	25,595
	5,864,786
	24.65%

	Commitments  (as at 28 September 2001)

	Size of organisation
	
	
	

	49 or below
	11,766
	237,666
	1.00%

	50 to 199
	5,646
	519,954
	2.19%

	200 plus
	2,837
	3,020,241
	12.70%

	Total 
	20,249
	3,777,861
	15.88%

	Total – commitments plus recognitions
	45,844
	9,642,647
	40.54%

	Total UK Workforce: 23,788,000


4.17 Recognition figures by organisational size within each country of the UK - also reported as at 28th September 2001 were as follows:

	Country
	49 or fewer employees
	50-199 employees
	200+ employees
	Line total

	England
	9,063
	7,470
	4,680
	21,213

	Northern Ireland
	174
	134
	109
	417

	Scotland
	2,045
	527
	310
	2,882

	Wales
	638
	291
	154
	1,083

	UK totals
	11,920
	8,422
	5,253
	25,595


4.18 The figures for engagement by occupational sector show greater variations. Figures based on the number of employees in recognised or committed organisations as a percentage of the total number employed in that sector range from just over 1% (Agriculture, Hunting and Fishing), to a high of over 80% (Government, Public Administration, Education and Health). An indication of the range is given in the chart below.
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National Targets

4.19 In this section we summarise the various approaches that have been adopted across the UK to setting targets for IiP.

4.20 The Government's current national Learning Targets were established in 1998 and run to the end of 2002. They describe attainment targets for young people, adults and organisations. They are specifically for England; Northern Ireland, Scotland and Wales make their own separate arrangements. 

4.21 The Learning Targets that relate to IiP recognitions for organisations in England are as follows:

· 45% of medium-sized or large organisations (50+ employees) recognised as an Investor in People;

· 10,000 small organisations (10-49 employees) recognised as an Investor in People.

4.22 Figures for recognitions reported in England up to 28 September 2001 indicated:

	Organisations by size
	Organisations recognised
	Organisations committed
	Total

	50+ employees
	35.17%

12,150
	20.62%

7,123
	55.79%

19,273

	10-49 employees
 
	8,114
	6,967
	15,081


4.23 The average lead-time taken for the journey from commitment to recognition is some 80 weeks for smaller organisations, and between 103 and 109 weeks for larger organisations. Reaching these targets by December 2002 is therefore possible, according to the actual time taken by currently committed organisations to reach recognition.

4.24 TheLSC has inherited responsibility for National Learning Targets in England and has been charged with advising the Government on the extension of the post-16 targets beyond 2002. One of the key objectives of the LSC is to increase the engagement of employers in workforce development, and it is currently engaged in developing measures of employer engagement for its Workforce Development Strategy, which is expected to be published shortly.  

4.25 In Northern Ireland, DELNI sets targets for its Quality Centre-equivalent to achieve. These targets are scrutinised by the Departmental Board and Departmental Committee of the Northern Ireland Assembly. There is also a Departmental Advisory Board that includes employers and stakeholders and they also comment on the suitability and rigour of the targets. These are operational targets for each year's activity. The 2001-2 target was for a cumulative figure of 550 recognitions. The September 2001 figures show 512 recognitions achieved by that date. 

4.26 In Scotland, the original Scottish Education and Training Targets were for the Year 2000. Ministers have resolved not to introduce policy changes or new targets until the Parliamentary Committee on Post-16 Learning has reviewed post-16 provision. In the meantime, operational targets are established each year by Scottish Enterprise and by Highlands and Islands Enterprise.  

4.27 In Wales, the National Assembly has recently agreed new targets for April 2002 – March 2005 as follows.

	Year
	Total Recognitions
	Under 50 employees
	50-199 employees
	200+ employees

	4.28 2002-3
	4.29 225
	4.30 175
	4.31 35
	4.32 15

	4.33 2003-4
	4.34 280
	4.35 225
	4.36 40
	4.37 15

	4.38 2004-5
	4.39 310
	4.40 250
	4.41 45
	4.42 15


5. Key findings

Introduction

5.1 In this Section we focus on what, on the basis of fieldwork, IiP UK is  doing well and those issues that have been raised as “causes for concern” during the course of the Review.

5.2 Throughout the Review, we have been careful to differentiate between those activities carried out by IiP UK itself, and those carried out by the many other contributors who are part of the wider network of IiP-related activity. Where we have made a conclusion of praise or criticism, it is in this context and mindful of the particular roles and functions required of IiP UK, and therefore of the legitimate expectations of their performance.

5.3 Our findings are set out under the following headings:

· Value attached to the Standard and its take-up;

· Leadership and strategy;

· Staff management;

· Financial management;

· Use of ICT and management information systems;

· IiP UK Board;

· Marketing and brand management;

· Quality assurance;

· Small firm and sector specific issues;

· The delivery network.

Value attached to the Standard and its take-up

5.4 The purpose of IiP is to benefit businesses and their employees, and therefore the valid starting point for this review is to consider how IiP UK has contributed to this purpose.  

5.5 We found widespread support for the Standard itself and enthusiasm for its continued promotion and take up (with some relative reservations, discussed later). Those close to organisations who are genuinely committed to the principles testify to the developmental power of the model for both the business and its people. Respondents appreciated that IiP UK had played their part in this, whilst recognising (and this was also acknowledged by IiP UK) that the widespread adoption of the Standard had benefited from the efforts of many ambassadors and contributors throughout the UK.

5.6 We set out earlier in this Report the latest position on recognitions and commitments undertaken by organisations. We also include at Annex 4 the latest graphical representations of cumulative recognitions and commitments. These graphs show a slackening of the pace of recognition from about April 2001 onwards, and a dip in cumulative commitments during that same period.

5.7 Our findings on the value of the Standard are important.  Notwithstanding the recent drop in interest (as reflected in the slackening pace of recognitions and dip in commitments noted above), our conclusion is that there is value in continuing to have the Standard.

Leadership and strategy

5.8 Many respondents acknowledge the particular leadership role played by IiP UK in developing and maintaining the IiP brand.  IiP UK’s role in the continuing development of the Standard, in producing national promotions and Standard-related literature of a generally good quality and in securing commitment to the Standard from large corporate organisations and key opinion formers and business leaders were considered to be particularly important in this. 

5.9 Concerns were expressed in relation to IiP UK’s apparent difficulties in engaging (through intermediaries) with the needs of small businesses and in the relative difficulties penetrating the private rather than public sector
.  It is fair to point out that, as we set out earlier, it remains possible that the relevant National Targets will be met.  However, on balance, it appears that attention has not been sufficiently focused on these areas for reasons which relate to a mixture of:

· A tension between taking forward the Standard in what are generally accepted to be difficult areas and having to find ways to create revenue in order to balance the budget;

· A tension between these challenges and activities that many external to IiP UK regarded as distractions, such as international work;

· The lack of a clear and consistent strategy for taking the Standard forward in these areas.

5.10 The second of these points is, in our view, key.  Although we would accept that international work has a strategic benefit to the UK, it has consumed some staff resource (one full time and two part time posts – including a senior member of staff responsible also for the Standard’s development in the UK - plus support from others).  Our conclusion is that IiP UK has had too much of its managerial and leadership capacity diverted onto activities that, whilst possibly beneficial in other ways, many see as tangential to the core business of promoting the further penetration of IiP as a key workforce and business development tool in the UK market.

5.11 In this context it is only fair to note that the lack of a new/current remit letter (our understanding is that the original letter, drawn up in 1993, still stands) has not helped matters; it has led to genuine uncertainty as to how key relationships should work and who should be taking the lead on a range of issues to do with the Standard and how IiP fits into the wider workforce/business development agenda.

Staff management

5.12 Some interviewees from both within and outside IiP UK had reservations regarding the organisation's current leadership and management approaches.  However, other interviewees (probably a minority on balance) were supportive.  In addition, IiP UK reported to us a high level of staff turnover (about 30%) amongst in-house staff.  We imagine that IiP UK, and Phase 2 of this review, will wish to consider this further. 

Financial management

5.13 Although a NDPB, IiP UK are only part funded by the DfES.  Excluding the separate contract for marketing activity, approximately half of IiP UK’s income is  in the form of grant-in-aid, the other half being funded through licence fees and what can broadly be termed “commercial activity” (mainly the work of the National Centre and sale of publications). We consider that this has led to a disproportionate amount of the work of the Company being directed at generating commercial income.  Reliance on commercial income has caused particular difficulties during this current financial year. 

5.14 The impact of the new delivery network on income received from publications and merchandise has been particularly significant.  IiP UK predicted that the transition period would be difficult and that things would then start to pick up.  However, these income streams appear unlikely to reach the levels previously achieved.

5.15 IiP UK has implemented strategies in order to try to minimise the impact of the changes to the delivery network on income.  These anticipated that income from publications would pick up later in the year; in practice this did not happen and IiP UK had to revisit their strategy.  Directors looked at income streams for potential sources of additional income and, unable to find any further major sources, turned to cost cutting to ensure that a break-even position was achieved.  The cost savings were not sufficient to cover the fall in income.  This resulted in a revised forecast deficit for the year 2001/2002 of £231,000 (at December 2001). Management action to reduce this further, including a freeze on permanent staff recruitment, has continued in 2002 and the level of the deficit is now forecast to be substantially reduced to a more manageable level.  

5.16 Work in the international arena in the year 2001/2002 is forecast to generate net income of approximately £100,000 (against a budget of £80,000).

5.17 The National Centre’s advisory and assessment work is forecast to generate net income of approximately £170,000 (against a budget of £312,000) for the financial year 2001/2002.

5.18 We accept that some of the pressures to undertake more commercial activity stem from the requirement to deliver a balanced budget.  Nevertheless, we believe that commercial activities have distracted IiP UK from what should have been its focus - ie. the core UK business (for these purposes we include the operation of the National Centre as well as the international development work within the definition of commercial activities – notwithstanding that there may well also have been valid strategic reasons for undertaking some of this work).  Our conclusion is that IiP UK should, in principle, withdraw from direct involvement in commercial activities, although the next phase of the review should consider each on a case by case basis to establish the best way forward.

5.19 The main expenditure streams are:

· Cost of sales (comprising quality assurance, assessment and advisory services and publications and merchandise);

· Marketing;

· Staff costs and administration.

5.20 Average staff costs increased gradually on an annual basis until 2000. However in 1999/2000 there was a substantial restructuring of staff with a job evaluation scheme being introduced and a performance related pay system being put into place.  As a result of this exercise one or two salaries were revised downwards to reflect what was perceived as being a more suitable rate for the role.  New staff were recruited on lower pay levels.  This has resulted in a slight decrease in average salary costs for 2001.

5.21 In terms of profit making activities we have reviewed IiP UK against industry averages.  The results are shown below:

Ratios compared to industry averages

	
	IiP UK 31/3/01
	Industry Averages


	
	
	Lower
	Median
	Higher

	Performance

	Profit/Sales (%)
	-0.80
	-0.83
	1.22
	3.72

	Profit/Capital Employed (%)
	-5.82
	-2.46
	2.59
	9.50

	Turnover

	Sales/Total assets (%)
	460.74
	176.59
	243.91
	333.11

	Employee

	Average employee wage (£)
	27,583
	16,368
	19,072
	23,204

	Wages/Sales (%)
	13.75
	46.94
	31.15
	12.75

	Sales per Employee (£)
	202,588
	39,144
	78,674
	169,929


5.22 The comparison against industry averages must not be interpreted crudely: IiP UK has a very different role to most commercial activities and is accepted to be operating in an area with particular market features.  The main conclusion we draw from the above is that IiP UK is struggling to make a profit on its commercial work; this informs our discussion later regarding the viability of certain organisational options – in particular privatisation.

5.23 The Department also funds IiP UK’s marketing and communication programme under a separate contract for a three-year period.  We understand that:

· The contract is worth approximately £1.5m per annum;

· The contract is due to expire shortly;

· The Minister has agreed a six-month extension to the current arrangement;

· IiP UK is being encouraged to consider joint funding, joint working and other forms of self-help for specific activities.

Use of ICT and management information systems

5.24 Management information systems appear to require some improvement.  There are two distinct issues. 

· There appear to have been difficulties for customers and partners in extracting information from IiP UK, and the company’s own staff and management believe IiP UK’s MIS and infrastructure are inadequate and in need of updating.  Poor systems appear to have contributed to perceptions of poor communications between IiP UK and the “outside world” and between staff within IiP UK.

· There is an issue about responsibility for collection and maintenance of data on IiP commitments and recognitions, which we understand has passed to the LSC.  Many respondents commented that it was difficult to access timely and reliable data.  In the meantime, IiP UK has undertaken to work with the new delivery network to improve the data available, and an exercise to cleanse and re-launch a more secure database is currently under way.   There appears, however, to continue to be a valid question as to whether the body with the greatest single interest in IiP, that is IiP UK, might not be best placed to maintain the relevant database.  This is an issue that we suggest should be explored in Phase 2 of this review.

IiP UK Board

5.25 The Board comprises an extremely able and talented group of individuals, who potentially have a great deal to offer the organisation.  We are aware that they have contributed significantly, not least through their involvement in separate "think tanks" on key issues - these include the Visioning Group for the Review of the Standard (99/00); the Practitioner Development Group (99/00); the Windsor Consultation (June 2001) and the SME taskforce (01/02).  The influx of new members has also been welcomed.

5.26 We are concerned, however, that the Board corporately is not being enabled to perform its role fully (or, put another way, that the whole is less than the sum of the parts).  Particular issues that were raised during the course of our discussions relate to the ability of the Board to:

· Exercise a full developmental and strategic role.  There was a view that Board meetings – at least historically - tended not to encourage sufficient exploration of different opinions, although it appears that this has been improving;

· Exercise rigorous oversight over the performance of the organisation and in particular that of its key people;

· Be sufficiently focused on the strategic issues facing the company.  The organisation’s recent financial difficulties (q.v.) have been unfortunate in this respect, forcing an inward focus on an issue of detail when the Board should be looking externally at the bigger picture.

5.27 This strikes us as a missed opportunity – Board members are committed to the Standard and the organisation but do not always seem to be afforded the opportunity to demonstrate this commitment.

Marketing and brand management

5.28 There was praise for the strength of the IiP brand, for which IiP UK deserves credit. The updating of the Standard for 2000 is widely regarded as ultimately successful – albeit that some players felt marginalized and uneasy during the process. 

5.29 The development of Investors in People, including the review of the Standard, is driven by the views of a range of stakeholders, employers and practitioners. Policy decisions inevitably have to balance the wishes of all parties (for example, the introduction of the new equal opportunities indicators and development of a Work Life Balance module were particularly supported by government, but may not have been welcomed by all other stakeholders / employers).  The majority we spoke to, however, accept that the Standard needs periodic review and where appropriate, updating – and that this is an important role for IiP UK.  

5.30 But there is also a view that changes for change’s sake should be avoided.  There was some feeling that commercial concerns had influenced IiP UK’s behaviour at certain times – for example some Quality Centres complained at having to pay to take part in pilots, and over arrangements for the Internal Review tool.  There is also some unease about some of the additional voluntary modules, which will need careful positioning in order to complement and not dilute the value of the existing Standard and to avoid confusion, duplication or conflict with other products.

5.31 We also received representations regarding the need for IiP UK to attune its promotional, marketing and planning activities more closely to the priorities of the English Regions and of the other countries in the UK. There is a concern that currently this focuses too much on a large corporate and/or London-based view of the world and is not sufficiently differentiated at a regional level.  We note, however, that marketing material does feature case studies from across the regions within IiP UK’s marketing remit.  We also note that there is a particular issue relating to marketing beyond its marketing area, for example in Scotland.  The key issue emerging from this appears to us to be the need for there to be more explicit ownership of a core marketing strategy by all those that hope to benefit from it; with clear agreement over those aspects of marketing that are for regional tailoring.  We are encouraged that IiP UK has indicated its keenness to work alongside others in this way.

5.32 Within the devolved administrations, we found almost total support for a single Standard that covered the whole of the UK. The widely held view was that added value would be gained by retaining a pan-UK Standard – as long as IiP UK could reflect, and be genuinely responsive to, the regional agenda and requirements (which some felt had not always been the case to date).

5.33 There is a view that IiP UK should have been more pro-active in developing a more productive positioning of the Standard with other improvement tools. We have already noted that the last Quinquennial Review recommended a closer working relationship with other bodies to achieve greater synergy and joint accreditation wherever possible.

5.34 In the period since the last review there have been examples of this – for example a joint publication
 by IiP UK, the British Quality Foundation and BSi , advising organisations who had gained from using one of their  models how to build further using the others.  This was welcomed as a first step but does not seem to have been built on to any significant extent.  The general view of our interviewees was that, whilst greater synergy would be desirable, it is appropriate that the various models retain their separate and independent status. 

5.35 It is, of course, important to note that “closer working” is a two-way process; during the course of our work we saw nothing that would suggest that IiP UK had deliberately blocked the attempts of other organisations to work more closely with it and indeed IiP UK would argue that it has taken a lead in this area.

Quality Assurance

5.36 We found widespread support for the quality assurance role IiP UK has played and the impact that this work has had in maintaining the integrity of the Standard. The improvements in recent years are widely recognised. This includes the initiative to secure the registration of all practitioners including advisers. This dates from 1998 and has become a mandatory requirement this year. Registration is set within a complete framework of quality assurance including initial selection of potential practitioners, development planning, testing of competence, initial training, and post registration observation by a Practitioner Developer twice each year.

5.37 There is some feeling that in future IiP UK needs to find new ways to engage in debate about flexibility over quality arrangements, especially for small businesses.  Although IiP UK maintains that it has introduced significant change to do this – for example, basing assessments on outcomes not paperwork – and that quality must remain paramount, others have commented that it risks becoming “precious” over this issue.  This links to the specific discussion on the needs of small firms (see below).  

5.38 In structural terms, there are concerns on the part of some Regional Quality Centres (RQCs) regarding whether or not they gain sufficient value from the licence, although they are in agreement over the inherent value of the Standard.

Small firm and sector specific issues

5.39 Concerns about brand management, and tensions between maintaining quality whilst meeting business needs, were particularly raised in relation to small firms from at least one major part of the UK delivery network with a significant proportion of small firms.

5.40 We have already commented on the probability that the targets for small organisation recognitions will be achieved by December 2002.   Whilst this would demonstrate considerable progress, IiP recognised and committed small organisations will only represent 2% of the total SME market.

5.41 This relatively low level of market penetration led some interviewees to argue for a different approach to engage SMEs in IiP activity.  We note in this context the creation of the Small Business Task Force, which many have welcomed as a positive step – albeit one that might have been taken earlier.

Delivery network

5.42 There is no doubt that the establishment of the new delivery network in England from April 2001 has been distracting and created uncertainty for many involved in delivering IiP.  This has resulted in a loss of momentum for IiP. Whilst not wishing to underplay the disruption that re-organisation has brought, some of our interviewees had expected to see IiP UK being more pro-active, thereby helping to position itself in the new policy climate and with the new network. Certainly, many in the delivery network have looked to IiP UK for that lead and have been critical of its absence.  

5.43 Many have commented to us that IiP UK were slow to engage with the design of, and with issues flowing from, the new delivery structures. Essentially, this is about developing strong and productive relationships with key strategic partners. Many commentators still feel that IiP UK has yet to find its place in the new arrangements and has therefore not been well placed to lead the debate across the network. 

5.44 Although accepting that the new arrangements are more complicated, many respondents consider that within the workforce development agenda, the Standard can play a powerful role in nurturing the demand for both business and individual development. In this regard, they consider that IiP UK could do more to develop a productive engagement with other key players (for example, the LSC) who recognise the potential and strength of the Standard, but who do not believe that the IiP route is the only way forward.  

5.45 IiP UK respond that they have undertaken many actions designed to help manage this transition, including working closely with colleagues in the Department (acting initially in the stead of the LSC) to try to clarify the position of Investors in People within the new structures, agreeing a 20 point action plan with the LSC, secondment of a member of staff into the LSC to act as a link, and agreement of a Memorandum of Understanding with key partners.   They believe this has resulted in some success, and question whether the issue is over visibility of their actions rather than the actions themselves.  While there is undoubtedly some truth in this, we nonetheless believe that there would have been value in the company taking a more proactive strategic lead during this difficult period.

5.46 We also wish to comment on the apparent lack of coherence in the various funding regimes as they impact on client organisations. 

5.47 This is not unique to IiP, given the acknowledged need for substantial rationalisation of business support initiatives, but it is notable that the different applications of funding support and charges have given rise to distinct anomalies. In some areas, for example, large businesses are receiving greater subsidies than small businesses for their work towards the Standard. Assessment charges also seem to be a disincentive for small businesses to commit to it.

5.48 It would seem important to introduce not only coherence to the detail of these arrangements but also a fundamental re-alignment of how Government funding can best be deployed to promote further business development through IiP.  The context for this is well recognised by the Secretary of State who, when speaking at the 10th Anniversary of IiP last year, noted that the UK economy would be given a £10 billion boost if productivity increased by 0.1 % a year for the next decade.

5.49 Given the lack of a coherent guiding architecture to IiP funding arrangements, we believe that it would be wise to review decisions on pricing and charging as part of establishing a coherent and welcoming structure for business with minimum barriers or disincentives.

6. Options appraisal

6.1 In the light of our review of key findings and IiP UK’s performance, in this section we present our appraisal of the range of options for the future delivery of IiP UK’s current functions.  

6.2 Cabinet Office guidance requires that a range of options is considered as part of the Quinquennial Review process.  These are:

· Abolition;

· Privatisation;

· Strategic contracting out (with market testing if appropriate);

· Merger/rationalisation;

· Continued NDPB status.

6.3 As part of this review, we have also considered whether:

· It is appropriate to transfer some or all of the functions of IiP UK to central Government;

· A scaling back of, or increase in, the role is appropriate;

· It is appropriate to devolve any of IiP UK’s current functions to a more local level.

6.4 The logical order for our appraisal of the options is to consider the various alternatives in the following order:

· Abolition;

· Privatisation;

· Strategic contracting out and market testing;

· Changes to the role – this includes consideration of part privatisation (with market testing) and devolution of certain activities.

6.5 At this stage we draw our interim conclusions before considering the remaining options – ie. :

· Devolution;

· Merger/rationalisation;

· Transfer to central Government;

· Continued NDPB status.

Abolition

6.6 It is good practice to consider this option at an early stage in the review process in order that greater focus can be brought to the remaining options (if abolition is rejected) or that other options need not be considered (if abolition is deemed to be appropriate).

6.7 Our starting point is that the Standard remains a key plank in the delivery of the Government’s workforce and business development policy objectives.  There have been numerous pronouncements to this effect from Ministers recently, most notably surrounding last year’s tenth anniversary celebrations for the Standard but also subsequent to this, that have been supportive of the Standard.  We found nothing during the course of our fieldwork that would lead us to question the continued relevance and importance of the Standard (although some interviewees questioned whether government emphasis remains quite as strong now as it was at the policy’s inception).

6.8 This is a vital first step in our options appraisal – clearly if the Standard is no longer important then the abolition of the role currently played by IiP UK in the process would follow on from this almost as a matter of course.  Given that the Standard continues to be important to the delivery of Government policy objectives, the key questions are:  

· “What elements of the role currently performed by IiP UK in the process are still needed?”

and, if there is still a role to be performed:

· “Does the role still need to be played by IiP UK?”

6.9 In relation to the first question, in the preceding section of this report we have already identified aspects of the current role of IiP UK that will certainly continue to be required in future – to summarise, these relate to:  assuring quality, protecting the integrity of the Standard, promoting the Standard, providing information about it, working with key partners to deliver IiP in the UK and developing the Standard to ensure its continued relevance to the workplace. 

6.10 We consider the second question – whether IiP UK should still be involved in the process – in the following sub-sections.

Privatisation

6.11 Whilst elements of the service currently provided by IiP UK may need to be provided, it need not necessarily fall to the public sector to do this – the private sector could be invited to take over the role.  In the case of IiP UK this option, if accepted, implies withdrawal of existing public funding and a change of status of the service provider from an NDPB to a private sector organisation.

6.12 We consider that wholesale privatisation of the role is unlikely to be viable.  This is because it seems clear that there is market failure in relation to workforce/business development tools in at least two key respects.  Firstly, the fact that the Standard had to be developed by the public sector suggests that there was – and as far as we are aware is
 – nothing similar that is provided by the private sector.   

6.13 Secondly the take-up of the Standard has only been achieved alongside widespread support by the Government for both IiP UK and the delivery infrastructure
.  Support of this type is likely to continue to be required in future – particularly given the need to increase penetration in the SME market; if Government stops providing this support, it is hard to see who else will step in.

6.14 Given these circumstances, privatisation seems unlikely to be a realistic possibility.

6.15 At a more detailed level, there is a host of reasons why wholesale privatisation is not, in our view desirable.

6.16 Firstly, for as long as workforce development is an important policy objective for Government it would, in our view, be folly for it to give up influence over something as important to workforce development as IiP to the vagaries of the market.  In particular the risks are that in the private sector the Standard would either:

· Be taken in directions that Government might not necessarily welcome in order to make it pay;

· Not be sufficiently profitable to make it pay, resulting in those delivering it pulling out of the market (Government would then be faced with having to rebuild public capacity to deliver the service).

6.17 Secondly, we consider that the private sector is unlikely to be interested in pursuing what most observers now regard as being the key challenge for IiP UK and the Standard – ie. “cracking the SME market” – and more interested in making money (eg through reassessment and additional modules) from the larger employers already recognised as Investors.  Privatising the role would make it extremely difficult for Government to influence the deliverer’s behaviour in directions considered desirable for wider policy purposes.

6.18 Privatising the role at this time would also send an unhelpful signal to the market regarding the priority that Government attach to the Standard – ie. relatively low and something that it was willing to leave to/put at risk in the market.  It also runs the risk of IiP being treated with scepticism by the market (“just another consultancy product”) with less chance that it will be taken up, particularly by the crucial SME end of the market, as a result.

6.19 Conversely, keeping the role in the public sector should enable the organisation delivering it (and the Standard) to operate without commercial considerations coming into play, thereby helping to:  guarantee the Standard’s integrity; ensure continued objectivity among those charged with developing and delivering it and maintain its attractiveness to the market as a valued business and workforce development tool.

6.20 Our assessment is that there is a role to be done and that it is not capable of being done without Government support.  Whilst this precludes wholesale privatisation, it does not preclude the privatisation of elements of the role and/or the Government contracting out (either directly or via market testing), or otherwise devolving elsewhere, all, or elements of, the role.  We consider these options in the following paragraphs.

Strategic contracting out and market testing

6.21 This option, if pursued, would require a competition between external bidders to be run for work that has been delivered “in-house” to date.  The assumption is that, for the reasons outlined above, the continued financial support of Government is required – hence this is contracting out (with payment from the Government to the contractor for the service(s) that are included in the contract) and not privatisation (where payment is made by the consumer to the service provider and Government is not involved).

6.22 On initial inspection it does indeed seem likely that there would be a reasonable market of organisations with the competences to deliver the role (or elements of it).  In addition it is possible that some gains in efficiency might be possible through such a route, although of course fuller testing would be needed to establish this.  

6.23 Contracting out does, however, have a number of significant drawbacks.  In particular:

· The widespread sense of ownership of/support for the Standard (across all administrations, across all political parties, from both employers and their representative bodies and employees and trade unions etc), which is presently a huge asset for the Standard, is likely to be jeopardised;

· The arm’s length relationship from government, which encourages some helpful independence of thought on IiP UK’s part and has allowed for the Standard to develop/evolve over time, is also likely to be lost in the tighter contractor-deliverer relationship that strategic contracting out requires;

· Allied to this, the ownership of IiP UK by a range of stakeholders, constituted through a Board of representative interests, would be lost.  In its place would be civil servants acting directly for Ministers as the purchasers of the service, and, at the contractor’s end, shareholders, a Board of Directors or a Partnership etc, concerned with a wider portfolio of activities and with other drivers for making decisions;

· Presentationally the position might appear odd – for example because the organisation with responsibility for key aspects of IiP would, in all probability, be from the private sector and known for doing other things that are quite different from their IiP remit;

· The size and nature of the task (i.e. fairly small and politically sensitive) is unlikely to appeal to the private sector.

6.24 A number of the comments made in relation to privatisation are also likely to apply here.  For example commercial considerations are likely to come into play; there is also a risk of strategic over-dependence that could cause difficulties for the Government if the contractor decided to pull out but IiP was still considered to be an important tool for policy purposes, necessitating the recreation of some form of public delivery capability.

6.25 We are therefore not attracted to the option of contracting out the role currently fulfilled by IiP UK.

6.26 Market testing is a precursor to possible contracting out, the principal difference being that an in-house team can compete against any external bidders.  Because we are ruling out the option of strategic contracting out, there is no point in market testing.

Changes to the role

Scaling back

6.27 For reasons developed in the preceding sections of this report, we consider that the current IiP UK role should become more tightly focused on the core functions (ie. assuring quality, protecting the integrity of the Standard, promoting the Standard, providing information on the Standard, developing relationships with key partners and developing the Standard to ensure its continued relevance to the workplace).  

6.28 We consider that two functions that are currently performed by IiP UK but which we, and many others, consider are peripheral to the core role should be hived off as follows:

· International activity – licensed to an external organisation;

· The National Centre's advice and assessment role – devolved to Regional Quality Centres (RQCs) and the LSC.

6.29 The effect of this is to remove from the role any activity that could be perceived as involving the organisation in delivery of the Standard.  There appears to us (and many others) to be a fundamental difficulty with an organisation that is charged with quality assurance and the maintenance of integrity on the one hand being involved with aspects of delivery on the other.  This concern applies to both international work and, in particular, to the National Centre.

6.30 Also, in relation to the international work, whilst it is generally accepted that this is a moneymaking activity for IiP UK, it is also widely considered to be distracting from its main “mission” – ie. development of the UK workforce and UK-based businesses.  Licensing another organisation to undertake this activity offers the opportunity for continued revenue generation from international activities with minimum disruption to the main mission.

6.31 We see no reason why the current IiP UK international team, removed from IiP UK, should not be encouraged to compete against external bidders for the international franchise, either by mounting an in-house bid or by bidding in partnership with an external organisation.

6.32 Equally, once the franchise has been awarded, we see no reason why the organisation charged with delivering the remaining dimensions to the role should not play a very strictly limited, “oiling the wheels”, role in supporting the licensee in developing the overseas market where appropriate.  

6.33 In relation to the National Centre, our understanding is that territorial disputes between it and the RQCs have recently been resolved by the National Centre agreeing to focus on international work and its existing national employer client base and not to seek out new business.  We consider that there is little point in allowing a “rump” National Centre to continue to operate in this way, particularly when we are recommending that the international role is licensed off anyway.  Under the circumstances it makes sense for the National Centre to be wound up and work with national employers to be devolved to the RQCs (for assessment) and the LSC (for advice).  

6.34 There may be a continuing need for a central co-ordination role to be played in relation to practitioner support for and assessment of national employers; we envisage this being a small operation, working on a national basis in much the same way that the former West Midlands Assessment Centre operated for the West Midlands TECs (excluding Birmingham).

Expansion

6.35 During the course of our fieldwork, much discussion centred on current difficulties with the front end of the IiP process – ie. attracting employers (in particular SMEs) to make an initial commitment to the Standard – and the need for IiP UK to take more direct control of this.

6.36 Whilst we can certainly see a case for more centralised input into/control over the front end of the process, we are concerned that the current arrangements have not yet had a chance properly to bed down.  There is also a range of alternative ways into the SME market, short of a direct intervention (eg by a direct marketing operation), for example through organisations such as the BCC, which are worthy of further exploration.

6.37 At this stage we suggest that the need for direct intervention is kept under review whilst existing arrangements are given more time to prove themselves and the opportunities afforded by alternative channels are explored.

Interim conclusion

6.38 To summarise the discussion so far, we consider that:

· There is no case for abolition – the Standard continues to be valued by Government and the consumer as an instrument for the delivery of workforce and business development.

(hence)

· There is a continuing need for an organisation to deliver at least some of the functions that are currently delivered by IiP UK;

· Privatisation is not a realistic option in this case;

· Strategic contracting out (and hence market testing) is also not a realistic option in this case;

· There is a need to scale back the functions currently delivered by IiP UK; in particular its international work should be licensed to an external organisation and the work of the National Centre should be devolved to RQCs (assessment) and the LSC (advice).

6.39 There remains a substantial role to be done.  In terms of the range of tasks currently undertaken by IiP UK, (in no particular order of priority) this embraces:

· Protecting the integrity of the Standard, for example through clear guidelines and protocols with brand users;

· Reviewing and developing the Standard, including promoting or procuring research on the business benefits of the Standard and disseminating the results, and working with others to secure maximum synergy between IiP and other quality standards and indicators;

· Ensuring and monitoring the quality of the Standard, development of skills and best practice within the delivery network and providing leadership in the arena of IiP quality (this includes licensing the RQCs and the international licensee);

· Promoting the Standard (publications, providing updates for partners and customers, on-line activities, conferences, advertising, and PR and media strategy), attuning this work appropriately to the different priorities of the different parts of the UK;

· Providing an information service to the public, the network, and key strategic partners (maintaining a website, responding to enquiries and to requests for information, managing the national brand, supporting external ambassadors);

· Contributing to the growth in the number of organisations achieving the Standard by establishing and maintaining effective working relationships with the delivery network (LSC, Business Links, practitioners, Quality Centres);
· Providing the central services necessary to support those undertaking the roles identified in the preceding bullets (ie. Finance, HR, Business Planning, securing an accurate and responsive database etc).
6.40 Having already discounted a number of the alternative ways in which this role might be delivered in the preceding paragraphs of this section, in broad terms this role could be delivered in one of four ways – ie. by:

· Devolution;

· Merger/rationalisation;

· Transfer to central Government;

· Continued NDPB status.

6.41 In the remaining paragraphs of this section we consider each of these alternatives.  The following section of our report outlines our recommended way forward; if accepted, working up the detail of this approach will form Phase 2 of the project.

Devolution

6.42 In this context, devolution could mean the establishment of entirely separate bodies for undertaking the remaining role identified above for each of England, Scotland, Wales and Northern Ireland.  Alternatively the role could be devolved to, and collectively delivered by, the RQCs.

6.43 With regard to the first of these options, establishing four separate national bodies, we found no support for this during the course of fieldwork and, prima facie, this would argue against it.  We also doubt whether:

· Better decisions in relation to assuring quality, protecting the integrity of the Standard, promoting the Standard and developing the Standard to ensure its continued relevance to the workplace (ie. key dimensions to the continuing role) are likely to result if this task is undertaken by four organisations – in fact quite the reverse, with the concept of IiP as a national Standard being severely compromised;

· Local tailoring is important – in fact quite the reverse, the fact that IiP is a national Standard is key;

· Capacity currently exists at a local level to take on the role – it would have to be created and would result in unnecessary duplication of tasks (and costs) by each of the four Home countries (this relates to the core activities, and not, for example, the need for locally tailored marketing).

6.44 Whilst more local/regional accountability and responsiveness were considered to be important by a number of our interviewees, we consider that there are other ways of achieving this (developed in the following section of this report) short of devolution that will not jeopardise the fact that IiP is, and must remain, a UK Standard for workforce and business development.

6.45 With regard to RQCs acting collectively to deliver the IiP UK role, we are not persuaded that there is a sufficient community of RQC interests to make this option viable without the establishment of some form of over-arching body – in effect this would amount to IiP UK by another name.  

6.46 We also have concerns regarding how delivery would be properly separated from quality assurance and standard development in particular; there appears to us to be a real risk that the integrity of the Standard might be jeopardised under this model.

6.47 We therefore do not consider either approach to devolution to be a viable or desirable option for the IiP UK role as a whole
. 

Merger/rationalisation

6.48 We are required to give consideration to the scope for merger or rationalisation with other areas of Government providing similar or complementary services.  In our fieldwork we considered three main alternatives:

· Merger/rationalisation with another standard;

· Merger/rationalisation with another organisation delivering an assessment/certification service;

· Merger/rationalisation with another agency/NDPB.

Merger/rationalisation with another standard

6.49 There is a range of other standards or models for improvement that operate in similar territory to IiP – in particular:

· ISO 9000:2000 – which provides a framework for a management system with a particular emphasis on processes, customer satisfaction and continuous improvement.  Organisations apply for ISO accreditation, are externally assessed and, when they are judged to comply with the standard, accredited.  Retention of the standard requires two client visits a year from an external organisation to assess the maintenance of the system;

· Charter Mark – is a quality improvement tool focused on excellence in customer service in the public sector.  Organisations apply by measuring themselves against the Charter Mark criteria; the application is independently assessed and a panel awards the Mark on the basis of the assessor’s recommendation.  The award is granted for three years after which organisations reapply if they wish to continue their registration;

· The Excellence Model – provides a framework for organisational improvement.  An organisation uses the Excellence Model to self-assess what they do and achieve and formulate improvement plans on the basis of this assessment.  Unless the organisation wishes to apply for an EFQM award, there is no external review of the assessment – its value to the organisation therefore depends upon how robust the self-assessment process is.

6.50 There are clearly areas of overlap with the Standard and, other things being equal, this would argue in favour of a merger.  However:

· The lack of regular assessment would, in our view, preclude merging IiP into the Excellence Model;

· Charter Mark focuses on a different area to the Standard (customer service versus business and workforce development) and is specifically public sector-focused, factors that we consider argue against merger with IiP;

· The scale and different focus of ISO in comparison to the Standard would, in our view, result in the unique people-focus of IiP being lost.  Given the importance attached to IiP by Government this would, in our opinion, be a detrimental step.

6.51 Where they exist, overlaps between standards/models for improvement were not identified as a major issue.  On the contrary, many of our interviewees valued the different focus of the different standards/models.  The general view of our interviewees was that it is appropriate that the various standards/models retain their separate and independent status.

6.52 More fundamentally, apart from the Charter Mark (which, as we have already noted, has a different focus to IiP – customer service rather than workforce and business development), Government would appear to have little influence over the other standards/models available.  It is difficult to see how a merger of standards could be engineered under these circumstances.

Merger/rationalisation with another organisation delivering assessment/certification services

6.53 If merging of standards is difficult, it might be possible to deliver the Standard using the infrastructure of a specialist organisation that already delivers assessment/certification services.

6.54 In effect this would be similar to what we understand to be the Australian model for IiP delivery – ie. one (or more) organisation(s)
 whose business is to deliver assessment and certification services assumes responsibility for the whole IiP delivery process, from initial marketing and securing employer commitment all the way through to assessment.  Potentially this would leave a “rump” IiP UK to do work on Standards development, quality assurance and maintaining the integrity of the Standard – although elements of this work could be performed elsewhere.

6.55 There are attractions to this model – in particular for the end customer who could enjoy a more rationalised/seamless advisory and assessment service covering a range of standards at a presumably lower overall cost
.

6.56 If the market was opened up to more than one supplier, customers would be able to choose from a number of accredited suppliers of assessment and certification services.  The “dynamics of the market” would come into play, with those service providers with the most attractive proposition thriving and purchasers benefiting from choice, competition and potentially reductions in the costs of becoming recognised.

6.57 There are however practical difficulties in introducing this model currently.  For example IiP UK has issued licences to RQCs in Wales, Scotland and Northern Ireland that would, we presume, need to be rescinded (with compensation paid) if delivery was to be handed over lock, stock and barrel (or even partially) to assessment and certification organisation(s).  Also the LSC has responsibility for contracting out the initial advice-related work; it seems likely that this would need to be passed from it and its local and SBS delivery network to the assessment/certification organisation(s).  Whilst we have not sought formal legal opinion, it is possible that TUPE would apply in both cases.

6.58 We also have concerns that, given the relative size of IiP compared to likely “host” assessment/certification organisations, in practice merger is likely to amount to a takeover and, as such, effective privatisation.  Many of the concerns we raised in relation to privatisation therefore also apply here.

6.59 On balance we are therefore not attracted to the option of merger with another standards organisation at this stage, although the issue of whether it would be possible to free up the advice and assessment market such that more (we presume UKAS-accredited) players are allowed to offer IiP advice and, particularly, assessment services is worth further exploration in phase 2.

Merger/rationalisation with another agency/NDPB

6.60 During the course of our work three main merger/rationalisation options were identified:

· The LSC;

· The SSDA;

· UK Skills.
6.61 There are a number of arguments in favour of merger with the LSC.  In particular this would:

· Help to get LSC fully engaged in IiP;

· Help to join IiP up with the wider workforce development agenda;

· Resolve at a stroke the apparent tensions between IiPUK and the LSC that we observed during the course of our fieldwork.

6.62 It would however:

· Create a risk that IiP suffers through neglect – the LSC has a very wide range of responsibilities within which IiP is likely to be very small beer for the LSC and as such not properly “championed”;

· Provide what we imagine would be (from the LSC’s perspective) an unwelcome close association with one approach to workforce development – the LSC seems keen to view IiP as “one of a number of tools” (rather than “the tool”) for workforce development;

· Reduce apparent employer ownership of the Standard, hence resulting in a loss of credibility for the Standard with employers, and, as a result, probably make employers less willing to contribute to IiP – our view is that, although both IiP UK and the LSC are NDPBs, the LSC is seen as being closer to Government than is the case with IiP UK and that moving it closer to Government would damage its credibility;

· Put responsibility for delivery and the quality assurance role together when they should be separated – it is possible to construct ways around this for elements of the service (eg RQCs could report to DfES and be subject to regular inspections), however this seems to introduce an unhelpful layer of complexity and additional bureaucracy into the process;

· Place IiP more firmly in the DfES camp than is currently the case with a resultant reduction in IiP’s role in business – as opposed to people – development.

6.63 More fundamentally there are likely to be practical difficulties in merging an organisation with a UK-wide remit/focus (IiP UK) into one with a remit that covers England only (the LSC).  As we have already suggested, there currently seem to be some tensions regarding the devolved administrations’ influence over IiP; our expectation is that merging IiP UK with the LSC would only serve to exacerbate them.  

6.64 For a variety of reasons, we are therefore not attracted to the option of merging IiP UK with the LSC – nor, on the basis of our discussions, do we believe that this is something that the LSC would welcome, in itself an argument against change.

6.65 Merging IiP UK with the SSDA would avoid a number of the issues highlighted above – unlike the LSC the SSDA will, for example, have a UK-wide remit with support from all four administrations and a dual skills development and business productivity focus.  Tensions around delivery and the quality assurance role, which would exist with the LSC, are unlikely to be present with the SSDA because it will have no delivery capability.

6.66 However, certain of the disadvantages mentioned in relation to merger with the LSC also seem likely to apply here (eg the apparent loss of employer ownership and risk to employer involvement).  Also, whilst we recognise that SSCs are a different “animal”, we understand that attempts to use the NTO network to support the delivery of IiP have proved less fruitful than it was hoped they might be.

6.67 Most importantly, the SSDA exists only in embryonic form and has therefore yet to establish itself as part of the supporting infrastructure.  Whilst merger with the SSDA remains an option for the future that we consider should be kept under review, we therefore do not consider that it is a viable outcome from the current study.

6.68 Finally, merging IiP UK with UK Skills would also avoid a number of issues identified in relation to other merger options.  In particular:

· UK Skills has a UK-wide role;

· UK Skills is of a similar size to IiP UK – the risks of one organisation swamping the other are therefore much reduced;

· UK Skills has a focus that embraces that of IiP UK, although we note that UK Skills is about identifying and recognising excellence in relation to workforce development whereas IiP (and therefore IiP UK) is a tool to support organisations in improving workforce/business development practice;

· It already works with IiP UK in some areas – in particular the Investors awards are now part of the National Training Awards and closer working, which a merger would force, would be helpful;

· It is very much concerned with developing an evidence base for the impact that investment in skills has on productivity – this would be beneficial for IiP;

· From DfES’ perspective there would be a need to link only with one body rather than two;

· The combined body would be larger and therefore might have greater influence over some key players.

6.69 However, against that:

· UK Skills is a charity rather than a NDPB
 – as such it is less susceptible to Government influence (ie. its trustees might decline the opportunity to merge with IiP UK and/or develop the Standard in directions that might not be wholly consistent with the Government’s agenda);

· UK Skills might (as was the case with the LSC) view being closely associated with one particular workforce and business development tool as unhelpful to its wider role;

· UK Skills might (related to the preceding point) be unwilling to champion the Standard to the extent required if the SME market is to be penetrated by it; and if it did, would have a wide span of management control to cope with;

· It is in a state of transition itself – its own role is in the process of expanding/developing and incorporating IiP UK at this stage might be regarded as an unwelcome distraction;

· A merger might create a perception that IiP was being downgraded;

· There is a risk that UK Skills could lose its focus – which would be damaging to the DfES agenda as well as to UK Skills and IiP;

· Related to that, there would be the loss of a specific champion for IiP;

· The transition risks being disruptive and demoralising for staff within IiP UK, again risking loss of momentum at a key point in time.

6.70 On balance, whilst we believe that there are benefits to be had from developing a closer working relationship, we do not consider that merger with UK Skills represents an appropriate way forward for IiP UK at this stage.  The arguments in favour of change are not compelling, particularly when measured against the disruption that change would inevitably bring.

Transfer to central Government

6.71 Whilst obliged to consider the option, we found no enthusiasm (including within Government) for transferring IiP UK to central Government, whether in whole or part.  In particular:

· It is generally accepted that it is important that the Standard is not within Government if it is to retain credibility with employers
;

· It is not clear which Department would make the best “home” for the Standard – if it were DTI, it might be argued that the workforce development agenda would suffer; if it were DfES, it might be argued that the business improvement dimension to IiP would suffer;

· It is not clear how the devolved administrations would relate to IiP under this arrangement;

· There is no obvious need for greater Ministerial control over IiP UK;

· There are no functions that relate so closely to central Government that there is duplication and therefore a presumption in favour of transfer;

· Whilst there have been some difficulties, the current arrangements appear to have worked well in many respects, in particular with regard to take up and to the updating of the Standard, and to have therefore helped to ensure its continued relevance to the market – we are not sure that an IiP UK that was more formally part of Government would have achieved this.

6.72 We are therefore not attracted to the option of transferring some or all of IiP UK’s functions to central Government.

Continued NDPB status

6.73 NDPB status is the remaining option to consider, and we have looked carefully at the relative merits and demerits of NDPB and non-NDPB status as against other vehicles for delivering core IiP functions through a stand-alone organisation.  Although there are many different ways in which an organisation could exist as a non-statutory body (e.g. a company limited by guarantee, a charity etc), some of which can be combined, for the purposes of simplicity we make our main comparison with the status of charitable body, established under the Charities Act through registration with the Charities Commission.  In the table below we examine the features of a charity as against an NDPB and compare these to IiP UK requirements. 

	Operational aspect
	Description of NDPB features
	Description of charitable features (without NDPB status)
	IiP UK requirements

	Ministerial ownership of the Standard
	Though an NDPB, Ministers can retain ownership, but at arm’s length
	Ministers have no direct ownership of a charity.  Specific work can be commissioned through grant in aid.
	It is important that Ministers continue to own the standard, but at arm’s length.  This could be achieved through licensing a charity, but government might then need to have closer control and have greater in-house capacity for development.  

This implies NDPB status is most appropriate.

	Financial control
	DfES pays grant to the body (and can pay grant-in-aid for additional work) and is ultimately responsible for the organisation’s finances 
	Trustees are responsible for overall finances, and report to the Charity Commission.

Government can fund grant-in-aid for specific pieces of work.  
	Following  the discussion above, retaining funding responsibility for the whole body, but then giving it freedom and flexibility (i.e. an NDPB)  meets the needs of IiP better than would the purchase of IiP as a specific service from a charity.

	Statutory basis
	Set up under statute allowing various legal powers to be given. 

May be seen to signal a level of commitment and public ownership.
	Non-statutory in itself, although set up under the Charities Act, requiring registration with the Charities Commission.  Not publicly owned.
	IiP UK does not require legal powers for any of its functions.  However, being an NDPB may give additional indication of status and of government support.  This supports NDPB status.

	Governance
	Secretary of State (in this case for E&S) has power to decide governance arrangements, membership etc.  But membership can be from industry.
	Must comply with Charity Commission guidance.  Easy to establish ownership from variety of constituencies.
	Board requires mix of government and private sector ownership.  Government aspect must link to UK governmental arrangements more widely, not just a single department.  This would be simpler to achieve through a charity.

	Administration
	Small organisations can find administrative requirements of NDPB status to be quite burdensome
	Charity Commission financial disclosure requirements can also be complex.
	IiP UK is a small organisation needing sufficient scrutiny to safe-guard public investment, but requiring as little bureaucracy as can safely be imposed.  NDPB status is usually, on balance, more administratively complex  than charitable status, which argues in favour of a charity.

	Operational freedoms and flexibilities
	Arm’s length from Ministers, but may be asked to respond to changing political priorities
	Removed from government: but if reliant on government grant, will be likely to respond to Ministerial requests
	Needs to be seen to be operationally independent of government.  But must not be removed from wider public strategy for business and workforce development.  There is no clear advantage to either status.

	Relationships (with government and industry)
	Many and varied.  Some NDPBs under strong departmental control, others given more autonomy. 
	There are many charities with a close relationship to government (e.g. UK Skills), and of course many that are independent.  
	Needs links to government but to be strongly owned by industry.  No clear advantage to either status.

	Donations from business
	No tax advantage for donating to an NDPB
	Businesses donating to a charity receive a tax advantage
	IiP UK does not currently receive business donations so no advantage to charitable status at present.

	Targets for number of such bodies
	Cabinet Office desire to reduce the number of NDPBs over time
	No government view over desirable number of charities
	Conversion to charity would remove an NDPB from government 


6.74 Conclusions:

· There are no desirable features for IiP UK for which either NDPB or charitable status is unacceptable.  So neither can be ruled out;

· There are advantages in NDPB status in three areas: 

· Ownership of the Standard, but at arm’s length.  This is key;

· Financial control of the body, allowing ministers to devolve ownership of the standard to it; 

· Establishing a statutory basis (signalling commitment);

· There are advantages in charitable status (without NDPB status) in three areas: 

· Flexibility over governance, offering ease of plural ownership;

· A likelihood of slightly simpler administration;

· The Cabinet Office desire to reduce the number of NDPBs;

· There are three areas in which NDPB and charitable (without NDPB) status are equally acceptable: operational freedoms and flexibilities, relationships and donations from business (the last deemed equal because it is currently not applicable).

6.75 A number of more general observations about NDPB status are also relevant:

· (As outlined in preceding sections) IiP UK has, with its delivery network, achieved considerable success in terms of take up of the Standard and thereby made a significant contribution to workforce development in the UK;

· Perceptions - the current organisational form is widely perceived to ensure IiP UK is “neither public nor private sector”, and that it can access and demand support from the government without being seen as managed by it;

· (Whilst accepting that this need not be the case at the next Quinquennial Review) there was almost unanimous support from our interviewees for continued NDPB status as the best outcome at the present time – its current status does not represent a major cause of concern for the vast majority of those interviewed;

· Given the degree of change that the sector in general, and IiP UK’s delivery infrastructure in particular, has experienced recently, some stability in relation to IiP would seem to be helpful.

6.76 On balance, we consider the arguments about Ministerial arm’s length ownership, and the vote of government confidence given by IiP UK’s statutory basis, to be decisive factors at this stage in the Standard’s life.  We therefore recommend continued NDPB status.

6.77 Establishing this reinforces us in our view that merger with UK Skills, which in itself we saw as a finely balanced decision, can be ruled out, as it would require removal of NDPB status (unless UK Skills were to be converted to an NDPB, a move which neither UK Skills nor government would support).

6.78 In recommending continued NDPB status we make the following further observations:

· The disadvantages should be considered and where possible addressed, including streamlining administrative requirements where possible (e.g. through a 3 year grant system), establishing ownership by more than one Department (through agreements over funding, a management statement explaining the key stakeholders, and a collectively agreed remit letter);

· It is possible to be a charity as well as an NDPB, and we see this as an issue for exploration in phase 2.  However, this is simply an issue of organisational form/status and does not affect the role, somewhat more sharply focused compared to the current position, that we recommend IiP UK plays in future;

· NDPB status seems to us to remain appropriate until such time as ministers do not need to control the standard.  At that point, other arrangements, especially charitable status, could be considered.  However, we do not see this being the case in the short to medium term.


7. Recommendations

7.1 In this section we summarise our recommendations for IiP UK under the following headings:

· Organisational status;

· The core activities to be undertaken;

· Removing commercial activities;

· The remit letter;

· Considerations about IiP UK for Phase 2 of the review;

· Comments on delivery arrangements and subsidies.  

7.2 We conclude by summarising the action points emerging from this review.

Organisational status

7.3 There is a continued need for UK-wide responsibility for a number of core functions to remain within a single body, in order to ensure consistency, quality and clarity of leadership.

7.4 However, there is a need for greater ownership of decisions relating to both the composition and discharging of these functions by:

· All four Parliaments/Assemblies and related administrations;

· The DTI as well as the DfES.  

7.5 In terms of the UK-wide remit, we note that some bodies set up since devolution have ensured constitutionally that there is ownership by all four Parliaments/ devolved assemblies – the Sector Skills Development Agency is an example.  This is not currently the case for IiP UK.

7.6 If all four territories are able to agree to it, agreements over Board and Executive level operation can be put in place to achieve wider ownership without having to resort to formal closure and re-forming under new constitutional arrangements.  This would be our preferred way forward.  Clearly both the decision, and development of new arrangements, requires input from the relevant administrative bodies.

7.7 In terms of ensuring equal input from the business development as well as workforce development government interests, appointment to the Board of a DTI nominee might satisfy this requirement.  Pending any further policy developments from the Cabinet Office’s Workforce Development Strategy, this would seem to represent the best way forward at this stage.

7.8 Paying for the agreed core UK-wide functions should be the collective responsibility of the four Parliaments/assemblies and devolved administrations, although there should be agreement to channel this through a single lead sponsor body for grant payment and monitoring purposes. 

7.9 IiP UK should retain its current NDPB status but the possibility of charitable status in addition should be considered as part of Phase 2.

7.10 The transfer of core IiP UK functions to the SSDA is an option that should be discounted for now, but reviewed at a later stage as the new arrangements bed down.

The core activities to be undertaken

7.11 There are two principles governing our recommendations below, which are that:

· The incentives that drive IiP UK’s activities and strategies must be aligned as far as possible with the interests of UK plc as regards IiP;

· There should be clarity of role and common purpose between IiP UK and the delivery network. 

7.12 As a starting point to achieve these principles, there should be greater clarity over the core purposes and activities of IiP UK.  We have detailed what we consider these to be in the preceding section of this report, however there is no harm in re-stating them here:

· Protecting the integrity of the Standard, for example through clear guidelines and protocols with brand users;

· Reviewing and developing the Standard, including promoting or procuring research on the business benefits of the Standard and disseminating the results, and working with others to secure maximum synergy between IiP and other quality standards and indicators;

· Ensuring and monitoring the quality of the Standard, development of skills and best practice within the delivery network and providing leadership in the arena of IiP quality (this includes licensing the RQCs and the international licensee);

· Promoting the Standard (publications, providing updates for partners and customers, on-line activities, conferences, advertising, and PR and media strategy), attuning this work appropriately to the different priorities of the different parts of the UK;

· Providing an information service to the public, the network, and key strategic partners (maintaining a website, responding to enquiries and to requests for information, managing the national brand, supporting external ambassadors);

· Contributing to the growth in the number of organisations achieving the Standard by establishing and maintaining effective working relationships with the delivery network (Learning and Skills Council, Business Links, practitioners, Quality Centres);
· Providing the central services necessary to support those undertaking the roles identified in the preceding bullets (ie. Finance, HR, Business Planning, securing an accurate and responsive database etc).

7.13 It follows from this that IiP UK’s current international work should cease to be an activity of IiP UK, but should be undertaken under licence to IiP UK by the private sector.  If appropriate, the current international development team might wish to compete through market testing to establish the route to achieve this that offers greatest value-for-money.  The details of the licensing arrangement will no doubt need to be different from those for assessment centres, and these should be developed as part of Phase 2 of this review.  For example, consideration will need to be given to provision of advice, and to the appropriate lead for multinational firms with a UK base (see below).

7.14 IiP UK’s National Centre should cease to provide paid for advice and assessment.  Instead, IiP UK should retain a small amount of central sales and marketing support capacity, sufficient to: 

· Link to IiP UK’s marketing strategies to nurture interest from potential new major organisations;

· Handle enquiries from UK-wide and multi-sited firms;

· Provide a seemless handover to an appropriate provider of advice or assessment.

7.15 It will be a matter for discussion with the network as to how much of such activity should be undertaken centrally, and how much through the network.  However, we are clear that provision of advice and assessment itself should be handed to the appropriate provider elsewhere in the network.  As a rule, under this new model, we would expect a single provider to take responsibility for support to a national or multi-sited firm – we do not envisage fragmented service from different providers.  This may, of course, include liaising with other regional providers to access their resources when needed – the key is for a single point of responsibility for quality and service for a particular client.  This will ensure employer needs are met, but that the competition over sales that has caused friction with the delivery network will be removed.  Consideration will need to be given to which providers have the relevant experience and capacity to take on national work, and how to ensure customer choice as well as fairness to the different providers (see the discussion on delivery arrangements below).  Consideration also needs to be given to the best arrangements for handling multinational firms with a UK base – i.e. whether the licensed International service or a provider in the UK network should take the lead.

7.16 As this new arrangement risks removing IiP UK from direct experience of provision of advice and assessments, we recommend a programme of secondments both into and out of IiP UK from the network.  As far as possible such secondments should be both regionally and sectorally representative. 

Commercial activities

7.17 In order further to align IiP UK’s activities with what UK plc requires from IiP, and to ensure common purpose between IiP UK and the network, we recommend that the remaining profit-making activities of IiP UK, including selling publications, should be stopped, although it will be necessary in Phase 2 to examine whether there might need to be some limited exceptions to this policy.  

7.18 In general sales are to other publicly funded organisations; the (comparatively small) profit that IiP UK can make on these sales is to some extent “artificial” (because it is derived from re-cycled public money) and risks giving IiP UK the wrong incentives for promoting/ensuring their take-up.  We consider that marketing and advisory materials should be provided free to the network.  IiP UK should be proactive in developing such materials in discussion with partners, making them available to delivery partners, supporting delivery partners in their use, and putting strongly the intellectual case for why partners should be active in promoting the Standard.  Many organisations working through detached delivery networks face similar challenges.

7.19 Our assumption is that budgets that are no longer required by the delivery network for purchasing IiP-related materials will be switched to IiP UK to ensure that it is properly and directly funded to produce these materials.

7.20 In terms of other revenue generating activities such as training and conferences, we consider that these should be run on no more than a cost recovery basis so they do not distract from core work.  

7.21 Licence fees should continue to be charged to RQCs, not least because it is right for core activities to be funded, in part, by the ultimate end-beneficiaries of the Standard (ie. organisations gaining the Standard).  There is of course a strong argument that organisations working towards IiP also gain a benefit, but experience has shown that the degree of market failure in this area (as demonstrated by the fact that much is already subsidised) is such that attempting to generate revenue for IiP UK from organisations receiving advice would in general lead to unhelpful re-circulation of public funds.  

7.22 We have set out above our recommendations on some of the main commercial activities.  In Phase 2, these, and other commercial activities, should be examined in detail, case by case, to establish the best way forward between fully-funded, cost recovery and perhaps, in a very few cases, profit-making.

Remit letter

7.23 Once new arrangements have been agreed, a new remit letter should be issued, with agreement by the different UK governmental interests and with agreement between DfES and DTI.   This will clarify roles and responsibilities and therefore help to minimise the risk of differing expectations between those involved emerging.

IiP UK Phase 2 considerations

7.24 The level of resource required by IiP UK to carry out its new functions, and the best balance between retaining internal staff capacity and contracting out support as needed, should be firmly established in Phase 2 of this review.  Once total resource requirements are clear, discussion will be needed over the right balance of funding from Licence fees (including a reasonable fee for the International Licence) and from public funds.

7.25 In addition IiP UK will no doubt wish to engage with the comments about leadership, communication and customer service as part of Phase Two.

Delivery arrangements

7.26 Although our review is focused on IiP UK, we were asked to comment on any issues we noted regarding the delivery arrangements.  These comments relate in particular to arrangements within England.  We are aware that other countries are carrying out their own reviews and will wish to reflect on the comments below in doing so.

7.27 In terms of provision of advice, there are strong arguments for encouraging a mixed economy in which the private sector, as well as SBS, Business Links, local LSCs and in time SSCs (given the need to have distinct approaches for different sectors, and issues of penetration in some sectors) all have roles.  Rather than deciding between these options, we believe the aim should be to encourage plurality.  Although this is in theory possible now, a key issue is how such advice is subsidised – in this respect the current approach has some inconsistencies (not least that, in England, small companies are less likely to access subsidised advice than large ones, a reverse of the overarching policy intention).

7.28 We suggest that this can be achieved if the subsidy mechanism is adjusted such that advice provided by any licensed practitioner can result in a subsidy.  Thought will need to be given to:

· The payment route from central government through to advisor/ organisation.  One option is for LSCs to receive funds from the centre to manage the subsidy operation, providing they are able to subsidise all eligible work, including that done by the private sector.  A review of the potential complexity of this is needed to ensure it is feasible;

· Defining what is meant by “eligible” work (e.g. any limits per employer per year to avoid an open-ended government subsidy).  Clearly one condition is that only licensed practitioner work can be subsidised, which gives a degree of control over this work.  Discussion is needed as to whether other controls will be needed to avoid poor quality work or, at the extreme, abuse of the subsidy, and to limit government financial risk.

7.29 As was described above, there will need to be effective referral mechanisms for national companies approaching IiP UK for advice and assessment, and for effective continuing relationships with existing clients of the National Centre.  The key considerations are:

· Access to advisors and assessors with genuine expertise in national and multi-sited organisations.  It should be feasible to ensure that any advisors not registered already with a RQC are supported in doing so;

· Ensuring a seamless service from enquiry through advice and onto assessment.  Good collaboration, knowledge management and communication between IiP UK and the different advice and assessment services will be required;

· Ensuring fair distribution of any new referrals from the centre to different potential providers of advice.  We believe the arrangements for this will require further discussion by the relevant partners.  It may be that a relatively small number of advice services and assessment services will wish to register their suitability for providing national/ multi-sited advice. 
Action points from this review

7.30 Below we summarise the action needed following this review. We divide this into action to be taken immediately – falling primarily to government – and action for the second phase of the review.

7.31 Actions for government following Phase 1 are:

· The DfES, DTI and the devolved administrations, should agree:

· Which Departments need to have a stake in IiP UK;

· The functions which they wish to own across the UK;

· Future arrangements for ensuring ownership of those functions;

· In principle, how funding support for IiP UK will be split between them;

· The associated remit letter, management statements, financial controls;

· To publish and widely publicise the new remit.

7.32 For the review team, there are a number of issues for consideration that Cabinet Office guidance suggests is common to all  reviews at Phase Two.  The aim is to help put in place a strong framework to enable continuous improvement in performance including consideration of (as adapted from the Cabinet Office guidance on Agency and NDPB reviews):  

1. The business planning framework

2. The suitability of aims, objectives and targets

3. Future freedoms and flexibilities

4. Training and Development

5. Future governance and reporting arrangements

6. Equal opportunities and diversity issues

7. Management control and information systems

8. Reports, accounts and financial regimes

9. Corporate and strategic planning

10. Budgeting and resource planning.

7.33 In addition, there are a number of tasks that are specific to this review, and have emerged as a result of Phase 1, which are:

11. To define the principles according to which IiP UK licenses the international work to a third party organisation (giving due consideration to IPR, maintenance of quality, contracting etc);

12. To define the principles according to which IiP UK devolves the work of the National Centre to the RQCs including consideration of requirements in terms of national sales support linked to the marketing and promotional strategies);

13. To develop and make recommendations on new incentive arrangements for IiP UK such that incentives are in line with the public’s requirements from IiP UK; and to advise on the appropriate quanta of funding from public funds, licences and any other sources (taking account of new staffing levels discussed below);

14. To establish the best arrangements for future funding of the organisation, which we believe will mainly be full funding but with some scope for cost recovery and exceptionally also for profit-making.

15. To consider and make recommendations on the relative advantages of conversion of IiP UK to a charitable NDPB;

16. To define the principles through which a programme of short-term secondments into and out of the delivery network is put in place;

17. To investigate and make recommendations on the staffing requirements to carry out IiP UK’s revised role; and recommend appropriate levels of resource to support this, aiming where possible to reduce the need for staffing but to introduce contracting where appropriate;

18. To investigate further and make recommendations to address the issues raised in regard to IiP UK’s leadership, management (including staff and financial management) and governance;

19. To investigate and make recommendations on a MIS that benefits the whole network and consider the respective roles of IiP UK and LSC in this;

20. To investigate and make recommendations on the issues of communication and customer service identified in Phase 1;

21. To review and advise on appropriate structural, funding and licensing arrangements for advice and assessment in England, taking account of customer needs, other accreditation and assessment models as well as the existing and newly established arrangements.  This should include development of the Phase 1 recommendations that subsidies should be attached to advice in a more rational way.

7.34 Finally, we have recommended that the option of merger with SSDA should be reconsidered in the future. We suggest that this reconsideration should take place once SSDA has been operational for a reasonable period.  The views of IiP UK, SSDA and their sponsors and customers should be sought.  Factors that might then suggest that merger would make sense might include: sectoral penetration remaining a problem for IiP; constitutional UK wide status then being seen as an advantage; SSDA performing well and having the capacity to absorb IiP UK; the view then being taken that the value and identity of the Standard would be unlikely to be diminished by merger.

Conclusion

7.35 Our proposals seek to retain the best features of the current arrangements, including robust guardianship of the Standard’s integrity, an arms-length relationship in which IiP UK is supported, but not dominated, by government, a spirit of innovation and a need to work in partnership with a wide range of partners.

7.36 At the same time they aim to make improvements, so that IiP UK is more clearly driven by the interests of “UK plc” with regards to IiP and not by other commercial considerations, is more explicitly owned by a wider range of stakeholders and is therefore more easily able to work in genuine partnership with relevant organisations, and able to use its tradition of innovation to continue to find ways to keep the Standard relevant, especially to small organisations, to those that are established users and need to be energised and re-engaged, and those in sectors as yet not taking up IiP.

7.37 We believe that implementation of these proposals, and further improvements through Phase 2 of this review, will embed the historical success of IiP and of IiP UK and ensure greater take-up by more sectors of the UK economy for the future. 
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Annex 3: Employer telephone survey

As part of the review we carried out a telephone survey of 20 employers.  A summary of the findings is given below.

Employer Profile

1. Size and location

· Summary of responses based on the size of organisations

· 11 responses from organisations with under 250 employees

· 3 responses from organisations with 250 – 5,000 employees

· 6 responses from organisations with 5,000 plus employees

· Responses from broad cross-section of location; London, Midlands, North, South, Wales, Scotland and Northern Ireland

· Responses from a wide range of industry sectors; Construction, Education, Financial, Leisure, Local Authority, Manufacturing, Media, Public, Retail, Travel, IT

2. Source of support from IiP advice, and IiP status

· Summary or responses based on local or national user and whether committed, recognised or re-recognised:

· 14 responses from organisations who are users of local advice and accreditation

· 6 responses from organisations who are  users of National Centre

· 2 responses were from committed organisations

· 10 responses were from recognised organisations

· 8 responses were from re-recognised organisations

Views on strengths and weaknesses of current arrangements

3a. Key strengths

· Professional and helpful advice, consistency, experienced, flexible, credibility and quick response

· Consistency and rigour in approach and ownership of the standard

· Expertise for development and oversight of the standard

· Well placed to provide advisory and assessment services and ability to work around a large national organisation

· Created autonomy for middle management which has resulted in the staff having more confidence and trust in their managers

· Best use of resources as a national co-ordinating and standard setting and monitoring body

· Committed central assessment team, very credible and quick to respond to problems

· Enabling organisations to focus on their employees and providing an excellent model for assessing the contributions of all employees to the success of the organisation

· Administrative support excellent, updates and reports provided were accurate and timely

3b. Issues to be tackled

· Risk of confusion with reorganisation of Learning + Skills Councils

· Improve interface with local skills councils (Business Links) - the local delivery needs to be improved in the future, it is not clear who the business needs to deal with

· Relationship with delivery partners needs to be improved

· Would have been better if we had had more of a say in the selection of the assessment team.  This would ensure that the style of assessor ‘fitted’ with the organisation

· Communication between Central IiP team and the assessors in the field was sometimes slow

· The amount charged per assessment was initially very high, although we worked together to bring that down it still remained at a high level

· IiP consultants need to be very clear how much control and input the organisation has in the process and to clarify that they are there to produce what we want

· IiP needs to be sure that assessors are not taking the opportunity to ‘sell’ other products, on the back of undertaking an assessment
· Needs to align the resource with the type of business who undergoing assessment

· Description of new IiP culture does not consistently match actions

· Danger of duplication and political sensitivity for who is going to promote the national standard with regional quality centres – IiP need to be involved and at the centre of discussions

· National advertising and marketing could be given more priority and profile through national press

4. IiP UK role in keeping the standard relevant to employers’ and employees’ needs and maintaining its integrity

· Needs to look at the standard in relation to the different industries it is assessing.  You cannot assume that one process will ‘fit all’

· Needs to ensure that an employer is assessed on ‘outputs’ rather than processes, this will make it more relevant and ensure integrity is maintained

· IiP UK must take every opportunity to reduce the paperwork involved, as organisations become more and more paperless, their processes need to reflect this also

· IiP UK needs to work closely with the lead bodies for the organisations it assesses and re recognises

· Delivery of IiP concept could be conducted by local quality centres, reduce red tape, friction between text and quality centres as to who conducted the work

· Employers and employees see quite clearly that the standard recognises the value of people and their contribution to the success of the organisation

· Keeping standard relevant is essential, and so home and work life balance should be included

5. IiP role in developing the standard

· Very important to have central oversight to lead and co-ordinate development

· Very good nationally, not convinced development of standard internationally would benefit business in the UK, although it allows for consistency and is also a good benchmark for our prospective clients

· Do believe IiP UK does add value in developing its work nationally

· Particularly with the addition of new modules on recruitment, leadership and plans for work-life balance

· Balance needs to be struck between promoting standard internationally and development in the UK

· International links seem high on the agenda but it has little relevance to the majority of UK operations

· Not sure that the standard has developed as fast as industry needs have moved on

IiP function and performance

6. Awareness of IiP service departments
· 10 responses indicate an awareness of general enquiries

· 11 responses indicate an awareness of products and publications

· 11 responses indicate an awareness of national centre

· 8 responses indicate an awareness of information services

· 12 responses indicate an awareness of website

Not all responses to this question were completed.

7. Are customer services the right ones?

· Consensus that businesses receive what is required

· Employer links for large organisations are required i.e. open professional forums

· Useful to have a people list of roles and responsibilities for support network rather than organisations always trying to contact the same people for many different queries

8a. Level of satisfaction with service departments

· Summary of responses based on satisfaction levels with the service departments: 

	IiP UK functions
	Not satisfied
	Fairly satisfied
	Very satisfied
	Extremely satisfied

	General enquiries
	
	1
	6
	3

	Products & publications
	2
	3
	5
	1

	National centre
	
	1
	2
	5

	Information services
	
	1
	6
	1

	Website
	
	4
	6
	


Not all responses received completed this section of the questionnaire, 7 responses did not complete and some responses were only for specific service departments, not all.

9. Aware of consultations conducted by IiP UK

· Majority of responses indicated an awareness of consultations conducted by IiP UK

10. Which consultations are you aware of?

· LASER and STAR consultations sometimes cited

11. Has IiP UK consulted employers sufficiently and frequently?

· 6 responses answered yes

· 3 responses answered no

· 4 responses answered don’t know

Not all responses received completed this section of the questionnaire, 7 responses did not complete.

12. Has IiP UK acted sufficiently on the basis of that consultation?

· 6 responses answered yes

· 1 response answered no

· 6 responses answered don’t know

Not all responses received completed this section of the questionnaire, 7 responses did not complete.

13. Examples of comments made in support of views above on consultation

· We have been consulted on the development of the new Standard and on the changes to the assessment and post recognition review arrangements

· We are very satisfied with the changes that have been made in these areas

· Although IiP consults on many fronts it takes a long time to see any outputs from consultation process

14. Has IiP UK been responsive to needs as an employer?

· 14 responses answered yes

· 1 response answered no

· 1 response answered don’t know

Not all responses received completed this section of the questionnaire, 4 responses did not complete.

15. National promotion and marketing of Investors is adequate?

· Yes to organisations, no to general public

· Need to be more involved with Learning + Skills Councils

· Not now as the budget is reduced, not as good as it used to be for the past three years

· Not enough need to make appealing on a diverse enough basis – review approach to different industry sectors

16. Has IiP UK taken an effective lead in developing standard?

· 14 responses answered yes

· 1 response answered no

· 1 response answered don’t know

Not all responses received completed this section of the questionnaire, 4 responses did not complete.

17. Views on IiP responsiveness to employer needs

· IIP UK must be wary of listening to CBI too much

· IIP UK has been very good at identifying different priorities between business and public sector and integrating the generic needs

· IiP UK has a good ability to change the assessment mechanic

· IiP UK was always responsive to our needs and willing to discuss long and short-term issues freely and honestly.  Tailoring their programme to suit the needs of our business

Relationship with other quality standards

18a. To what extent are roles and purposes of different quality standards clear and distinct?

· Majority of responses indicated the standards are very clear and distinct 

18b. How does your experience of working with IiP UK compare with other quality standards organisations?

· Very good in comparison to other quality standards organisations

· More flexible, willing to listen, to change their processes and adapt to an ever-changing organisation

· IiP are more cohesive and flexible but could focus on HR and training and development of the business as a whole

· ISO seems to be more professional and straight forward

Future location and organisation of IiP UK functions

19a. Abolition

· No: there will always be a function in maintaining, developing and promoting the standard from a central resource

· See clear role for IIP UK to continue as a centre of excellence for development and oversight of the standard and its delivery, and as provider of a national delivery service for national organisations

19b. Continued NDPB Status

· Best way for IiP to deliver its functions, needs to be seen as an independent company and not simply a government controlled body

· Include with ISO 9000 to keep it simple with one standard and assessment for everything

19c. Scaling Back

· Majority of responses indicate they are happy with the current activity of IiP UK and should not scale back their activity

19d. Increase in responsibilities

· Could take on more of a role of co-ordination with different training and development elements on a national level, take on board better links with health and safety to take into standard

· Retain IiP profile but role clarity between Learning + Skills Councils and Business Links is a potential blocker that needs to be reinforced

· Heads of regional quality centres share the same concern with the role for IiP UK

· Attempt to gain more positive national press

· Commission internal studies of different organisations route to becoming Investors in People, particularly in relation to the culture change

19.e Other models as examples

· Need for central body to promote and lobby government support

· Merge with ISO 9000

20. Important features of IiP UK that should be retained

· Development and leadership of the standard / maintain distance from organisations / standard needs to be employer led and the process should reflect this / need an energetic and active leader to continue to drive standard forward

· Large organisations try to keep consistency with assessment teams year on year. This is where the value comes when external auditors have an understanding of an organisation and its history

· Need to continue its flexible but fair and consistent approach to employers

· Need to sell to middle management within an organisation which is as important as having buy in from the senior management team

· Method of assessment, standard should not be driven by the organisation, it is also important to ensure the quality of the assessors

· Involvement of peers in the process but in a more meaningful way and not just rubber stamping the assessor reports

· Research on the use and impact of IiP in UK business publications

· Leadership and development of the standard, oversight of delivery partners, and national centre for national organisations

Annex 4: IiP commitments and recognitions
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�  With the agreement of the Review Steering Group, Phase 2 of the Review will take forward the recommendations from phase 1, conducting further research into issues identified during Phase 1 where necessary.


�  Most of the data relate to performance up to the end of September 2001, the latest period for which reliable data are currently available.


�  Percentages are not available; figures exclude organisations with fewer than 10 employees.


� A notable exception is the penetration within the former public utilities.


� The comparison is with other organisations involved in the regulation of businesses and/ or making a contribution to the more efficient operation of businesses


�  "Staying Ahead of the Game" by BSi, BQF, and IiP UK. 


�  In this context it is worth noting that, when South Africa put the provision of workforce development activities out to open competitive tender in 1999, the bid in which IiPUK was a key player was the only one to offer a “ready made” Standard as part of the solution – other bidders offered to help the South African Government develop such a Standard.





�  The experience of our international interviewees is again instructive here.  Our understanding is that both Australia and the Netherlands have struggled to achieve market penetration:  both are seeking to deliver IiP without much direct or indirect support from their respective Governments.


�  We are, of course as described earlier, effectively recommending that the role of the National Centre be devolved to RQCs and the LSC.





�  It is worth noting that IiP UK’s RQCs each have a local monopoly over the delivery of assessment and advice on the Standard.  This is not the case with other standards – for example there are a number of organisations (eg BSi, LRQA, SGS, Bureau Veritas) that are approved by UKAS to deliver ISO-related services.





�  Our analysis assumes that the merger would be with an organisation that assesses/certifies employers against other standards or equivalent measures of quality (eg ISO 9000:2000, Charter Mark).  There are, of course, other models (most obviously the Excellence Model) that operate in similar territory to IiP but are not ordinarily assessed.  We consider that the potential for real benefit to be derived from merging with IiP UK exists only with those “standards organisations” that provide assessments as a matter of course as part of their current service offering.  We therefore have in mind the potential for IiP UK to merge with an organisation such as BSi and not, for example, an organisation such as BQF (which, on the basis of our fieldwork, is in any case unlikely to be interested in merging its operations with IiP UK).


�  The fact that UK Skills is, constitutionally, a charitable trust rather than an NDPB is interesting.  Among the perceived advantages that this brings, from the UK Skills perspective, are:  an easier means of securing funding (a grant is made on the basis of an application plus a business plan – no remit letter, and negotiation around it, is required); simpler reporting arrangements and less need for DfES to be directly involved in its work (because the Secretary of State is not directly accountable for its actions).  Government retains influence over the work of UK Skills through being a major funder (DfES is represented on the Board; UK Skills needs continued Government support to ensure its survival).  Whilst there are obvious merits in organisations such as the LSC being an NDPB, given the relatively small size of IiPUK, we wonder whether a charitable trust might be a more appropriate organisational form for it to take.  We discuss this further in the following section of our report.


�  We recognise that the Secretary of State does in fact own the Standard and that, as an NDPB, IiP UK is a delivery arm of Government.  Nevertheless there is perceived to be some “distance” between Government and IiP UK under current arrangements and this is widely viewed as helpful in terms of both the Standard’s credibility and the operation of IiP UK.
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