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attingthe Franewor k R ght

140 As well as giving TE> clearer gui dance
on the rol e whi ch the Gover nnent expects
themto play a local level, we nust a so have
a funding regi ne whi ch supports the

achi evenent of our objectives and a palicy
framewor k whi ch enabl es TEG to work
dfidatly ad e fetivdy. Ths pat o the
docunent covers the palicy framework. Part 2
covers the fundi ng reg ne.

1.41 The policy franework wll require TEXS
to

work in partnership to achieve their god s;

cotinue to inprove their ef ficiency ad
d fectiveness; and

inprove their accoutadlity tothar
communi ti es.

Waking in partnership to
devel op local strateg es

142 It isessetid for TES tovork wth

ahers. THswll criticdly invd ve varking wth
the new Regi onal Devel opnent Agenci es.

R will play aninportant part in ensuring
thet skills, traning and enterprise natch the
needs of the econony, focusingin particua
onskills wichare cetrd tothe prosperity of
their regon. BEach RAWI | be responsibl e for

devel opi ng an econonic strategy for their
region and for assessing the contribution of
TES to regional econonic obj ectives. W
expect themto work wth TES and ot her
organi sations, such as loca authorities, NIOs
and the higher and further education sectors,
to share infornati on and devel op strateg es
whi ch take account of national, regiona and
locd djectives. WiIst ve bdieetha it is
inportant to give R the discretion to decide
howto draw up these strategies, we woul d
expect themto be inforned by TEC anal ysi s of
the needs of their loca |abour narket. W
voul d al so expect RDA strategies to indicate
clearly vhich locd, regod o sub-reg ond
organi sation has agreed to take responsibility
for action. The Governnent wll provide RPs
wth a skills devel opnent fund to anal yse
regional skill needs and to work wth TE® and
other regonal and sub-reg ond partners.

1.43 We woul d expect TES to contribute to
the regi onal economic strategy devel oped by
the RAad for thistobereflectedinther
corporate plans. W already require TEX to
drawup these plans in consul tati on wth key
local partners. They will be expected to
denonstrate that their plans have been drawn
up in consultation wth Rs; and RD%s w |

a so have a specific rdetovwork wth
Gvernnent O fices and TES to nonitor and
enhance the TEC contribution to regi onal
economc obj ectives. Again, we do not believe
that it would be right to prescribe before RDPs
are set up howthese arrangenents shoul d
vork inpractice, bu ve wil, for exanpl g
encourage RDA Boards to arrange periodi ¢
neetings wth the Boards of the TES intheir

reg on

144 The framework we propose to introduce
wll ensure that R have considerabl e

i nfl uence over their regions and enabl e RDfs
and TES (and other sub-regional players) to
vork together in devel oping regi onal econonic
adskill straeges. It isnat sesibe to pess



responsi bility for TEC contracting from
Governnent G fices to RDs fromApril 1999
We do not want to burden RDAs fromthe
outset wth a substantial nanagenent task
wilethey ae still findngther feat. R)s
nust be abl e to concentrate on devel opi ng a
strategc visionfor their regos ad to buld
the necessary rel ati onships wth a wde range
of organisations. Ve wll reflect futher onthe
rode o RDsinTECcotracting after this
revi ew and when RDAs have had tine to
establ i sh t hensel ves.

145 We aso vant TES to work wth the
National Training Qgani sations to design and
inplenent national skills strateges far sectors
of enpl oynent. We are keen that TEG
engage | ocal authorities, Gareers Services
and the further and higher educati on sectors
to inprove the co-ord nation of planni ng
activities ad the provision ad qua ity o
tranngadskills. A aragtiod levd, ve ae
vworking wth the Local Gover nnent

Associ ation, Further Educati on Fundi ng
Qunci| and the TECNational Guncil to
pronote greater collaboration by devel oping a
network of post-16 education and trai ning
partnerships. Astatenent of principles
under pi nni ng the new part nershi p
arrangenents has been agreed. W\ wel cone
this approach. W woul d al so encour age
TEGS to take account of the new conpact

bet ween Gover nnent and vol unt ary

organi sations and to devel op their own
conpacts for work wth the vol untary sector.

| nproving the ef ficiency ad
d fecti veness of the network

146 A hgnigtedearlier, we are concerned
thet there are still wde variaias in
performance. Many TECG have perfor ned
vel |, bu sone still have sigificat roomfor

i nprovengnt in one or nore aspects of their
core responsibilities. e wil continue to work

wth the TECNationa Gouncil and i ndi vi dual
TEGS to:

i ntroduce new | i censi ng arrangenent s
sothat dl TES fdlowthe intermationd |y
recogni sed Busi ness Excel | ence Mdel ;
and

share best practice nore ef fectivdy ad
benchnark di f ferent aspects of
perfornance to achi eve val ue for
nmoney. For exaple it wil bevitd fo
THEX to use evi dence fromi nspection,
and the reports of the Tranng
Sandards Quncil, to spread good
practice and to take acti on where poor
standards are found.

1.47 Acriticd pat of rasing parfonanceis
setting clear targets and perfornance

indi cat ors and nonitori ng progress agai nst
them W would expect TES to identify
criteria for success wiich are nade publicly
avai | abl e, go beyond si npl e progranme
outputs and | ook at the inpact which the TEC
has on its local econony. Inaddtion the
Government wants to develop wth TES a
stronger and nore ef fective franework for
hi ghl i ghti ng good per f or nance and tackl i ng
poor perfornance. W will be considering how
we can build on the existing systens of
perfornance tabl es, the new Gver nnent

G fice annual reports on TE® and the
process of contract and |icence reviewto
achieethis. Assset au inRat 2 vewll be
consi dering ways in which audit can support
this approach by placing a sharper focus on
TECinpact and the point of delivery. W
woul d wel cone vi ews.

1.48 Wien the TEC network was original ly
set up, the boundaries of individua TES
vere principal |y deternined by the wshes of
local partners, reflecting a bal ance between
the size of the vorking popd ation, travd to
work area, and existing loca authority
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boundaries. This has led to a broad range in
the size of TES. W vat TES toretaintheir
local focus and recogni se that snal | TES
bring advantages interns of ther adlity to
farmclose re ationships wth their [oca
comunity. Qnthe other hand we are
conscious that a snal |l er nunbber of TES

voul d reduce the admini strative overhead and
nght inprove their strategic capability. Itis

a so open to question whether the existing
boundari es renai n appropriate, particuarly to
neet the needs of RDAs. Wewll be
encouragi ng TES to think creatively about
wiet further ef ficiencies they can nake. In
sone i nstances nerging wth another TEC (or
other organisation) nay provide a nore
dfidet ad & fedivesduion wilst still
preserving the local focus. VW woul d wel cone
conments on whether there is anything the
Gvernnent can do to nake the process of
nerger easier. W would alsolike TES to
expl ore further ways in which they can devel op
i nagi native sa utions to inproving the

d ficiency and ef fectiveness of the services
they provide. Qotions mgnt include | ooki ng at
thredf ferent ways of cdlaborative working
such as pool i ng resources, sharing over heads,
setting up centres of excell ence or federati ons
bet ween TEGs.

| nprovi ng Accountabi lity

1.49 We have nade it clear that a key
strength of TEX is the active enpl oyer input
whi ch they uniquely bring to the devel opnent
and delivery of progranmes and pol i ci es.

Miny TEGS engage wth very | arge networks
of enpl oyers and we woul d encour age t hose
who do not to consider ways of enhancing their
reach into the enpl oyer conmunity.

150 Bt TE® aso deliver apublic service
and nust account ef fectivdy totheir wder
community. The TEC National Guncil has
devel oped a framnework for |ocal accountability
whi ch provi des a nodel of good practice and
was approved by the Nolan Cormittee.
Adherence toits principles is a requirenent of
TEES contract with Gvernment. VW have

a so nade changes tothe dighility criteria for
TEC Boards to hel p ensure that Boards refl ect
a broader range of interests. W are keen to
ensure that TES strike the right bal ance
between their accountability to business and to
the wider conmunity and woul d wel cone
views on what nore needs to be done.

Wider structurd questions

1.51 The past 7 years have seen increasi ng
dversity inthe structures of TE3. Fourteen
TEG have nerged with their |ocal Chanters
of Gommerce to formCCTEs and nore are in
the process of doing so. Qrer hal f of the

net wor k have now i ncorporated their Busi ness
Lnk wthinthe TEG ether asadvisona a
whol | y owned subsi di ary. These changes have
been locd ly driven, prinarily in response to
cals fromlocal businesses and individud s to
reduce confusi on, overlap and duplication and
to better inegaetranngadskills wth

busi ness. Miny TES al so have in pl ace

br oader econonic devel opnent part ner shi ps
wth key loca players, includnglocd
authorities and devel opnent agenci es. WMi | st
the Governnent has supported and

encour aged arrangenents whi ch | ead to cl oser
vorki ng, we have not pronoted one nodel
over another. W have al so been concerned to
ensure that organi sational changes do not
dvert THES fromther prinary strategic rde.
Qur ohjectiveis that structures shou d pronote
quaity and ensure cohesion at aloca leve.
Qr viewis that Governnent shoul d define the
standards it expects TE® to achieve and the
princi pl es underpi nni ng these; the supporting



structures shou d be a natter for [oca decision
(provi ded these standards are achi eved).

1.52 BEval uation of TEQ Chanber nergers has
shown that they can bring benefits, particuarly
interns of inproved coherence of busi ness
support, nore ef ficient ddivery o services ad
greater business invol venent. On the ot her
hand there are patentid coflicts of interest.
Fraly, between TES rde as deliverers of
publ i ¢ services and Ghantbers role as

organi sations set up to | obby Governnent. And
secondly, between the THS roe as
purchasers of Governnent funded trai ni ng,

and where the nerging Chanber is al so a
provider of that tranng W are dso
concerned that, as neniership bodi es, they
engage Wth the wder community and not | ust
t he busi ness nenber s.

1.53 We have announced a norat ori umon
TEQ Chantber nergers whil st we are carrying
ot thisreview Adwve wll vat toreflect on
the outcone of the review, before taking any
further decisions on applications for nergers.
But, as a nmini num before approving any
further nergers we would vant to see strong
evidence interns of the benefits brought by
the nerger, ad be satisfied thet the patetid
for conflicts of interest had been nn nsed.

154 The new RD%s will play an inportant
part in co-ordinating the work of TE®S and
other loca partners to devel op reg ondl
econonic strategies wth skills and busi ness
support strategies as key conponents. RDAs
wll no doubt take a keeninterest inthe nature
and coverage of sub-regional structures. W\
woul d wel cone views on the role of RDAs in
influencing the TECnetwork a local leve .
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Questions for Gonsultation

1.55 We woul d wel cone corments on this
part of the consultation docunent. The
guestions on which ve woul d particu arly like
views are set out bel ow.

The way ahead (paragraphs 1.16 to 1.41)

Q Have ve identified the right chall enges where
TEX have a key rol e to play?

Q Have ve defined the right priorities for TES
in delivering these chal | enges?

Q Do TE> have the right programmes and
levers to neet these priorities?

Q Wat role should TES play in providing
training and hel p for unenpl oyed peopl €?
Wiat el enents are TEG best placed to
odliver?

Working in Partnerships (paragraphs 1.42 to
145

Q Aethere further steps we should be taking to
ensure that TEHX continue to devel op strong
and effective partnership to achieve their
goal s?

Q How can we ensure that TEG and RDAs
vork together effectively? Have we identified
the right nechani sns?

Q Howcan we ensure that TEG work
strategcaly wth National Traini ng
Q gani sati ons?

I nproving ef fidecy, d fectiveness and qual ity
(paragraphs 1.46 to 1. 48)

Q Aethere further steps we coud take to
i nprove the efficiency and effecti veness of
TEG and reduce unnecessary bureaucr acy?

Q: In vhat ways coul d the contractual franework
wth the TES be sinplified?

Q Hownight we build on the existing range of
neasures to drive up TEC perfor nance? How
shoul d we reward success and tackl e poor
per f or nance?

Q Wat Qitical Success Measures shoul d we
use to judge the perfornance of THX in
del i vering the Governnent s obj ecti ves?

Q Dyouthink that thereis the right nunbber of
TEX? |f not, on what basis shoul d any
change be nade? Wat further steps shoul d
ve take to hel p those TEX consi dering the
option of nerging wth another TEX?

| nprovi ng Accountabi lity (paragraphs 1.49 to
150

Q Wat further steps should we take to i nprove
TEC accountability to the wder conmunity?

Wider structurd questions (paragraphs 1.51 to
155

Q Do you agree that Governnent shoul d define
the standards, outputs and outcones it
expects TEG to achieve, but supporting
structures shoud be a natter for | oca
deci si on?

Q Wit should be the extent of the RArae in

i nfl uencing the TEC network at | ocal |evel ?
21 Part Qe has set out sone chal | enges
that we think TE> can hel p us neet. Part Two
consi ders the TEC funding and audit systemin
nore depth to alowthe strengths and
veaknesses of current arrangenents to be set



PART 2

out and practica possihbilities for change to be
consi dered.

Hinciples for Funding

22 A overriding thene, which runs
throughout our viewof what TEX can of fa, is
the need for high standards, wth a focus on
continual inprovenent in quality. A poverfu
influence on TE® capacity to deliver aga nst
these chal | enges, to the standards that the
publ i c deserve, cones fromthe way that we
fund and contract wth TEX. In our viewthere
are five basic principles wich we shoul d
expect to apply to the fund ng and aud t
system

H fectiveness: The fundi ng regi ne shoul d
hel p realise the Gvernnent s o ecti ves.
It shou d ensure that resources are

depl oyed i n accor dance wth Gover nnent
priorities, for exanple in supparting the
soci a inclusion agenda and help for the
di sadvant aged; though the fundi ng system
cotribues to ef fective pdicy

i npl enent ati on, clear objectives and good
contract nanagenent and qual ity
assurance al so play essertia parts.

Efidexy It should hel p Gver nnent,
TES and their contractors to achi eve best
val ue by naxi mising i npact, nini msing
vaste and preventing fraud; the system
nust actively pronote best practice.

Hedllity. The funding regi ne nust be
durabeinthe sensethat it can operatein
a nuner of dif ferent palicy environnents,
and be abl e to respond to change and
opportunity inthe longer term It needs to
be able torespond to locd, regond and
national priorities and provi de the scope
that allows TEC Boards to nake a real
df ference intheir aress.

Rying fo QaElity

herence: The successful delivery of
training, education and busi ness

devel opnent obj ecti ves depends on a
partnershi p between central Gover nnent,

| ocal Governnent, RDAs, the Enpl oynent
Srvice the private sector, TEG and
provi ders; the systemnust of fer incentives
and berefits for dl the partrers.

Caity. The systemshoul d gi ve cl ear
sigd s aout priorities, incudng prices
and perfornance expectati ons, which are
transmtted fromGovernnent, through
TEX to enpl oyers and trai ning provi ders.
Thswll facilitae | ong termp aning ad
gdility.

Hve Key Funding Frincipl es
B fecti veness
B fidexy
Hedllity
Coher ence

Caity

The TEC Fundi ng and Audi t
Syst em

23 The TEC funding and audit system
consi sts of several key conponents:

the annual Governnent G ficel/ TEC
contract, includ ng budgets far a range of
programmes and arrangenents for how
these can be drawn down;

TES own plans for design and delivery of
progranmes and other initiatives;
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financia relationshi ps between TES and
their providers, enpl oyers and ot her
st akehol ders w th whomt hey work.

24 These are underpi nned by the processes
inpacetononitor and contra contract ual
relaionships, for exanple financia and quality
audit; health and safety; nanagenent

i nfornation and perfornance indicators. These
processes have a prof ound i nfl uence over the
vay that the funding regine works, defining
the priaritiesvwich peode gve todf feret
parts of the system These priarities intun
dranatica ly af fect people s nativation skills
and capacity to deliver wat is needed.

25 TES receive funds fromboth private
and public sources each year. Funding from
public sources in 1998-9, wichis prinarily
direct fromQvernnent Departnents,

anounts to over £1.3on. The way that the
noney is paid to TES varies consi derabl y
between dif ferent progranmes. This is in part
areflection of the increnental way in wvhichthe
curent funding regi ne has devel oped, oftenin
response to the changing priarities of
Gvernnent and as a result of percei ved
weaknesses in the system

26 TES receive two nain types of public
fund ng.

nai nstreamtrai ni ng progranmes, whi ch
account for 70 per cent of the £1.3n, are
funded through a sem-commercia regine.
Of EE pays TEG on del i very agai nst

speci fic paynent triggers. Triggers incl ude
tranee starts, trainng outcones (for
exanpl e qual i fications and j obs), and
internedi at e progression points. Each
trigger has an agreed price attached to it
(theunit price), wichis negtiated faor the
contract wth Gvernnent. This regi ne
alows TES flexibility in expenditure ad
to generate surpl uses fromthe dif ference
bet ween the price Governnent pays the

TEC and the actual cost of delivery. Those
surpl uses whi ch renai n unspent at the end
of each financial year are retained by the
TEC as reserVves;

the renai nder of TEC public incone
includes afee e enant paid on profile for
TEC strategi c activity and paynents as
rei noursenent for costs incurred. These
i ncl ude programmes such as the S ngle
Regeneration Budget; M| enniumDate
Gonpl i ance Training, al Eropean
funding, and DIl paynents for the Local
onpet i tiveness agenda, i ncl udi ng

Busi ness Li nks.

27 Qvernnent s expectaionistha the unt
prices agreed wth TEG for nai nstream
traning programmes wll alowthemto cross-
subsi di se nore expensi ve training from
cheaper training and to ensure that a range of
progranme costs, such as design and

devel opnent, narketing, nonitoring and
eval uation are net. Beyond these costs the
surpl uses and reserves that TES can
generate and retain fromnai nstreamtrai ni ng
progranmes are used in part to support
initiatives serving the sane broad purpose as
the progranme fromwhi ch the surpl uses are
nade, for exanple intiatives toreintegae
di sadvant aged and di saf f ect ed young peopl e
wthinlearning. Surpluses and reserves are
aso used to suppart initiatives ar proects
wthin TES wder anit, for exanple

busi ness support and | ocal econonic

devel oprent .

28 TECactivity is not funded wd |y by
pidic funds. Infact thefudngregneis
predicated on the assunption that the public
funds spent through TES will lever private
sector contributions, bathin cash and in kind,
tothetatd cost of tranng and sugporting | ocd
proects. For exanpl e we estinate that over 50
per cent of the cost associated wth Mdern
Apprenticeships annual ly is net by enpl oyers.



Adtiodly, TES generate their own i ncone
through charging fees to clients for busi ness
servi ces whi ch support | ocal conpetiti veness.

Wiat Happens in Practi ce?

29 In nanaging the current funding reg ne
Governnent tries to achieve nany things. The
nost inmediate is to ensure the ddivery of all
the nati onal o ectives attached to ind vidua
programmes. Wen the systemfails to neet
this overd| amve often | odk to the fund ng
regi ne to overcone probl ens TEG and
others have experienced, or correct
deficiencies in the way that progranmes
operate in practice. Sone exanpl es of the use
of the fundng regine inthis way include

atering funding i ncentives and paynent
triggers to acconmodat e changes in
programme pol i cy obj ecti ves;

procedural shortcomings that lead to
irregul ar paynents, poor val ue for noney
and i nstances of fraud are addressed by
increasing contral s such as audit.

2.10 The funding regine in use presently has
had sone si gni fi cant successes. For exanpl e:

there have been significant ef fidexcy

i nprovenents and cost reductions in CfF EE
trai ning progranmes. Two exanpl es are
the cost per output point in Wrk Based
Tranng far Young Peopl e has reduced by
aroud a quarter inthe last three years
and the percentage of |eavers fromadul t
training recorded getting jobs has
increased from31 per cent in 1991-92 to
47 per cent in 1997-98;

it has been very successful in |evering
enpl oyer contributions to programmes, for
exanpl e enpl oyers contribute £700ma
year tovards the cost of Wirk Based

Traning for Young Peopl €;

it enables TEX to gperate wth | oca
flexihility and provi des the finend d
resource to support that through the sen-
commerci al regi ne. TEG have devel oped
and del i vered products and servi ces
talored tolocad needs;

it has dloved TES to integrate | oca
servi ces whi ch draw on several fundi ng
streans. Thisis very inportant for the
future wth the devel opnent of Action
Zones and ot her cross Gover nnent
intiatives inended to bring together

df ferent progranmes into a coherent | ocal
package.

211 However, a nunber of conmentators
have drawn attention to percei ved weaknesses
inthefudngregne adit is the issues thet
arise out of these which are the nain focus of
the next section looking a the way forvard for
the future. The issues that we see as key to be
addressed in any new fundi ng regi ne are:

surpl uses and reserves are used on a
range of locd intiaives, wichdona
dvays dighwththe oigmd intetion for
the funds. Their useis nat fully understood
or recogni sed nationa ly;

alack of stability in fund ng arrangenents
for training progranmes wth si gnificant
unexpected swngs fromyear to year
dfecting indvidud TEZ;

the funding and contracting regi ne nay
act asabarier toddiveringhighqdity
training in son@ ci rcunst ances;

the systemaf audit is bureaucratic, |ead ng
to a paper chase which i nposes hi gh
adnni strative costs Wile faling to provide
a secure system

the systemd locd fledbility is df fialt fa

E TECs: Meeting the Chall enge of the MII ennium
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national enpl oyers and provi ders. TEG
use nany dif ferent delivery and purchasi ng
net hods | ocal | y.

Looking to the Future  how

shoul d we devel op the
syst en?

2.12 We nust be wary of naking sinplistic
judgenents. There are significant benefits in
the current systemand we should try to
capture themin any change, but we need al so
to address the key weaknesses and | ook in the
round at howwe support quality and ef fid ey
and ensure val ue for noney and propriety.

Wt then wou d ve like to see in future froma
fundi ng regi ne?

Fuding lacdl Initi atives

2.13 The Qvernnent has nade clear its
intention to see pubic funds dram together in
a nore coherent fashion locally and regional ly.
TEG have shown that they are good at
drawng together dif ferent funding streans into
d fective |ocal packages to neet key
Gvernmnent priorities. Infuture TES wll also
need to be able to respond to RDAs, bal ancing
regod agginst retiod adlocd priarities. If
TEX are to continue to have a wder ra e than
just delivering Governnent progranmmes, but
are a so to suppart |oca partnerships and
initiatives whch take forvard Gover nnent
priorities, then fund ng nust recogni se the
need for THS to pay for these activities.

2.14 The current systemof funding al | ons
TES substantia discretion in howthey
finance and support loca initiatives and
proects. Bi it depends criticdly onthe dality
of TES to generate surpl uses fromthe nai n
trai ning progranmes. TECS use these
surpluses to suppart loca initiatives which take
forvard the original purpose of the progranme

as vl | as athers which support wder activity.
This systemhas however led to criticismfrom
sone training providers thet it is too easy for
TEG to reduce the amount they nake
avaladefo trannginoder todlovgeaer
spendngonrelated intiatives or ather aress of
service. The questions this raises, therefare,
are whether the need for loca flexibility neans
that THX have to be abl e to nake surpl uses
and reserves; and whet her the Gover nnent
shoul d pl ace any restrictions on the spend ng
of surpluses and reserves, for exanpl e to neet
the obj ectives of the progranme areas where
the surpl uses are nade?

2.15 TEG have al so voi ced concerns about
the systemunder which THS wder role
covering activities such as supporti ng busi ness
d fectiveness, workforce devel opnent,

addressi ng skill shortages and pronoting
econonmc devel opnent  is funded partly by
surpl uses. A nunber have conment ed t hat
Qvernnent has tended to under-fund these
wder activities, reyinginstead on TES ability
to suppl enent direct governnent fundi ng
through their surpluses and reserves. These
TEG al so suggest that Governnent G fices
spend nuch less tine i nfl uenci ng and

eval uating these wder activities, conpared
wth the focus on trai ning progranme

perf ornance neasures. The questions this

rai ses are how Gvernnent shoul d fund TEG
wder activities and howbest to neasure
overa | TEC ef fecti veness and i npact ?

2.16 Oe possible aoproach is that infuture
Gvernnent coul d contract to pay for these
wder activities by includng themin the va ue
of each TEC s plans. Paynent coul d be |inked
less to the delivery of individua progranme
outputs and nore to the successful delivery of
dl theactivitiesageedina TEC s plans. For
such an approach to be successf ul

assessnment of perfornance cannot focus only
on vol unes and cost, but nust consider the
W der aspects of a TEC sadivity. This coud be



achi eved t hrough consi deri ng | ocal

d fectiveness using agreed i npact neasures.
This kind of approach a so of fers the
opportunity for the close i nva venent of the
R both in the devel opnent of TEC pl ans
and assessnent of i npact.

Bal ancing B ficiency and Qal ity

2.17 The current systemof funding training
has resulted in significant progranme
dficiencies. Hwvever, sone TECGs and nany
providers argue that it puts too nuch enphasi s
on ef ficiency as opposed to quality; and that
the funds avail abd e for trai ning have been
reduced by Governnent seeki ng ef fid ey

i nprovenents and then further reduced by
TEG who seek to naxi nise the range and
scde o oher locd intiaives. Sne
conment at ors have al so criticised the high
level of paynerts for qualifications ad jabs
(typicdly accouting for a least 30 per cet of
Gvernnent funding of TES for training but in
sone cases 100 per cent of TEC fundi ng of

enpl oyers or providers).

2.18 We are especialy concerned that too
much enphasi s on these ki nds of outcones
vork agai nst individual s in di sadvant aged and
dsd fected groups. Nor do the existing
arrangenents appear to support adequate
funding for provision ained at these groups.
This argues that we need to redress the

bal ance between incentives for vol unes and
d ficiency and | ook for incentives wi ch reflect
the val ue of the training experience itsef. Suich
incentives coud relate to retenti on ad
progression, as nuch as the fina output.

2.19 (e nethod of seeking to provide a
stronger focus onthe quaity of traning and the
vay a TECshou d seek to build its training
infrastructure could be to require a TECto
produce a ddivery plan as part of its agreed
contract wth Gvernnent. Part of the delivery
plan coud be a purchasing strategy which

sets out the ddivery strategy, pricing structures
and funding level s the TECintends to use.
TES might publish this for providers and such
apannmgt asoinclude tackling quality
assurance, audit and val ue for noney. Such an
approach at local level night conpl enent the
national focus of the new Trai ning S andards
Quncil.

Pronoti ng H anni ng

2.20 TEX and providers also argue that the
short-termnature of Gvernnent and TEC
fund ng af fects qeity. For nany the
uncertainty created by annual contracts
crestes barriers to ef fective forvard pl anni ng.
Uhcertainty about budget |evels, the potentia
lack of price stadlity and changes to vd une of
provi si on di scourage TES fromhavi ng | onger
termcontracts wth their providers, and naki ng
the investnent in devel opnent and support
these woul d nerit. Short-termcontracts

di scourage providers frompl anni ng the proper
resourcing of their business, bothinterns of
equi pnent and staf f. Wil e the devel opnent of
the TEC |icence and guarantees wthin the
Governnent contract wth TES al ready of fer
sone coomtnents for future years, TEG
argue that the annual nature of the contracting
process undermnes these benefits in practice.

Qupporting National Enpl oyers and Provi ders

2.21 The funding systemnust al so hel p TEG
adoress the dif fialtiesthet df ferent kinds o
providers face in their reationships wth TES.
Wile nany training providers operate in the
local area of the TECaA one, there are a
significant nuner of |arge national providers
and enpl oyers who operate on a wder basis.
Inasituation based on local delivery these
organi sati ons freguently work wth a nunier of
TEG d| of wichnay have df fering ddivery
infrastructures and adnini strative systens and

wlil negatiate for exanple arange of prices for
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tranng ddivery. National enpl oyers and
providers argue thet these d f ferences place a
costly and unrevardi ng burden on t hem
henpering the ddivery o quity tranng
However, employers are very dif ferent from
providers. Loca enpl oyers benefit froma
relationship wth TE3 wiich includes not only
these training progranmes, but a so taking part
ineducatio’ business intiaives, Investasin
Peopl e and wi der wor kf orce devel opnent
services. National enpl oyers need a rel ati onship
wth TES whi ch can ddliver these too.

2.22 The new fundi ng systemneeds to
support both local and national enpl oyers and
providers inthe vay thet it operates. There are
inpace dready the Ntiond Tranmng
Partnership and lead TEC arrangenents to try
to help, but nore needs to be done. Qe

possi bl e approach that the THS and
Gvernnment G ficeinthe West Md ands are
plaing invdves asinge TECcotracting wth a
specific enployer on aregod besis. Wike the
|l ead TEC arrangenents, there is no inter-TEC
cotracting, rather each TECwth a reg ond
cotract dains far dl thetranng ddivered

Minaging for Quality

2.23 The desire to place a greater enphasi s
on quality has been the driving force behind
the introduction of the Trai ning S andards
Qunci | (TS) and its Inspectorate fromMy
1998. The TG through the Inspectorate, wil
assess the quality of Governnent funded
tranng provision against a besis of sef-
assessnent by training providers. However,
vednt blieeit issufideat tordysddy
on the external inspection regne to deliver

i nprovenents in quality. The Inspectorate s
taskisalagaoe adwll visit providers oy
every four years.

224 Thereisdsoavitd rdefo the cotract
nanagenent function to ensure that the

out puts Governnent buys neet the standards
that the public expects. However, the present

focus of audit and nonitoring on the prescribed
processes set out in the TEC contract do not
encourage an ef fective consideration of quaity
i ssues. As the processes have becone nore
conpl ex, audit has becone nore and nore
focused on conpl i ance. The i ncreasi ng
denands on audit to chase paper trails diverts
val uabl e resources in G, TEG, and

provi ders anay fromconsi dering the quality of
the autputs they are ddivering in order to
consi der the detail of the odlivery process.

Audit and Bval uati on

225 We can tackle this probl emby adopting a
new approach to the audit and eval uati on work
that underpins delivery of Gover nnent
programmes and focuses on propriety of
paynents. There are three possible el enents
to a new approach. Gover nnent coul d:

| place a greater enphasis on the use of
risk and nateridity as the basis of decidng
the scope of audit. Inef fect we might focus
audit on those areas were the risk of
prodlens is suf fidatlyhchtojuifyit.
Deci sions on what to audit woul d be
inforned by avail abl e infornati on from
vari ous sources incl uding trai nee
dat abases, the Business Excel | ence Mdel
and the Traning Inspectorate.

I change the nature of the audit of TEX by
Governnent O fices. This gt etall
inegaing financia audt, hedth and
safety, and quality assurance to alow
nore rounded and halistic judgenents of
TES and their inpact.



lll. change the nature of the audit of Qfices and TES.

providers. Anore focused audit of TES
wll freeresources tolook a quity ad
vd ue for noney a the point of ddivery.

2.26 Akey prerequisite for the approach to
audit set out above is to renove the
dependency of paynents on a vast array of

df ferent paynent triggers and levels. Wile the
systemof paynent renai ns conpl ex and

nol ti-layered, audit is forced to focus on the
Cetail. If the fuddng regne is going to support
a new and chal | engi ng approach to audit then
it nuist beas sinple as possible. This
sinplicity should hel p concentrate pegple s
mnds a al levelsinthe systemon nateria

df ficuties, irstead o the detaled adt trals
and papervork they | ook at now. However,itis
not only audit that requires changes to the
funding regine. W\ vant alsototackle the
unnecessary bur eaucracy whi ch i nposes
vesteful costs; |eads to a high va une of
admini strative mistakes and opens up scope
for theirregdarities ad frad that ae
perpetrated agai nst the systemat present; and
whi ch causes the general opacity of the

fundi ng arrangenents between Gover nnent
and TE®, and TES and providers. Al these
things argue for afunding regine that is
sinple, not only between Gvernnent and
TES, but as inportantly is sinple a the pant
o ddivey wth enpl oyers and provi ders.

Devel opi ng Gapaci ty

2.27 \WMile considering al the possible
changes that we can nake to a funding
regne it isinportant to renenber that the
quality of nanagenent and inpl enentation is
as inportant as the design of the systemitsel f.
Miny of the changes suggested above require
a nove away froma bureaucratic regine to
one that pronotes quality and val ue for noney
and actively encourages the fight agai nst
fraud. That neans devel opi ng capacity and
achi eving cul ture change i n Gver nnent
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Questions for Gonsultation

2.8 We woul d wel cone corments on this
part of the consultation docunent. The
guestions on which ve woul d particu arly like
views are set out bel ow

Finciples for Fund ng (paragraph 2 2)

Q Dyoubeievethat the principles outlined are
the right ones? Ae there athers you think
shoul d be i ncl uded?

Q If theprinciples are right, coud ve neet them
by leaving or current regine inplace, wile
inproving the vay thet it operates a dl
| evel s?

Funding Local Intiatives (paragraphs 2.13 to
2 16)

Q Ave there funding nethods other than the
current seni-conmercia funding regi ne
vhichwou d alowvTES locd flexibility?

Q Shoul d the Governnent restrict spendi ng of
surpl uses and reserves to those areas for
which the noney is paid to TEHX?

Q How shoul d Gvernnent fund TEGS w der
activities outside nai nstreamtrai ni ng
pr ogr anmes?

Q Hwecan TES overall effectiveness and
i npact best be neasured?

Bal ancing B ficiency and Qality (paragraphs
217t0 219

Q Isthere any evidence that the balance is
currently wong between i ncentives to focus
on qual ity and added val ue and i ncentives to
focus on vol unes and cost? If so, how shoul d
the bal ance be changed?

Q VaudaTEC ddivery plan, including a
purchasi ng strategy be a hel pfu part of the

TEC contract wth Gvernnent? |f so, what
shoudit contain?

Pronoti ng A anni ng (par agraph 2. 20)

Q Wiat can be done to create a nore stabl e
approach to contracting at TEC and provi der
| eve s?

SQupporting National Enpl oyers and Provi ders
(paragraphs 2. 21 to 2. 22)

Q Are there ways in which TEGS can nanage
nore effectively rel ationships wth nationa
provi ders? And with national enpl oyers?
Wat might either of these nean in funding
and contractua terns?

Minaging for Quality (paragraphs 2. 23 to 2 24)

Q Db you believe that the approach to audit
outlined above is the right vay to go? If so,
what needs to be done to support the
change?

Devel opi ng Gapaci ty (paragraph 2. 27)

Q How quickly can Gvernment Gfices and
TEX devel op the skills and behavi our
necessary for a systemwhi ch pronotes
quality and trust, rather than focusing on
conpl i ance; and whi ch addr esses
effectiveness and i npact rather than process
and detail ?





