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Foreword

This is the first in a third in a series of reports published by the Marchmont Observatory.  The Observatory has been established to look at “What works and why” in workbased learning, with a particular emphasis on the development of the University for Industry. The Observatory has a particular interest in the issues of  widening participation, funding learning and the change management issues which will face both employers, particularly SMEs, and traditional learning institutions in adapting to new approaches.   

This report is the outcome of a two-day workshop entitled Funding Learning.  The workshop drew together participants from colleges, TECs, Business Links, funding councils and the Marchmont Partnership itself. 

The report also draws on recent research in this area to shed light on the issues relating to the funding of learning and its impact in the context of present and future learning markets.  In looking specifically at the issues of the economics of e learning, we have chosen to draw heavily on international research, where this issue has perhaps been more closely looked at than within the UK.  In discussing the issue of the focus of public funding we have, however, focused on the present changes being contemplated as a result of the post 16 review of education and training.

Th report also draws together the views of practitioners and examples of good practice in this field. This followed a period of e mail based discussion, in which participants shared experiences and practice. 

As with the other reports in the series, the opportunities afforded to us by the participation of practitioners in the debate and workshop, has leant great emphasis to the development of a set of recommendations for practitioners and policy makers in this field.  Access to the e mail contributions, key research sources and workshop presentations can be found on the Marchmont Website www.lifelonglearning.ac.uk.
Chris Evans

Observatory Director

August 2000
Executive Summary

There are enormous changes taking place in the way people learn and in the provision of learning.  The learning market is changing rapidly as employers, individuals and the state redefine their roles and adapt to changes in global markets, the changing nature of work and society and technological developments. Central to the development of a “learning market” is the issue of funding. Many factors will influence the operation of the learning market:

· The economics of delivery, particularly given the potential of e learning to radically change both the costs of and the access to learning 

· Perceptions of the value of learning in relation to investment

· The targeting of public subsidy

These issues influence who delivers and who consumes learning within the learning market. This report highlights the direction of these factors under the general topic funding learning. 

The expansion of e learning opportunities, the increasing value placed on learning within the knowledge driven economy, and the entry into the market of a range of private sector providers, is causing major turbulance within parts of the market for learning.  

No longer is education and training solely the domain of the public sector: the potential of new technology and an increasing demand for learning are bringing private sector providers into the marketplace. Not bound by historical frameworks of provision and delivery, new companies are able to use ICTs to deliver flexible solutions targeted to the needs of companies and individual learners.

At present growth in demand for learning from the ‘knowledge rich’ sectors are being met by private providers. Within the corporate sector there is significant investment in learning, particularly in those companies that offer high technology services at distributed locations to a global clientele. Their dedicated training departments are an attractive proposition to commercial providers, who significantly shorten their course development time and tailor learning to corporate needs.

Although SMEs and individual learners are not considered as profitable a market, their eligibility for public subsidies and future potential for expanded demand are still important. The changing nature of the labour market will ensure that training will continue to be required to keep pace with shifts in technology, legislation and the economic environment. There is a danger that these underrepresented groups will continue to be regarded as the ‘knowledge poor’, whose learning needs are secondary to those who can pay for bespoke services.

Individuals and companies will invest only if they value learning, so channels for information, advice and guidance to these groups are ripe for improvement. Many strategies are as yet ineffective: learning opportunities need to be made accessible, appropriate and flexible.

At present there is a tension between wanting demand driven systems and historical supply side measures. Putting learning into individuals’ hands is not enough: there still needs to be associated measures to ensure full benefit is gained from every activity.

The response of the more traditional public sector learning institutions to these changes is also interesting. The impact of the Learning and Skills Bill, now enacted, and  which will comes into force in April 2001 and other initiatives in ‘The Learning Age’ Green Paper reinforce this. The University for Industry is finalising its own financing arrangements; Individual Learning Accounts are about to be introduced widely; and the revamped Small Business Service, Employment Service and Adult Learning Inspectorate will all have a role to play in workplace learning and staff development.

The challenge to policymakers and practitioners is now to understand and develop strategies for operating within this changing market for learning. Central to this understanding will be a comprehension of how technological developments and the expansion of e learning opportunities will affect the economics of learning across the board? How to stimulate investment in learning by employers and their employees? Where market mechanisms fail, how best to target public resources to meet needs within the context of an inclusive society?

These questions and more are addressed in more detail within this report.  Below we highlight what we see as some key recommendations emerging from the debates that have taken place within the research and through the practitioner debates.

Key issues and recommendations

1. To stimulate investment in learning, the value proposition needs to be clear to companies and individuals

2. Effective demand side measures must respond to learners’ needs

3. Supply side funding formulae run the risk of continuing historical provision rather than generating new markets for learning

4. Funding measures must do more to close the gap between ‘knowledge rich’ and ‘knowledge poor’ – large vs small companies and individuals

5. State subsidy should complement personal and company investment

6. Technology based learning provides an opportunity to grow new markets

7. UfI learning must fund learner support at the heart of its offer

8. Good practice in funding learning, such as via Union Learning Funds, should be widely shared 

9. National Training Organisations have a key role to play in stimulating sectoral investment in learning

10. Public and private sector partnerships have much to offer e-learning

11. Local Learning and Skills Councils and UfI Hubs should explore the regional perspective to drive up demand for learning.

1
Introduction

This is the third report by the Marchmont Observatory examining issues of concern to policymakers and practitioners in encouraging development of lifelong learning in the UK.  The topic of this report is funding learning and we consider this under three sub themes: 

· The economics of e-learning

· Stimulating investment in learning

· Public funding of learning and the post-16 review (including aspects of the proposed funding model under development for the University for Industry)

The timeliness of the funding theme has been reinforced during the development of this report by parallel Government consultations within the overarching review of post-16 education and training. The Department for Education and Employment’s Learning to Succeed White Paper, following on from The Learning Age Green Paper, announced a number of widespread impending changes to the UK vocational education and training system. Amongst the many far-reaching developments will be the introduction of the national and local Learning and Skills Councils (LSCs), to take over from the Training and Enterprise Councils and the Further Education Funding Council in spring 2001. The revamped Small Business Service is also poised to take over from Business Links within the same time scale, and the University for Industry (UfI) at the time of writing is preparing for its own launch in autumn 2000. These three agencies will take joint responsibility for promoting workplace learning in organisations large and small through innovative information and communications technologies (ICTs).

A further financial review of candidate support measures to encourage adult learning is underway, which will aim to determine appropriate contributions for learning to come from individuals, employers and Government. 

Part of the post-16 review has specifically included a focus on developing skills, in the workplace as well as in individuals, whether to match the demands of particular jobs or to remedy deficiencies broadly existing within the UK population. At a time when over half of employed adults (55%) hold educational attainment levels comparable with NVQ Level 2 or under, development of basic skills have been pointed up in the Moser report
 (1999) as of continuing need to encourage individual contribution to society. A focus on encouraging transferable skills among 16-25 year olds to ease the transition between school and work has also been highlighted within proposed changes to vocational education and training (VET). The National Skills Task Force (NSTF) has been conducting its own investigations into skills needs in the UK, and anticipated publication of their final report coincided with the week of the funding workshop.

Proposals made by the NSTF include tackling a range of skills deficiencies identified which, in addition to basic skills, include transferable generic skills for improving employability and encouraging widespread ICT training. Measures to widen access to flexible vocational education and training include the introduction of a new foundation degree, linked to national occupational standards. The National Training Organisation framework, particularly in relation to ICT, is seen as key to developing progression routes and occupation-related skills for sector based workforces. Labour market information will be collected and analysed regionally for more targeted dissemination, and to contribute towards the additional economic regeneration agenda which will form part of the LSC remit. UfI is highlighted by the NSTF in its key role to extend the benefits of learning to traditionally excluded groups. Support for small employers is considered a main priority in delivering enhanced benefits of workplace learning.

Of critical importance is bringing the benefits of ICT systems to small businesses, which have been slow to embrace electronic commerce and the global marketplace. Many small businesses recognise the need to develop staff skills and awareness of the capabilities of ICT to transform their operations, let alone facilitate their participation in world markets. The existence of a ready market for electronic learning in small to medium-sized enterprises (SMEs) has been recognised by commercial training providers for some time. However, the heterogeneous nature of the SME clientele, both corporate and individual, has led providers to concentrate their development activities elsewhere on larger corporate clients. Despite the flexibility of e-learning and its potential attractiveness to small business learning solutions, the economies of scale that pertain with large companies guarantee a more stable income stream to providers. The danger is that again the status quo will be maintained, and that the historical underrepresentation of SMEs in learning remain untackled in new e-learning provision also. Here the role of public-private partnerships might make a difference. We will return to this theme when considering the economics of e-learning in the following section.

Stimulating investment in learning from the demand side is a related key area deserving of more detailed scrutiny. Historically a range of approaches have been piloted with varying success in the UK and abroad. Training levies have met with only limited enthusiasm in this country, although they have persisted in a small number of industries that continually update training to match perceived needs within their sector. In France, levies have encountered a better track record of uptake. Voucher schemes, of which Individual Learning Accounts are one variant, have been trialed both in conjunction with tax incentives and without in a number of countries around the world. Despite received wisdom that companies are generally reluctant to invest in training, evidence suggests that once a demonstrated link is made between training and bottom line efficiencies, its cost is immaterial: a budget will be found. Issues such as these will be explored further below.

Public funding of adult learning is, as indicated above, much on the minds of UK stakeholders at the moment. There are nagging doubts however as to whether proposed measures will go far enough to satisfy demand side needs. A range of more innovative, flexible modes of provision such as those be engendered by e-learning could create a much more open climate. Recognition of experiential and informal learning, bringing together of novel partnerships, and added value to targeted corporate training would be available through e-learning. Engagement would be made to a far wider audience of non-traditional learners and practitioners – those whom formal learning opportunities have largely passed by.

In a policy climate where it is generally agreed that funding for learning must follow the learner and be ‘demand-led’, the traditional ‘supply-side’ culture endemic to work-based learning is difficult to transform swiftly.

The report is divided into the following sections:

Section 2 – Economics of e-learning

Section 3 – Stimulating investment in learning

Section 4 – Public funding of learning

Section 5 – Recommendations for UfI/policymakers

Section 6 – Conclusions

Findings from literature, online discussions, good practice case studies and workshop exchange will be interpolated throughout.

2 Economics of e-learning

2.1
Introduction

One of the principles behind the design of UfI concept was that technology provided the opportunity to provide learning opportunities more cheaply to a wider audience. Underlying this was the presumption that technology gave us the capacity to meet the varied learning requirements that could not be accommodated by more traditional learning institutions delivering classroom learning. But is this the reality?  

Traditional models suggest that e-learning produces economies of scale when delivery is at a sufficiently large scale to offset high development costs. But is this really the case? What experience do we have of marketing e-learning products and services at scale? Do the variable costs of supporting learners really fall when delivery is large scale and, if so, with what impact on quality?

Does providing learning opportunities in this way reduce the cost and thereby widen access?

Some key questions therefore arise:

· Is on line learning really more cost effective?

· What, if any are the hidden costs in effective delivery, e.g. the cost of learner support etc?

· What volumes of learning may be needed to achieve economies of scale?

· Are some forms of e learning more cost effective than others?

· Is e learning more cost effective for some learners more than others?

· What lessons can be learned from commercial providers of e learning services?

· Can these be emulated by public and not for profit providers?

· Can mergers and strategic alliances between providers reduce costs of provision?

One of the recurrent issues in costing e-learning provision relates to the relative allocations of fixed and variable costs when compared with more traditional modes of instructor led learning. Fixed costs are largely incurred during the design and development of course materials, while variable costs accrue during course delivery and are linked to volumes of learners. Costing allocations vary amongst different modes of provision, occupying different proportions depending on whether learning is classroom based, delivered at a distance using conventional resources, or makes use of innovative technologies. Conventional wisdom is that the scalability of e-learning to higher numbers of learners has the effect of reducing variable costs, but hidden costs also need inclusion in calculations – particularly the important aspect of learner support so necessary to e-learning. We shall consider these issues below in relation to public and private sector training provision.

2.2 Private sector models

2.2.1 International experience 

It is perhaps of no surprise that economic aspects of the e-learning market are rapidly emerging as of central interest in the USA. Here, major investment reports on market growth are proliferating as new corporate players enter the arena, each offering their own mix of products and services in a bid to win market share. The changing nature of the learning market has produced a growing demand for learning in companies both large and small. 

A strong tradition of corporate education and training exists in the USA, within which company provision for further staff development is often key to attracting and retaining qualified personnel. These have been exemplified by the corporate university movement, whose own rapid expansion since the 1980s has brought its numbers to around 1200 overall to date (Beamish, 2000). Whether or not in-house providers of their own training, American companies have been quick to recognise the potential of the ‘knowledge economy’ in conferring competitive advantage in a national and global marketplace. Faced with the distinction of being ‘knowledge rich’ or ‘knowledge poor’, enterprises are prepared to invest in workplace learning as a means of ensuring their continuing survival and advantageous market position.

Detailed analysis of the corporate university scene is beyond the scope of this report, but recent evidence suggests that there is a growing demand for learning in an external market. Some corporate learning departments are rethinking their strategic priorities to become reconstituted as ‘stand alone profit centres…11% are currently self-funded and a further 31% plan to operate as a profit centre by 2003’ (Meister, 2000). Within this trend, financial management and pricing are considered key skills. Parallel moves to decentralise corporate education into business units, and thereby attract payment for services rendered, have also been noted.

Such commercial shifts are readily understood when considering the potential of e-learning as ‘critical to the success of individuals, organisations, communities and economies in the dawning knowledge economy’ (Morgan Keegan, 2000). Recent reports by investment analysts (Hambrecht & Co, 2000) highlight its capability to manage and organise the vast proliferation of electronic information of the Internet, and provide customised and timely delivery of targeted training of relevant skills at flexible times and locations. The versatility of e-learning is commended as an ‘exceptional investment opportunity’ in a worldwide education marketplace estimated in 1999 to exceed US $2 trillion, excluding training in SMEs, continuing education and non-vocational lifelong learning. Market experts IDC predict the US corporate e-learning market alone to grow to US $11.4 billion by the year 2003, an increase since 1997 of 83% in combined annual growth rate. Especially relevant in a corporate context is increasing demand for technological skills in a contracting labour market and globalisation of enterprises. 

The e-learning market is young and fragmented, exhibiting rapid top-line growth and highly scalable business models to a wide range of clientele: academic, corporate and consumer. Further market segmentation in the US breaks down e-learning providers according to specialisms of content, services and technology, and revenue models of contracts, pay per use and advertising or sponsoring. Opinions differ as to whether companies’ varying strategies, to cover all aspects of the market or to provide targeted e-learning services, are more likely to develop into acknowledged market share. There are distinct differences in culture between older companies whose training services have migrated to an e-learning environment, and those newer, more flexible ventures that have directly entered the market without ‘traditional’ values based round instructor led delivery. Time will tell as to which may prove the more successful.


Although the impact of US private sector training providers to large corporate e-learning clients is amenable to valuation, all commentators agree that the informal and fragmented nature of training in small businesses is far more difficult to quantify – even in a buoyant market.

2.2.2 UK experience 

By contrast, the UK (and European) market for corporate e-learning is rather less well defined, which is as expected where the technological infrastructure and demand are as yet undeveloped. With traditional company cultures that undervalue the advantages of training for business growth, the large majority of diverse small to medium sized enterprises (SMEs) concentrate on sales strategies that favour local markets. Most small businesses would acknowledge the positive impact of Web-based marketing to promote their activities. Many however have insufficient understanding of the capabilities of information and communications technologies (ICT) to transform their existing core operations and increase efficiencies, let alone widen access to learning.

As Tony Myhill of NetG, e-learning provider for the University of Industry, pointed out in Marchmont online discussion:

‘The ultimate challenge is to manage the change process effectively. E-learning places demands on the corporate intellect. In many cases our ‘Learning Organisations’ are having great difficulty with the management of change. In my view, the survivors beyond 2010 will be represented by those organisations who have exploited e-learning to its maximum.’  

Private sector e-learning providers in Britain operate in a vastly different climate than the US: clear target markets have yet to differentiate. Early evidence suggests that market penetration to date is mainly confined to large companies with dedicated training functions and budgets. Corporate universities are not nearly as prolific as in the US, but larger organisations often form part of multinationals or are otherwise au fait with overseas corporates’ perceived good training practice. Outsourcing of training, more usually in the form of instructor led models, is as readily accepted as in-house provision. To the SME, however, such contracting out carries opportunity costs in lost staff time together with travelling and accommodation, as well as course and instructor fees. To these small business clients, e-learning should provide a flexible and timely solution to training needs. 

At the Marchmont funding workshop most intermediaries and providers of learning to SMEs were drawn from the public sector, discerning cultural differences between private and public sector e-learning provision and market characteristics. Ian Clague of BlueU confirmed that, despite the capabilities of tailoring e-learning to suit the small business, developing targeted resources for individual SME needs substantially increases fixed development costs without economies of scale in delivery. The public sector e-learning market offers greater numbers of learners but at lower profit margins. Large corporate clients by contrast combine high volumes of learners with low variable delivery costs and hence are a more attractive market, not only to e-learning providers but to their investment partners as well. At present however the limited penetration of e-learning into the private sector is mainly confined to senior managers, resulting in top-down motivation for corporate learning.

Without the benefit of public subsidy of e-learning to compensate for reduced scalability, individual learners as well as SMEs are at a clear disadvantage when seeking to enter the private sector learning market. Workshop discussions agreed the pressing imperative to target demand and develop e-learning tailored to the differing needs of public and private sectors, to bridge a widening divide between knowledge-poor and knowledge-rich respectively. There was some unease amongst delegates that the University for Industry would underestimate the variable costs associated with learner support and depend on a modified further education funding model. Should the traditional formula determine and set e-learning provision on offer, it would run the risk of inadequately catering for the non-traditional learners UfI is aiming to reach.


The differing nature of private and public sector cultures and markets extends to the varying needs of individuals within those markets. There are some individual lifelong learners for whom e-learning under UfI may not be appropriate; other learners within companies may require only ‘top-up’ learning to build effectively on an existing skills base. The impact of learner support on the cost of delivery to each type of learner would look substantially different, and some delegates considered that the 24x7 model of learner support would be impossible in any case for public sector providers to emulate. For private sector providers there may be a tendency to ‘cherry pick’ those clients representing lowest variable delivery costs. Conversely, public sector providers could target learning ‘market failure’ with available subsidies, although the important issue of sustainability post subsidy arises. Here again, a tradition of instructor led provision in the public sector might slow progress in taking full advantage of flexible models of e-learning. Beyond difficulties in quantifying hidden costs of learner support, delegates identified other additional costs in start-up stages of e-learning provision and at its outcomes, in accreditation. 

It is generally considered that the pace of technological change is fast outstripping the demands of a semi-managed market. SME owner/managers are often unlikely to understand the full capabilities of existing PC technology, and problems with IT skills shortages and network infrastructure development are endemic – not only in the UK but globally, as recently reported by International Data Corporation (2000). The UK networking market is currently predicted by Datamonitor to be worth £5 billion by 2001. IDC estimates by 2002 a widening networking skills shortage in Europe of about 600,000 professionals between demand and supply, of which over 80,000 are attributed to the UK alone. IDC forecast a particularly acute problem in European SMEs of under 100 employees in which training is underdeveloped, which will provide market opportunities for other parts of the world to leverage IT knowledge, particularly in the US and Asia. As skills shortages lead to salary escalation, increased staff turnover, lost business and reduced revenue, there are potentially severe knock-on effects for EU economy. IDC recommend public and private sector partnerships as a means of tackling the problem, which UK Government would also do well to consider to broaden the base of expertise for UfI development.

Elsewhere overseas, partnership has also been recommended by Australian bodies in considering the strategic future for borderless education. Unlike the US, Australian higher education operates in a more regulated environment, which has had the effect of building separate cultures between public sector universities and private sector electronic content and services providers. Australian universities have successfully marketed distance learning for a number of years to state subsidised traditional learners, but face increasing competition with private providers for the growing market of lifelong learners. One solution is to boost cross-sectoral collaboration between education and business providers by putting in place funding mechanisms addressing long-term strategic considerations. In conjunction with other measures, partnerships such as these would consolidate Australia’s already strong international reputation in distance learning and build on established expertise.

2.3 Public sector models 

The economics of e-learning in the early 21st century are increasingly taken to refer to education and training delivered over computer networks, but relevant studies define the technology more broadly to include a variety of forms of digital media as well as mixed mode provision. Academic practitioners, with arguably the longest experience in networked learning, have examined the cost impact of different modes of e-learning. Investigations have covered a range of cost-benefit models and made comparisons with other forms of open and distance learning, as well as with more traditional delivery formats.

Open and flexible learning has been available to learners for a number of years. Pioneered in Britain to ‘non-traditional’ higher education students by the Open University in the 1970s, it has also had some success in businesses as an alternative to block or day release schemes that attracted unwanted opportunity costs for staff away on training. The advent of multimedia technology introduced computerised environments that required high initial investment costs in hardware and software, but were found to yield increasing economies of scale and learning benefits over time.

Within higher education worldwide, the widespread introduction of global computer networks in the 1990s transformed the learning landscape still further and added many more possibilities for utilisation of e-learning technologies. Here, public sector subsidies for investments in the requisite broadband communications gave academic networks a market lead in developments in e-learning. For the first time learning communities were established in ‘virtual’ classrooms through use of computer mediated communication, videoconferencing, discussion fora and bulletin boards, video- and audio-streaming, online chat and a host of other novel technologies, vastly enhancing interactions between learners and their tutors. Debate continues as to the extent to which such technology -facilitated learning can replace the traditional face-to-face classroom experience. Nevertheless, it is clear that in remote and widely distributed communities networked learning has brought greater access to learning.

Advances in e-learning technologies in the private sector have been led so far by larger companies, mainly in the US, with sufficient resources and established practice of investing in employee and management development. Originally introduced by the flagship ‘corporate universities’, the expansion of intranets and computer applications into small-to-medium-sized enterprises (SMEs) worldwide has now made it possible for even micro-SMEs to consider purchasing computerised training. Rapid market differentiation amongst commercial providers and technology companies is introducing a proliferating range of products and services that can be tailored to the training needs of companies of any size, all claiming to provide an ’integrated solution’ that will guarantee the cost benefits of targeted and effective delivery of staff learning.

The economics of e-learning functions at a range of levels according to the needs of the particular department or unit, institution or business, operating environment, funding source, market position, and regional or inter/national economic context. Costs must be combined with a look at the accompanying benefits that will enable the technology to reach greater numbers of learners. As might be expected, each of the above models attracts its own cost-benefit analyses and these are examined in more detail below. It is considered that the general principles of the costing models are transferable between public and private sectors, with the proviso that the costs of extended network connectivity are mainly implicit within higher education frameworks.

2.3.1
International experience

Model 1: Cost-benefit analysis

With their widely distributed population, sophisticated cost calculations to underpin academic e-learning have been funded by the Canadian Federal Government and developed in Canadian university consortia since the mid-1990s. Dr Tony Bates of the University of British Columbia proposed the ACTIONS model (1995) to assess the strengths and weaknesses of learning technologies:

A
Access – to technologies for a particular target group

C
Costs – structure of different technologies, including unit cost per learner

T
Teaching and learning – kinds of learning, instructional approaches, best supporting technologies 

I
Interactivity and user-friendliness – kind of interaction, ease of use

O
Organisational issues – changes required to overcome barriers to new mode of delivery

N
Novelty – of technology

S
Speed – for mounting and updating courses

According to types of cost:

· Capital – expenses associated with purchase of equipment and materials

· Recurrent – (operating) costs that occur on a regular basis to run a programme

· Production – programme development costs, typically high initially but subsequently low

· Delivery – programme delivery costs, often similar each year

· Fixed  - costs that remain the same regardless of output

· Variable – (or marginal) costs that change with output (eg number of students)

and benefit:

· Performance driven – including learning outcomes, student/instructor satisfaction, return on investment

· Value driven – increased accessibility, flexibility, ease of use

· Societal or ‘value added’ – reduced travel/time/pollution, unemployment, potential for new markets.

It is assumed that cost models for production/delivery particularly would vary substantially from the above in traditional classroom based teaching. The distinction between fixed and variable costs would be of most benefit in either mode when calculating the likely break-even point for revenue from student numbers to yield satisfactory returns on course development and delivery. Fixed costs for course development are assumed to include such items as subject experts, internet and design specialists, new administration and marketing procedures, server costs, departmental overheads, library input, copyright clearances and international tutors. Variable costs include those which accrue incrementally with volumes of learners and are linked to tutoring, delivery and internal recharging mechanisms. Total costs were subdivided into average costs per year and balanced against average revenue per learner, where break-even point is calculated at average cost per year divided by average revenue per learner.

Model 2: Decision support

Another Canadian model proposes a ‘practical decision making tool’, balancing the effectiveness of technology-mediated with classroom learning by ‘demonstrating the appropriateness of technologies for different situations’. The model incorporates instructional, techno-logical and resource variables addressed through a series of decision ‘filters’: of content, learners, delivery formats, resources and cost. Included are considerations of learning style, motivation and environment. Delivery formats included in model development were classed into interactive or ‘two-way’ technologies such as classroom, audiographics, video- and computer conferencing and Internet, as distinct from ‘one-way’ technologies including multimedia, computer and print based training, audio/video tapes and video broadcast. 

In addition to fixed and variable costs, the model proposes stepped incremental costs for extra communications capacity with increase in sites included in distributed course delivery. The rule of thumb is that technology based learning is more expensive to develop but cheaper to deliver, particularly where economies of scale can draw in additional learners. The break-even point is calculated at incremental fixed costs of the selected technology divided by the delivery cost savings per student. Total cost is therefore given as: fixed costs + number of students x variable costs, to which stepped costs are added where appropriate to delivery circumstances.

Cost structure rationale is linked at the outset to phase of project development, where initial costs are associated with research and feasibility studies and subsequent development and production. These include project scoping, course design and programming, pilot testing, implementation and delivery. Itemisation of cost elements follows, which may include cash and in-kind support. Cost components may be identified as in common with other projects which will spread the cost, such as with investments in computer hardware whose use may extend beyond the lifetime of the project or indeed training function itself.

2.3.2
UK experience

Model 3: Determining hidden costs of networked learning

In the UK, the Joint Information Systems Committee funded a study at Sheffield Hallam University to identify more precisely those costs of e-learning associated particularly with network access. Their 1999 report recommended a higher education shift towards an Activity Based Costing model for e-learning and classroom teaching alike. Significant hidden costs related specifically to staff time for learner support, rated more highly for online learners than for conventional distance learning via telephone and correspondence. A survey of five costing methodologies found broad agreement around the following cost categories: human resources; development, production and delivery; equipment and consumables; facilities and administration. A course life cycle approach was proposed that would separately cost three phases: planning and development, production and delivery, maintenance and evaluation.

With their long experience of providing distance education to academic learners as well as industry, the UK Open University (OU) is well placed to evaluate appropriate cost models for open learning regardless of technology platform or target group. Their early survey with Coopers & Lybrand compared relative costs of traditional and open learning in a number of case studies introducing open learning into mixed sector companies of varying sizes. At the time of the survey (1988-89), the widest used open learning techniques involved self-paced study using workbooks, audio/video tapes, and interactive video as well as computer based training. 

Despite evidence of reduced costs of this mode of training, the more flexible delivery pattern which avoided opportunity costs of staff time away from work was found to be an overriding benefit amongst pilot companies. Other positive effects were the ability to cope with the demands of shift work and individual as well as mixed group training needs. Even at this embryonic stage of technology based learning, the importance of providing appropriate learner support was noted alongside the potential high initial cost of developing materials, although this was recognised to dwindle with increasing numbers of trainees and length of course life cycle. A useful checklist suggested that open learning would be advantageous to conventional training to reduce employees’ time off work, release trainers and managers for other duties, and avoid associated travel and accommodation costs. 

Mike Morris reinforces these points in the Marchmont online discussion:

‘It is also interesting to look at some of the reasons corporates give for believing that e-learning is, or will be, cost effective. One often cited is the reduction in travel and accommodation costs. If we can reduce the number of times a student has to travel we are saving them money … But another reason they often give is standardisation of materials and not having to constantly reinvent the wheel. This is very relevant in other contexts and could considerably impact on both costs and quality.’

A study into open learning in SMEs commissioned by the DfEE in 1994-95 confirmed the cost effectiveness of open learning to participating companies and set out further details of relevant direct and indirect costs, including management time, facilities and overheads. Further evidence of the above cost benefits for businesses engaging in ‘telelearning’ was provided by a European team in the EU-funded Telescopia project, which piloted an advanced telematics infrastructure for distance learners. Economies of scale were present in delivery over a range of interactive applications that produced consistent break-even calculations. Again the high cost of learner support was noted as a limiting factor to the volume of potential learners. 


Dr Greville Rumble built on the OU’s and his own substantial expertise in costing open and distance learning in his definitive text (Rumble, 1997). Designed to cover a wide range of media and delivery including e-learning, Rumble considers budgets and recurrent expenditure, analysis of revenue costs, capital depreciation and overheads, course design and format selection, cost efficiency and effectiveness and varying rates of return. More recently he has emphasised the necessity for higher education to make a business case for e-learning, and cites a number of additional cost categories for networked learning identified in the University of Exeter ITATL study: infrastructure, maintenance, security, and overheads.

Clearly it will behove UK industry to reconsider the cost benefits and effectiveness of e-learning if it wishes to retain a competitive edge in the global marketplace.

2.4 The SME market 

2.4.1
The value proposition

In order to consider economic drivers that might encourage SMEs to embrace e-learning, workshop delegates acknowledged that all sectors need to understand the value proposition attached – whether public or private sector, individual, organisational or state. SME owner/managers need to see the bottom line impact for their business, where sales and employability are major motivators. They also are rightly distrustful of hidden costs, particularly when weighing up the advantages of an offer with unknown implications.

A key message comes through from key stakeholders in all sectors, whether practitioners, intermediaries, providers or SME learners themselves. Once the value of learning (the value proposition) to the enterprise is made clear, companies are prepared to pay for their learning. As we have seen above, in the corporate training practices so well established in the US the value of learning is explicit – and investment naturally follows. 


For the University for Industry, determining a value proposition for small to medium-sized enterprises is essential to disseminating the benefits, and increasing uptake, of learning. Unlike in larger companies, SME resources available for learning are constrained and there is more evidence needed of returns at the bottom line. Although learning is one of a range of strategies available for improving competitiveness, in individual cases it may be the determining factor for enhanced effectiveness and productivity.

One of the strongest messages to come through at Marchmont workshops is the need for a closely targeted approach when assessing the learning needs of individual SMEs. The value proposition must be demonstrated to be of benefit in addressing needs effectively at all levels, from employees through to managers up to company wide interests. As with the example above, there is good evidence that e-learning is able to add value to enterprises in its flexibility, rapid results and cost effectiveness, particularly where mentoring is employed. 

2.4.2
Current ADAPT work


The European Social Fund’s (ESF) Objective 4 ADAPT programme has been successful in piloting a number of approaches to engage SMEs in learning. Across the UK, hundreds of projects in successive funding rounds have been underway since 1996 which make use of innovative local and regional partnerships and ICT-based learning. Excellent responses have been received from SMEs to programmes which benefit from subsidised training; enhanced access to hardware, software and the Internet; targeted training needs analyses; and demonstrated transnational good practice. Programmes also benefit from detailed knowledge of the regional business community by leadership of local training providers, who are able to ensure relevance to local needs.

The ADAPT programme has done much good work to develop a body of evidence on how to encourage SME participation and take ownership of their learning. Lessons learned have stimulated activities across the UK, and companies have derived lasting advantages in contacts and knowledge from their involvement with the programme. As with all short term initiatives, however, the longevity of beneficial approaches is called into doubt once funding and subsidies cease. The greatest achievement of ADAPT will be to transfer its successes into the mainstream learning market and firmly establish good practice on a self-sustaining basis.

As seen from the above, there are many models to which SMEs can look when reviewing their current and future learning needs. Future developments in electronic commerce and global networking are not likely to halt the pace of change, nor the increasing pressures to remain competitive by keeping up with rapidly changing technology, markets and legislation. Whether lessons are learned from corporate universities, large organisations or innovative partnerships, the value proposition must be established by the SME to take the decision to invest in training.

3 Stimulating investment in learning

3.1 Introduction

Key to forging a learning society is the development of a culture in which individuals and their employers are prepared to invest in learning.  Many larger employers currently invest extensively in learning whilst the majority of smaller employers have far lower levels of investment, preferring instead to concentrate on informal learning.  For many individuals, learning is not seen as a priority in which they will invest. Again investment in learning by individuals tends to be concentrated in those who have already benefited from learning. In this section we explore incentives to investment by individuals and employers in learning.  A range of incentives already exist, designed to drive demand for learning and stimulate investment.  These include Individual Learning Accounts, tax reliefs and various other public sector subsidies.

The following questions arise:

· What are the most important factors in stimulating individuals and employers to invest in learning? 

· Under what circumstances should responsibility for investment in learning lie with companies, individuals or the state? 

· Are there interesting examples from the public and private sector of initiatives that have been successful in stimulating such investment?

· To what extent do the current range of initiatives support the widening of access?

· What particular initiatives are most effective in attracting non traditional learners?
3.2 Return on investment

Stimulating investment in learning by individuals and employers is seen as a necessary condition to delivery a lifelong learning society. As The Learning Age Green Paper states, ‘learning benefits everyone so it should be a shared responsibility’ ( ). The challenge is how best to achieve it.

According to the Skills Task Force research paper on funding ( ), ‘employers continue to make the largest financial contribution to learning at work in Britain … according to a recent estimate they invest £10.4 billion a year in training their workforce’. The significance of this investment is clear when compared with that of the public sector (£1.45 billion) and that of individuals (£130 million). However, we know that this investment tends to be concentrated in the larger companies and that those individuals who invest in their own learning tend to be already the highest skilled.

The increasing emphasis on the knowledge economy will continue to drive the need for individuals and employers to invest in learning. Much evidence is emerging that people will invest in that which they value, and that the traditional view of learning as ‘free’ (under state subsidy) greatly undervalues its potential as a development tool. However, strategies must be found which engage those employers and individuals who do not currently invest in learning, if they are not to be further marginalised by these global developments. But what strategies are most effective in stimulating investment in learning and can they be replicated?

An important issue for individuals and employers when considering whether to invest in their own learning is the return on that investment. Defining return on investment goes beyond simple calculations of financial worth, to wider issues of personal development and social benefits. Here again the ‘value proposition’ comes into focus, but with the proviso: whose value? On closer examination, distinctive value propositions emerge for individuals, enterprises, the economy and society. Each set of benefits retains its own features and interests which do not necessarily match. 

3.2.1
Dispersion of responsibility

At the Marchmont funding workshop, discussions highlighted the need to ascertain where responsibility for investment in learning lies when sets of learning goals are different. Although learning can rightly be considered a public good and therefore worthy of investment, it is important for current initiatives not to be seen simply as efforts to drive up private and individual investment in learning to take the responsibility off the public purse. Historically public funding of adult learning post-16 has tacitly reinforced a model of diminishing investment as returns become visible. Full subsidies are available on a very limited basis, with transfer of responsibility for payment assumed as benefits accrue to individuals and enterprises.

The Dutch researcher Jittie Brandsma ( ) raises the questions of appropriate targets for public funding, and whether it should:

· function as a ‘safety net’ for those who would otherwise be unable to access learning, or

· be focused on enhancing private investment in training?

Brandsma acknowledges that the ‘dispersion of investment responsibilities’ is a complex issue, drawing on political implications as well as the assumption of co-operation that underpins a lifelong learning society. She identifies two issues of particular importance in establishing that society:

· Under-investment in human resource development in SMEs, caused by organisational and financial barriers, but also due to an inability to foresee the benefits of training. Here, a cultural shift is most urgently required

· The position of the poorly qualified within enterprises, who lose out on training: evidence confirms that it is mainly well-educated, professional staff that benefit from training budgets. European semi-skilled and unskilled workers are in danger of marginalisation throughout the EU 

Delegates at the Marchmont funding workshop regarded appropriate targeting of incentives as critical: to ensuring they would match groups’ own perceptions of value, and taking ownership of responsibilities for investment. Relevant agendas for state funded initiatives would be social inclusion, and learning as a public good. Businesses would pursue different criteria according to commercial values of efficiency, tangible results and competitiveness. Individuals could respond to a variety of motivations which might or might not include personal development, recognition, financial reward or job retention. Attractiveness and ‘fun’ would enhance the learning experience and distinguish it from possible pre-existing impressions of statutory education. In all cases, quality is an important consideration.

Participants agreed that responsibilities for investment reside with benefits:

· where economic, with the state;

· where work-related, with the employer;

· where personal, with the individual. 

At the workshop, Tom Bewick for the National Training Organisation confirmed the value of perceived benefit of learning in stimulating investment by industry sectors. His presentation and the subsequent discussions agreed that this could be reinforced by such drivers as legislation and regulatory environments, changing technologies, supply chain requirements and kitemarking initiatives like Investors in People. 

Tom referred to the particular challenge presented by the ability of SMEs in all sectors to foresee skills that they would require to remain competitive in future business environments. With a tradition of short-term planning, ‘fire-fighting’ problems and a preference for ‘just-in-time’ training, SMEs tend to retain historical practices that have had commercial success in the past rather than to look ahead. There is a time lag between competitiveness and productivity, where in essence SMEs are relying on postdated information to predict future needs. The NTO’s Skills Foresight Programme aims to encourage industry sectors to predict in advance their perceived skills gaps and shortages. New post-16 education measures will also strengthen the provision of labour market information in identifying skills needs, and the role of Learning and Skills Councils in its interpretation and dissemination. 


3.2.2
Techniques of measuring ROI

In his 1997 text, Rumble( ) of the Open University characterises cost benefit in education as measuring in economic terms ‘the benefits of education to the individual and to society’, identifying both a private and a social rate of return that appertain in each case. Private investments may result in higher levels of income or expanded cultural participation, giving an individual rate of return that exceeds those anticipated from alternatives. Social rates of return reflect how far ‘society as a whole benefits from its investment in education’, and developed out of human capital theory and its requirement for different types of economic analysis.

The European Centre for the Development of Vocational Training (CEDEFOP, ) explores human resource accounting (HRA) experience in Europe as a means of assigning a value to human capital – ‘the knowledge that individuals acquire throughout their lives and use to produce goods, service and ideas in market circumstances’. HRA refers to the ‘various approaches, terms and definitions used to identify, measure and provide information about human capital in enterprises’. Its applications extend beyond cost and revenue accounting to include:

· as a political tool, to advocate improved management and stimulate investment;

· as a pedagogical instrument, to analyse personnel problems and balance varying sets of values;

· as a decision-making aid, to guarantee rational and appropriate management. 

Delegates at the Marchmont funding workshop welcomed the potential contribution of HRA: to improve the human capital ‘balance sheet’ by making training visible in enterprises. However, they foresaw problems with a regulatory mechanism that might introduce HRA as an accounting requirement in SMEs. Although benchmarking development might result, excessive regulation could impose additional administrative burdens and uneven reporting would yield inconsistent data.

Companion CEDEFOP publications ( ) address the challenges for HRA and other approaches in measuring the benefits and returns of investment in human resources. Barrett and Hovels( ) survey all-important links with tangible outputs in the research literature, where investment returns in terms of higher wages and productivity are positively associated with the process and types of training. Further evidence suggests that training received from one employer increases productivity and wages with another, which is confirmed by ‘poaching’ activities in SMEs and a tendency to recruit ready skilled staff rather than to train. Positive benefits also accrue to those employees that have chosen to train, as compared with those that have opted out. The authors recommend further research into evaluating types of returns on investment and how these relate to more general objectives, including those more subtle effects of informal learning within enterprises and changes in behaviour that will improve productivity.

In the Marchmont online discussion, the London Skills Forecasting Unit confirmed the value of productivity as a key indicator to measure the benefits of training for companies. The Unit are working with economists to use the human capital approach to determine returns for companies in terms of productivity and growth. They are also pursuing studies to demonstrate the cost for firms by not training in loss of competitiveness and inefficiencies.

The issue of measurable benefits is also significant when applying the knowledge capital model, the intangible resources that determine the value of the knowledge of an enterprise: employee competence, internal and external structures. In reviewing the related concept of intellectual capital, Watkins and Callahan( ) identify three levels of investment in its management when applied to educational technology resources: strategic, including core competences; focused, including competitive analyses; and general, relating to industry trends and policies. Other commentators( ) extend the function of ICT in calculating actual and projected returns on investment in education and training via a Web-based electronic performance support system (EPSS).

The American Society for Training & Development (ASTD) considers evaluation mechanisms for electronic learning( ), where measures of effectiveness include return on investment. Action research questions on rationales for evaluation in terms of programmes, resources and investment returns are partnered by case studies illustrating practical applications in corporate environments. The need to compare with, and isolate results from, evaluation of traditional classroom-based training appears throughout.

3.3 Supply side initiatives to stimulate investment

3.3.1 European models

In 1999 CEDEFOP published a series of country portraits looking at the financing of vocational education and training (VET) in a number of European states ( ), at a time of considerable transition of VET systems generally across Europe.

A variety of approaches are used to stimulate uptake of and investment in learning opportunities.  These reflect the individual culture of funding systems for initial and continuing training in each country. Variations were typically found in the proportions of private to state funded provision, as well as strength of co-operation with regional and local business groupings such as chambers of commerce and industry sector bodies. 

Funding is drawn from a mixture of contributions from employers, individual employees and state subsidies and a range of compulsory to voluntary measures were identified. Several country examples are summarised below.

France 

Compulsory training levies as payroll contributions are set according to size or sector of firm (typically 1.5%) and invested in the enterprise training plan, for which the employer takes financial and educational responsibility. For independent workers, eg farmers, traders, free-standing professionals, there is a special compulsory levy to a government-authorised agency for training provision. 

There are national multi-sector agreements between employers’ associations and the trade unions. Training is funded from the levy on payroll, social partners’ resources (eg unions, regional and central government) and employee contributions. Higher contribution levels prevail in the public sector. For the private sector, there are collective agreements set up on either a national sector basis or on a regional multi-sector basis.

France makes use of training vouchers or ‘cheques formations’, covering training from a list of approved providers and often in specific areas, such as language learning or ICT. They are targeted to young people, particular industry sectors and employees of SMEs.
Denmark

Both the Ministry of Education and the Ministry of Labour share training responsibility for continuing vocational training. Employees are taxed to contribute towards labour market training and unemployment in systems designed to link demand to employers’ levies. Availability of providers’ training is also linked to demand, with government matching demand to available resource through allocation of funding to industry sectors.

In practice, workplace financial resources cover over two-thirds of the cost of continuing vocational training in Denmark when all cost factors including absence from normal duties are taken into consideration. The concept of combined training programmes has been introduced in Denmark, where an unemployed person can substitute for an established employee whilst that person receives specific in-service training. Innovative programmes have also been developed in brokering and mentoring in SME networks.

Austria

There is a strong cultural tradition of using private resources to invest in personal training, which employers support by offering paid leave. Commercial enterprises invest on average 0.28% of annual turnover in continuing training for their employees.

Federal financial support is available for adult education associations and institutions, which are various supported by chambers of commerce, the Austrian Trade Union Federation and the chamber of employees. Training can also be funded by public authorities at a regional or local level.

Austria introduced a classical training voucher scheme in the 1990s, in which individuals wishing to participate in learning can secure a financial entitlement towards its cost. All the cost is paid, and part is reimbursed.

The Netherlands

The private sector is principally concerned with the continuing vocational training of the employed in the Netherlands. There is indirect public funding of training from tax relief, and some subsidies available to top up private funding of training. These often include a time-limited payroll levy between employers and staff. Contributions are made by firms in the individual trade sector and supported by collective labour agreements, the majority of which contain provision for education and training. Although special efforts have been made to draw SMEs into the training framework, agreements have failed to have much impact. 

Additional incentives are available through government ministries, which severally fund courses to provide entrepreneurial training for individuals wishing to start their own business, and also offer tax and benefits for young adults to participate in study or training.

Finland

In-service training is funded by employers in Finland. There is separate provision for adults to study basic vocational qualifications and “additional vocational training”. Public sector training may be delivered at Adult Vocational Training Centres maintained by municipalities, federations of municipalities or limited companies, or at Institutions for Specialised Training owned and maintained by the employing enterprises. 

The Ministry of Education provides funding to each provincial offices to enable the funding of courses leading to a vocational qualification. There can be activities resourced by hybrid funding involving contributions from a mix of state subsidy, employer funding, and contributions from employees and other individuals. 

3.3.2 UK models

Compared to other EU systems, the UK market for continuing vocational education and training is relatively unregulated with voluntary involvement on the part of employers.

The UK portrait observes three historic traditions continuing to characterise VET investment in Britain:

· voluntary employer-funded training for a firm’s own employees

· state-funded education, including further education

· state-funded skills and employment training.

The legacy of Industrial Training Boards (ITBs) with their statutory training levies has remained in a few industry sectors. In engineering and construction and similar industries new technologies, shifting health and safety regulations and waste disposal requirements demand continuing training in a changing regulatory environment. Here, sectoral training bodies act as providers of commercial services to companies in their home industry which are prepared to make mandatory contributions towards workplace initiatives. For other sectors, contributions may be voluntary.

Tom Bewick also highlighted the continuing cultural divide between private and state-funded education and vocational training. The widespread perception remains of education as for the elite, where fee paying students stand apart from school leavers and go on to receive continuing training once fully educated. School leavers in general fare not so well and are likely to consider themselves ‘failures’ of the system, with poorer motivation to learn and lower basic skills.

Delegates at the workshop confirmed the challenge of restoring ‘parity of esteem’ between education and training, where vocational education is perceived as less able. They regarded higher education as a less marketable commodity and subject to a different set of inherited values than pertains in the commercial training world. The potential impact of technology based learning has a real opportunity to widen access and stimulate commercial provision, but with unknown implications for public sector institutions. The flexibility of technological learning in multiple formats permits innovative delivery, attractive to non-traditional learners in novel learning environments. The more responsive and manageable fee structures associated with technology-based learning were also agreed to be more convenient for new learners.

Output-related funding

The UK vocational education and training system is unusual amongst European states in its use of output-related funding (ORF), as a performance measure and as a stimulus to training activity and investment. ORF is used  by policy makers to assess the effectiveness of training outcomes in relation to enrolment and attendance statistics (eg training inputs). It offers training providers the benefits of flexibility in type of learning, enhanced performance evaluation, increased value for money through improved achievement incentives, and simplified administration. In the UK, ORF has been principally used by Training & Enterprise Councils (TECs) as part of their negotiated agreements with private and public sector training providers.

A number of commentators however have expressed dissatisfaction with overuse of ORF. Excessive reliance on outcome-based performance indicators can lead to bias in mix of courses offered and marketing to candidates who are most likely to achieve (‘creaming’), rather than be open to all. As a supply side measure, it is questionable to what extent the system truly reflects and responds to the demands and needs of individual learners. It is also debatable as to how well ORF provides information  on the quality of the learning experience. Although the system is used in a limited way in the US to track federally funded employment and training, EU countries have not widely embraced ORF although it has been under consideration in the Netherlands.

Output related funding has not been specifically included in the Department for Education and Employment post-16 review that will establish the Learning and Skills Councils (LSCs) from April 2001. Although much has been left to the discretionary powers of the local LSCs to make provision for local needs, indications are that there will be a general move away from ORF towards performance data linked with attendance. Delegates at the Marchmont workshop were not convinced of the utility of continuing any formula based funding under the forthcoming LSC framework, feeling it to be excessively supply side orientated and not sufficiently linked to the needs of the learners. Here again, ultimately the question becomes one of where responsibility lies for learning.

Since 1997, significant shifts in funding policy have been noted towards: planning, rather than market mechanism and competition; increasing responsibility for investing in training amongst individuals and companies; and targeting delivery for the socially excluded. The report considers that the UK has gone farther in its VET development than other European countries by:

· extension of the purchaser-provider model to training

· clarification of training provider targets

· developing a more ‘demand-driven’ approach

· increasing flexibility of learning provision and delivery.

The nature of skills-based training investment in the UK is the subject of another report published as part of the Skills Task Force research programme                                                   (). It reviews in detail the outgoing funding methodology for VET provision and delivery through Training & Enterprise Councils and further education colleges, including existing schemes aimed to drive up participation by adults and young people. Allocations of block funding into the several TEC budgets covering work-based training for young people and adults are highlighted, along with the increasing role of National Training Organisations in jointly developing training frameworks for National Vocational Qualifications.

3.4 Demand side initiatives to stimulate investment

3.4.1 Investors in People

Arguably the most successful initiative of the 1990s in stimulating investment in learning amongst UK companies has been the Investors in People (IiP) programme ( ). IiP has made significant progress towards embedding employee training targets within an overall business development framework offering award certification to large and small companies alike. Currently one-third of the UK workforce is employed by organisations which have attained the IiP standard. Future transitional arrangements planned for the post-16 education and training funding review aim to extend recognition to 10,000 SMEs and 45% of large companies by 2002. 

In a bid to increase participation of SMEs in IiP, between 1997 and 1999 the Government targeted companies of between 10-49 employees as Small Firms Development Projects. Evaluation of their feedback yielded the following findings:

· positive use of groups for training and workshop delivery

· need for simplification and targeting of IiP materials towards SMEs

· streamlining of the assessment process

· use of ICT to improve delivery efficiency.

Marchmont workshop delegates agreed that the IiP initiative has been generally successful, but cautioned that the ‘badge’ it signifies to companies may not represent a more fundamental shift in their attitudes towards learning.

3.4.2
Individual Learning Accounts and voucher schemes
Individual learning accounts represent the voucher type of demand-led training funding, whose use has been established within the European Union as a system of ‘training credits’ for continuing flexible learning. In some cases, their use has been specifically linked to the introduction of market principles into education and training in conjunction with purchaser-provider systems. Vouchers may be privately or publicly funded, according to the following types:

· direct, where payment is made to the consumer;

· indirect, when channeled through training providers;

· quasi-vouchers, without a specific monetary value, for entitlement to training

· pure vouchers, with a nominal face value, for direct exchange.
Vouchers aim to provide consumer choice of channels for personal development and promote competition amongst private sector training providers. Where governments part-fund initiatives, objectives are often to stimulate demand for and increase investment in learning, and address market failure by opening up the market. Their use is considered well indicated where rebalancing or redistribution of opportunities are needed to create more equitable access to post-compulsory education and training. 

In the UK context, Individual Learning Accounts (ILAs) mark a transition from indirect TEC-type frameworks through to learndirect. ILAs are designed to widen and increase participation in learning for adults, whether based in the workplace or accessing learning opportunities from home ( ). They aim to:

· create a more skilled workforce

· encourage people to take ownership of their own development

· raise awareness of the benefits of learning

· increase private investment in learning.

ILAs have been under development since 1998, with a range of pilot approaches to test the concept reviewed in 1999. ILAs are conceived as a partnership initiative between government, employers and individuals, providing a package of tax incentives to both individuals and employers to encourage their uptake within the workplace. 


Under the scheme, a government contribution of £150 to ‘kick-start’ learning will attract a further payment of £25 from the individual learner. Tax relief will be available to employers on additional contributions made, and tax and national insurance relief for employees on employer contributions. Designed as a ‘membership’ scheme, ILAs should also provide access to additional discounts, benefits and learning opportunities. Early user feedback to make ILAs even more responsive to individuals’ needs includes more flexible payment arrangements.

Concern was generally expressed at the Marchmont workshop that ILAs looked hopeful but might only represent a ‘cosmetic’ shift of resources to the demand side, appealing to those who would have been prepared to pay for learning in any case. The EDAP approach was recognised for its success in broadening access to learning, but delegates questioned its sustainability in the absence of employer support. 

Views echoed an earlier lively exchange in online debate on the Web site, where Liz Smith of the Trades Union Congress strongly made the unions’ case for ILAs’ effectiveness in widening workplace participation in learning. In Fife, collective involvement of employers and unions in ILA promotion had likewise been effective, with well targeted, good quality guidance particularly successful. Sheffield TEC  cautioned that ILAs be used to open up a new learning market rather than substitute for existing training funding, whether by employers or invidividuals.

3.4.3 Union and Collective Learning Funds

Trade unions have already played a major role in introducing ILAs into unionised workplaces through such initiatives as Bargaining for Skills and Collective Learning Funds (CLFs) ( ). Heralded in The Learning Age, union learning representatives have introduced CLFs to widen access to non-traditional learners in workplaces and beyond. CLFs are operated on a collective basis for groups of workers and may be managed by employers, employees, or via joint arrangements. 

The Trades Union Congress considers that the main purpose of a CLF is to support employee personal development in a number of ways:

· supporting ILA access by lending to participants the minimum ILA contribution

· assisting employers to save by making use of tax incentives

· providing continuing financial support once original funding has been exhausted

· helping with individual loans for learning, including help with financial agencies

· establishing workplace learning centres, including acquisition of hardware and software and courseware purchase and development.


Collective Learning Funds offer participants the chance to access top-up funding to augment an existing package of ILA contributions, and may be used for both job-related and broader learning opportunities such as those in Employee Development Schemes. They help to tackle inequality in training and stimulate investment amongst those on low incomes or with poor credit ratings. By offering continuing advice and guidance on learning, union learning representatives add value to ILAs and enhance their own portfolio of services. Liz Smith for the TUC, on the Marchmont Web site, confirmed that the use of Union Learning Funds added value to ILAs by offering sustainability through top-up funds, individual advice and guidance and learning plans.

The role of union learning representatives (or ‘learning advocates’) is broad and expanding. Of particular benefit is the information, advice and guidance they are able to offer to employees to match their individual learning needs. They are able to represent staff interests and negotiate with management to set up ILA programmes, which they monitor post implementation to ensure continuing benefits for all. Learning advocates are also able to liaise with local training providers such as colleges to make courses available to employees on a more flexible basis, which was a key output of the Ford EDAP programme.

Marchmont workshop delegates endorsed enthusiastically the collective approach to developing training embodied by the Union Learning Fund. Collective learning agreements were most useful in helping to untangle and balance the distinctive needs of, and benefits for, companies and individuals.  

3.4.4
National Training Organisations (NTOs)

In their final report, the National Skills Task Force calls for a greater role for National Training Organisations in workforce development to contribute to the mission of the University for Industry. According to their Prospectus, NTOs aim to provide ‘strategic leadership and practical guidance about skills and qualifications needs (for their [industrial] sector) and how the learning needs of people can be met through training and education’. In their 1999 discussion paper ( ), NTO National Council (NTONC) sets out its own agenda for increasing skills investment in the knowledge driven economy, where shared models in partnership become the norm:

· NTOs, sectors and employers must have maximum flexibility to raise skills

· Investment in foundation learning should have parity of esteem with vocational routes

· Incentive structures to be set up requiring contributions from all stakeholders

· Demand focus, according to recommendations by Skills Foresight and workforce development plans.

Following a 1999 skills survey, NTONC launched a consultation on proposals for workforce development plans amongst industry sector bodies and interested stakeholders. Results will inform a common framework for plans which will respond to the general and individual needs of all sectors.

At the Marchmont workshop, Tom Bewick of the NTONC identified five ways that state investment in learning might be stimulated:

· State entitlements

· Financial incentives, including loans and tax credits

· Higher quality, targeted information

· ICT and online learning

· Regulatory legislation.

Future possibilities for NTO activities in stimulating investment include identification of industry sector best practice (such as is emerging under the ADAPT programme) and the development of portable training loans, whose investigation is presently underway. The NTO sees the latter as an initiative to balance the rights and responsibilities of employers providing training.

Although portable training loans would represent an additional challenge to cash flow management, their main advantage is that they are designed to be transferable between employers. The system under consideration is for an employer to apply for a training loan to be attached to an individual member of staff, for whom the employer agrees to pay interest on the loan until the training programme has been completed. If the employee were to be ‘poached’ by another firm, or leave the employer, during the course of their training, responsibility for loan repayment would pass to the new employer; should the employee leave sectoral work altogether, loan repayment would become their own responsibility. The NTO would underwrite any loan defaults. There is a pilot scheme currently running in which training loans of £5000 have been issued to 1000 employees in industry sectors. 

Delegates at the Marchmont workshop welcomed the NTO portable training loan scheme in its efforts to make responsibility for training investment visible, and indeed to raise awareness of the importance of portability, transferability and employability in training initiatives. Voluntary measures by industry sectors can only add to the promotion of training, and training levies deserve continuation where they are still perceived as meeting their needs by the sectors themselves. Although ADAPT funding in industry sector training is in itself short term, it can still act as an effective change agent over a longer period.

Some concerns were expressed as to whether portable training loans would in reality act as a barrier to poaching, nor respond to the more usual practice in SMEs: for skills to be recruited in, rather than an employee to be trained up in post. It was felt by delegates that the portable loans might actually act as a complication and an additional disincentive for companies to invest to training. Workshop participants suggested that it would be more equitable, and effective against poaching, for individuals to take over responsibilities for their own training loans were they to leave an employer. 

3.4.5
Concluding remarks

A further range of short-term initiatives have been piloted and evaluated by the DfEE in the period 1996-99 to stimulate investment in training by SMEs in particular ( ). These inter alia include: Small Firms Training Loans, Skills for Small Businesses, Skills Challenge, Employee Development Schemes, Local Competitiveness Budget, and Career Development Loans for individuals. These were aimed at piloting approaches specifically targeted to reducing barriers to learning in small businesses, and included joint initiatives with the DTI. All have informed developments under the post-16 review. Space does not permit more detailed coverage of the many contributions that these programmes have made, but enquirers are directed to the DfEE Web site at http://www.dfee.gov.uk/research for fuller analysis and evaluation. 

Overall, workshop delegates’ message to Government was that future developments for stimulating investment in learning need to address a long term, non political strategy. The future role of public institutions needs to be considered in light of the introduction of the commercial marketplace in the shape of e-learning. Whether public sector training providers are likely to enter partnerships with the private sector, be squeezed out or eventually become the subject of cross-subsidy, alternative scenarios require careful thought as to the future position of the public sector in the emerging market.

With interpretation and targeting of labour market information high on the agenda for the new Learning and Skills Council, there is a possible role for colleges and universities in helping to determine future labour market needs, develop industry training programmes proactively and liaise with the labour market on a continuing basis. Beyond the range of generic, ICT and basic skills addressed for development in the National Skills Task Force final report, there is also more investment needed in ‘soft’ skills within an integrated perspective.

The role of informal learning in stimulating investment, although less visible, also needs further consideration and capture of its impact within and beyond the workplace. Individual commitment of time to learning on an informal basis is equally as deserving of financial investment as a more structured programme. Marchmont Web site online discussion saw informal learning as perhaps leading incrementally to a more formal framework for funding purposes, but cautioned that this in itself might become a disincentive in due course.

Finally, workshop delegates and practitioners unanimously regarded ‘free’, subsidised learning as the most powerful incentive of all. The greatest challenge is in sustaining the momentum for investment beyond the period of financial support. 

4
Public funding of learning

4.1
Introduction
The closing stages of public consultations for the Government’s wide ranging post-16 review of education and training coincided with Marchmont online discussions of public funding of learning in June 2000. At the same time, development of the University for Industry has also continued to take shape as it moves towards its official launch in autumn 2000. As a ‘hot topic’ for continuing exchange and debate for policymakers, researchers and practitioners alike, both initiatives have dominated discussions of public funding of learning amongst the Marchmont community. Since the University for Industry occupies its own distinctive space for innovative provision within the post-16 review, the two strands have been treated as linked for the purposes of this report.

Government subsidises the provision of learning through a wide range of routes.  From direct grant funding to learning institutions, individuals and companies or through performance related contracts.  The nature of the funding mechanisms and the performance indicators which accompany them will influence how the learning is targeted, the nature of the learning that takes place and how it is delivered.  Current arrangements for funding post 16 education and training are being reviewed.  The funding mechanisms that will underpin UfI and its delivery us also being developed.  A key issue also to be addressed is the funding of bite sized chunks of learning which may not necessarily be linked to the acquisition of formal qualifications. This section will examine the current proposals for public funding for education and training. 

· What mechanisms exist for funding bite sized chunks of learning and how do they work?

· How will the proposals for funding UfI provision affect delivery?

· How might this be made more effective?

· What programmes and funding regimes are currently seen as most effective in widening participation?

· What programmes and funding regimes are currently seen as most effective in engaging employers, particularly SMEs?

· What performance indicators are most likely to stimulate:

· flexible provision 

· widening of access

· achievement 

· retention

· How will the current proposals for funding post 16 education and training affect delivery of learning opportunities?
4.2 The UK post-16 review: crossing the great divide (education and training)

Provision of state funded education and training is at a crossroads in the UK. Far-reaching changes are underway that mirror adult learners’ own evolving attitudes and expectations, amongst shifting patterns of employment and lifestyles. The 1997 National Adult Learning Survey made a distinction between vocational and non-vocational learning: that relating to a job or occupation; and that undertaken for intellectual, social or other reasons. Such learning may be further sub-divided into taught and non-taught provision and through a range of modes, from structured delivery to informal exchange.

The culture of lifelong learning aims to redefine the traditional boundaries of education and training by integrating its benefits into work and leisure alike. Within this context the concept of useful or relevant learning becomes key, regardless of its field of application. The question is then, useful to whom: the employer, with enhanced skills in the workforce; the individual, with greater self-esteem; or the state, with a more productive population? Amongst all the positive outcomes of learning, which beneficiaries best merit financial support, and which channels are most effective for widening their participation?

The emergence of the ‘purchaser/provider’ model in public services has altered the landscape of public funding for learning in recent years. The purchaser/funder clarifies roles and responsibilities and commissions learning from the provider, which has generally stimulated a market economy in adult education and training. An attendant shift in emphasis towards learning outcomes has given rise to output related  funding systems,  particularly in vocational training.  One of the impacts of this has been to favour  those  learners who are  easily  able  to  achieve recognised results, yet takes little account of issues such as distance travelled and the devaluing of informal learning, favoured by some learners and employers.

It is probably worth here revisiting some of the statements on the role of public funding set out in the Learning Age Green Paper (DfEE), 1998 (1).  It states: 

"The aim of public funding should be to widen participation and increase attainment at all levels where this will benefit society most; for example, investment in the highest levels of postgraduate research strengthens our competitiveness. We propose the following priorities for public funding: 

· we will guarantee help with basic skills, with courses provided free at whatever age; 

· we will guarantee free full-time education for young people up to the age of 18; 

· we will share with employers the cost of learning for young people in work (for example, Modern Apprenticeships); 

· we will share the cost of higher education with students through our new student support system; 

· we will make provision for the highest level of postgraduate education; and 

· we will target financial help for adults on those who need it most."

It goes on to say that:  "Public financial support for learners should be designed to: bring back into learning those who stopped after leaving school; address particular shortages; widen access for those who are disadvantaged; and enable individuals to choose the method of learning that suits them best. For other adults, the main responsibility will rest with them and their employers. The Government's role will be to provide incentives to adults to undertake training through individual learning accounts".
Delivery of this vision may to a large extent depend on the success of the new funding arrangements developed to underpin the new post-16 learning and skills provision. 
4.2.1 Background context

Throughout the 1990s, a succession of state measures targeting adult learners continued to make use of the traditional separate funding streams that characterise division between  education and training. Now, as we enter the next millennium, the proposed new support structures for post-16 learning aim to unify and extend access for all adults. As they represent a significant departure from past practice, it behoves us to examine their evolution to understand better their chances for success.

It was perhaps inevitable that the Department for Education and Employment, created in 1995 from constituent departments separately funding education and training, would seek to harmonise provision to the many groups of adult learners under its remit. By that time the Further and Higher Education Act of 1992 had designated the Further Education Funding Council as a non-departmental government body overseeing education facilities for post-16 learners( ). In a parallel move to promote workforce development, Training and Enterprise Councils (TECs) were set up in 1991 as independent contractors to provide government-funded vocational training programmes. These two bodies have been most influential in shaping the evolving framework for UK adult learning, each offering distinctive provision and operating to separate funding models as examined in more detail below. 

Between them the FEFC and TECs carry the lion’s share of initial and continuing vocational training in the UK. The FE sector consists of more than 3 million post-16 students attending over 500 general and technical colleges, whose offerings cover academic, vocational, access and special courses as well as leisure interests. TECs are responsible for work based training for adults and young people, and make available the National Vocational Qualifications (NVQs) award framework for measuring skills and competencies in the workplace. 

4.2.2 Present funding models

Further education

Prior to establishment of the FEFC allocation of resources to further education colleges was based on the needs of a full-time equivalent (FTE) student, and was traditionally calculated according to historical precedent of what had been spent in the previous year( ). Such expenditure was likely to be based on a count of ‘starts’, or enrolments at the outset of each academic year. The new FEFC funding formula developed a methodology based on a recurrent block of funding, rolled forward in conjunction with projections as to growth of programmes and number of students as a ‘demand led’ element. Individual colleges are assigned a tariff value for the total of standard funding units making up its particular mix of education and training, with selective programme weightings depending on students and subject areas. 

Within the system census counts are taken at several stages throughout the academic year to determine numbers of students on programme. In conjunction with the entry/enrolment figures, on programme funding encompasses ‘all activities of learning and accreditation of achievement, general and specific support services and enrichment’. Achievement is measured as a separate outcome, usually for nationally recognised qualifications.

Although widely welcomed for the greater visibility afforded to funding programmes in progress, recent years have seen failure by colleges to achieve projected results. Shortfalls have reduced central funding levels which in turn have restricted growth of student numbers, despite a general drive to increase enrolments throughout the sector. Other difficulties have been caused by the opening up of the learning marketplace, where competition from other education providers for a limited pool of students has unbalanced local provision.

Training & Enterprise Councils

TECs work according to a government operating agreement which sets out their annual contractual obligations, monitored and overseen by regional government offices. Contracts are negotiated according to the number of training places delivered and levels of training available through public and private sector providers. Payments are made by results, including qualifications achieved and successful work placements. Again, different weightings are assigned depending on courses of study pursued and responsiveness to local learning markets. TECs’ budgets devolve into a number of headings, within which specific work based training initiatives are funded for young people, adults and the unemployed. Amongst other schemes, TECs have been responsible for promoting the Investors in People scheme amongst medium to large sized enterprises (>200 staff). 

Like further education colleges, the introduction of performance tables for comparison purposes has sharpened competition between TECs, which was already underpinned by their business development strategies( ). Flexibility with budget headings meant that a proportion of resources could be shifted between funding channels, and underspend in some areas might be reutilised elsewhere. A general migration towards output related funding had grown to almost 70% of some TEC budgets by 1997, where achievement of targets within certain high-rated programmes could be enhanced through judiciously tailored training provision. Where targets included those with disabilities, special needs, ethnic minorities and inner city residents, early signs can be discerned of efforts to widen participation amongst non-traditional learners.

4.2.3 New post-16 funding arrangements

Learning and Skills Council and partner agencies

The Government proposes to establish a new Learning and Skills Council (LSC) in April 2001 to match the vision for post-16 education and training set out in their Green Paper, The Learning Age( ). The LSC is planned to take over the activities of the Further Education Funding Council and Training and Enterprise Councils to form one body overseeing post-16 learning. Enactment of current legislation will allocate around £6 billion envisaged to target almost six million learners( ), delivered via a network of 47 local LSCs. 

At the heart of the LSC's structure is its funding formula - the mechanism through which at least 80% of its £6 billion annual budget will be distributed. This formula, or 'core approach', as the DfEE describes it, includes elements which specifically address disadvantage and special needs. Following the principle that 'the money should follow the learner', support will be tailored to the individual’s needs and circumstances. Those learners and employers, able to contribute, will be encouraged through subsidies and discounts. It is anticipated that a greater share of public funds can be centred on those in most need.

Objectives of the new funding system are geared to:

· promote excellence, high quality and value for money through learner centred funding, consistent standards, flexibility and innovation

· be responsive to the demands of individuals, communities and employers including vocational and non-vocational learning and employability

· maximise participation and social inclusion, with attention to the needs of disadvantaged learners, economic regeneration and basic skills

· support the Employment Service to guarantee employment and a trained workforce.

The proposed system aims for transparency and objectivity, advocating the use of a balanced funding formula which builds on further education experience. It recognises programme core costs and cost weightings for differential programmes, including elements of: entry numbers, course length, retention, achievement, location, disadvantage and mode of delivery – the latter particularly important for learndirect provision. 

Where individual and employer contributions are concerned, the general principle is for some contribution to be made by individual learners, although employers should be responsible for paying for job-related training. Flexible workforce development budgets will be utilised to engage local employers in training plans. Existing training schemes under the TECs will be developed to provide ‘parity of esteem’ of workplace and academic routes, including building closer ties with National Training Organisations and relaunching Modern Apprenticeships. The core cost formula is designed to be applied to work based training for adults and young people alike.

In a complementary strategy to improve coherence of post-16 learning, the Learning to Succeed White Paper( ) targeted for development a number of other agencies also involved in provision of education and training to individuals and small businesses. Chief amongst these have been the Business Links, which up to the present have included training initiatives in their portfolio of business advice services to small firms – most notably under the Investors in People scheme tailored to the SME sector. Under the new arrangements, Business Links were relaunched in April 2000 as an updated Small Business Service with parallel responsibilities to the LSC. Revamped assessment procedures spanning providers of post-16 learning have now proposed a Common Inspection Framework which will create a new Adult Learning Inspectorate, taking over from the Training Standards Council previously linked to TECs( ).

At the Marchmont funding workshop, Joy Danby expanded on the DfEE vision for post-16 learning:

· Widening participation to include a free entitlement to learning for all 16-18 year olds extends to adults requiring basic skills training, under a high quality, tariff based system

· Funding eligibility of candidate initiatives is evaluated against their relevance to policy objectives, their treatment of variable learner costs and their transferability amongst a variety of routes of education and training

· Transitions from earlier formula funding systems (such as output related funding) rebalance cost weighting towards delivery, complexity and achievement; include benchmarking and guidelines for exceptional use

· Provision for learners with additional needs covers disadvantage, geography, and transport in a matrix approach

· Payment of fees and contributions is allocated between the several responsibility holders: the state for qualifications, employers for workplace learning, individuals for personal development

· Learner support is available to underpin government objectives in social inclusion, National Training Targets and skills shortages; balance consistency and responsiveness to individual needs; encourage partnerships; and complement other learning

· Collaboration, of the type embodied by the unions’ Bargaining for Skills initiative, has particular potential for extension and development

· Interpretation and dissemination of regional and local labour market data by LSCs will guarantee relevance and currency of available skills information.

However, as more detail of funding and management emerge from a succession of policy and consultation documents, one fear is that the work-based sector continues to be poorly understood by policy makers. It is in the nature of work-based learning that to be effective, it has always to be responsive to the skill needs of employers. The skills taught may be transferable, but they must still be ones for which there is a demonstrable need among employers. 

In a recent paper for online debate, one expert commentator cast doubt on whether the current initiatives for skills promotion advocated by the National Skills Task Force are likely to be taken up widely by employers. According to Keep( ), policymakers are allocating to employers a dwindling role in funding workplace learning, in stark contrast to employers in other European countries that invest in workforce training towards the social capital of the nation. Essentially operating in an unregulated environment, the UK’s non-statutory contributions are much lower than in France, where training levies are mandatory, or in Germany, where co-determination in partnership underpins lifelong learning policy. Skills in Britain tend to be relegated to ‘third-order’ expenditure, where competitive strategies, work organisation and the goodwill of shareholders take precedence over individual workers’ development and potential. Related studies suggest that training investment for non-work related learning, as in EDAP, would not be generally supported by employers and that training without employer support would be unlikely to enhance promotional prospects within an organisation. 

Measures of progress are always important in learning, but in work-based learning this need not necessarily be centred solely on the achievement of accredited qualifications. Securing sustainable skilled work remains the arbiter of success. Achieving this requires a range of interventions, both formal and informal, and some which are not easily capable of measurement.

A recent article by the Unemployment Unit commented "responsiveness is the key but this need for flexibility remains misunderstood by those shaping the role of the LSCs, and developing the funding formulas and management systems" ( ). 

Flexibility lies at the heart of work-based provision.  This in turn lies in the variety of ways in which knowledge and understanding can be delivered. Examples include informal learning, one-to-one coaching and mentoring and employer-delivered skills training. Mandatory qualifications with a taught element risk undercutting such informal elements of learning - reinforcing a polarity between workplace 'work experience' and classroom-based 'learning'. As the Unemployment Unit states, "achieving a parity of esteem between the work-based and academic routes to learning should not be confused with a blurring of the differences between them." ( ) Yet, the funding formulas as detailed to date continue to be driven by the overriding need to deliver the National Learning Targets.

As it stands the emerging infrastructure is skewed to the delivery of formal test-based qualifications with mandatory 'off-the-job' elements, and, even at this stage, alarmingly bereft of details, particularly for adult work-based delivery. Work-based learning may be valued and policy statements have underpinned its importance, yet the funding system appears to be driven in a fashion which is contrary to all those features which make work-based learning effective.

4.2.4 Practitioners’ views

Delegates at the Marchmont funding workshop were generally mixed in their reactions to the implications for practice underlying the detail of the post-16 review. Despite the policy recommendations for ‘funding to follow the learner’, there appeared to be a tension between anticipating learners’ needs and those of a planned, formula-based transition into the new framework for existing training providers. Increasing flexibility of new technologies signals an ideal opportunity to move away from a historically-derived funding formula. Real concerns exist however that continuing ring fenced ‘discretionary’ funding would sustain outmoded budgetary conventions and not reflect true regional needs. 

The supply side bias of the review also missed an opportunity in tackling directly the problem of underinvestment of work-based learning which, as Keep predicted, is barely touched on in policy guidelines. Although there is a stated principle and widespread support that employers pay for training of their workforce, there is little mention of levers and incentives to encourage companies to invest and SMEs are almost entirely absent. Much supporting evidence suggests that targeted approaches to individual SMEs by local partnerships are most effective in stimulating funding for learning, but funding regimes such as the review recommends largely pass them by. Its treatment of issues such as shared responsibility for learning indicate no substantial shift of policy beyond proposals for differing subsidy levels for learners, with no real efforts to shift resources to the demand side.

For work-based learning, there is no targeting within the framework that distinguishes between SMEs and large companies. There were concerns expressed by delegates that fixed pricing, not linked to what the market will bear, would lead to delivery of fixed offers. The use of state funding to prevent redundancy through worker retraining was regarded as legitimate, but not if it were used to support providers that already enjoyed a competitive position in the marketplace. There was a good deal of scope in the review to widen opportunities for new private sector providers, but how these might affect existing delivery infrastructures was not addressed.

Positive experience of public/private partnerships is emerging at all levels from commercial enterprises as well as regional public sector agencies and intermediaries, but encouragement and coordination of these have not been included in proposals. There seems a continuing tendency towards fragmentation, short-termism and lack of sharing of good practice, such has characterised ADAPT programmes’ efforts to adopt innovative approaches to SMEs. Those practitioners with experience of ADAPT and government funding programmes express ‘initiative fatigue’, where bureaucracy, lack of coherence and duplication have hindered wider benefits. They advocate rebalanced supply side provision that permits local UfI Hub discretion within set margins, replacing the provider chains fostered under TECs with more local flexibility to target SME needs.

Flexibility is a key issue of concern to workshop participants, whether of funding or delivery. The public sector has not traditionally responded well to the training needs of individual enterprises in relevance of programme or customisation of delivery. In designing to cater for distinctive modes of learning favoured by companies and employees, their preferred time frames need to be matched to provision: short term for employers and longer term for individuals. 

Although the review has gone some way forwards in encouraging flexibility,  the potential of flexible modes of work based learning has not received adequate coverage. Some delegates regarded the new framework as in danger of responding more inflexibly to innovative techniques of learning, which were notably overlooked. Distributed learning models and e-learning, as we have seen above, attracts different costing and investment frameworks than traditional training, and UfI development does not figure prominently in the review.

Practitioners welcomed the renewed emphasis on consistent high quality provision that was pledged in the review, but cautioned that it not be focused on at the expense of widening participation, especially in the workplace. Quality should respond to the explicit needs of the learners, who are aware of their requirements: more can be done for these to be made known. Concerns were expressed that the funding regime could drive out quality, with too much fragmentation swamping good practice and low quality provision able to retain support. 

Selecting measures of quality are another challenge in a framework where widening of participation and diversity of provision are paramount. How is it measured according to flexible criteria: by impact, experience, outcome? Appropriate performance indicators could be linked to retention as well as assessment, although even here drop-out rates do not necessarily reflect a poor experience on the part of the learner. There are however hidden difficulties in choosing unsuitable quality indicators that might have an adverse impact on learner behaviour. The most important criterion is for learners themselves to confirm the distance they have travelled, and the personal benefits gained through the learning experience.

Generally, all delegates reinforced the message of purposive culture change which is needed at all levels to make the new initiatives work. ILAs and collective learning approaches are treated with enthusiasm as significant shifts towards the demand side. Some reported with hindsight that more time would have been useful to introduce pilot ILAs to their local learners, as much for facilitating changes in culture and expectations as for fine tuning implementation. As similar concerns have been expressed by practitioners tasked with UfI pilot projects, it is to them that we now turn for our concluding considerations.

4.3
The University for Industry and Individual Learning Accounts
Marchmont workshop participants were asked to consider the following questions.

The funding mechanisms that will underpin UfI and the delivery of learndirect ‘opportunities’ are under development. A key issue to be addressed is the funding of bize sized chunks of learning which may be taken intermittently over a long period of time, and which may not be linked to the acquisition of formal qualifications.

Where delivery is eligible for support, the cost of delivering UfI learning opportunities will be supported by the FEFC/LSC. However, where learndirect products are used for work related learning, employers or employees may be asked to make a contribution. The contribution may be anywhere between 25% and 100%, depending on whether the learning is considered directly or loosely work related.

Key questions are:

· What mechanisms exist for funding bite sized chunks of learning and how do they work?

· Should the levels of state subsidy for any learndirect product always be set at the same level?

· What factors should be considered in determining the proportion of the overall rate that individuals or companies are asked to pay?

· Should the organisations delivering learndirect products be able to vary their rates to provide, for example, additional levels of learner support?

· Are there forms of e-learning that might not be accommodated under the emerging funding model?

· Is there a danger that the funding model might lead to the predominance of particular forms of e-learning?

· If there are other forms of e-learning that might benefit SMEs, how might these be funded and delivered?

Learndirect is considered to be a strategic and business partner of the LSC. Its non-traditional approach to learning requires distinctive support, for University for Industry (UfI) learners to:

· access learning in bite-sized pieces

· start, continue and complete learning when they choose

· choose to apply for assessment or accreditation

· access learning opportunities from home, learning centres and work

· expect consistent quality of service

· expect high quality learner support

· access their own records whenever required.

At the Marchmont funding workshop, Alison Knight reiterated UfI’s strategic objectives for the period 1999-2003:

· to stimulate demand for lifelong learning in business and the individual

· to widen availability of innovative learning using ICTs

· to boost employability and skills

· to transform accessibility to previously excluded groups.

Two initial development phases ended on 31 July 2000, of which the first was concerned with tariff development. By September 2000 65% of UfI courses will be online, responding to UfI’s targeting of IT skills as a priority area (alongside basic skills, SMEs, retail and distribution, environment and automotive sectors). 

4.3.1
Funding online learning and bite-sized chunks

The nature of innovative learning technologies requires sensitive pricing structures. In its own funding methodology reviews towards transitional arrangements, the Further Education Funding Council Tariff Advisory Committee set up a subgroup on Distributed Open and Distance Learning (DODL) to make recommendations on pricing(). The subgroup identified a number of models of DODL activity, not all of which are delivered online nor involve distance learning. The models embrace a range of technologies (including paper-based) and learner support provision, where staff costs, assessment and the balance between capital and recurrent funding are key issues. The particular needs of online learners for access to tutorial and learner support are also acknowledged in the on a formula basis within the funding methodology.

The derived tariff provides for ‘similar’ chunks of learning. There will be no discount available for franchised or employer led provision, although shifts are encouraged towards employer dedicated provision. As there are no boundaries in e-learning between entry and on-programme units, the LSC proposes to merge these payments for cost weighting purposes. Calculations will be based on the interim DODL tariff. There is no penalty for non completion, but achievement units will be available. 

Guidelines on how to integrate UfI bite sized chunks into funding existing learning provision have been issued to further and higher education providers( ). Minimum standards for short courses need to ensure provision of adequate hardware and software, appropriate tutor support provided for the learning opportunity and availability of ICT technical support where needed. Different approaches are acknowledged for benchmarking purposes for taught courses as distinct from those based on learning packages, where self-paced instruction should include an element of self-evaluation.

One of the most significant proposals to widen access to post-16 learning has been to reduce the number of guided learning hours (glhs of specific staff support) eligible for funding smaller units of provision( ). Under the new arrangements, a minimum level of 9 glhs has now been reduced to 3 glhs for certain basic skills and ICT courses; other units will attract funding for post-19s at a minimum of 6 glh to meet the revised criteria of awarding bodies. It is not anticipated that these new short courses will be available via distance learning( ). The value of such on-programme units is calculated by adding a cost-weighting factor to a base value of on-programme activities required to deliver a course through to completion.

Whilst this is undoubtedly helpful, there remains a danger that provision will be course based, driven by concepts of guided learning hours. Yet it is perhaps the one of the most exciting features of ICT that it has the capacity to support learning opportunities which are not course driven.  Networking, peer review, access to knowledge not bounded by course curricula, are all facilitated by ICT, yet the potential of this medium may be lost to a course driven funding system. Good opportunities exist for investment by innovative private sector providers and are currently predicted by local partnerships and Hubs.

Under the transitional arrangements for local LSCs, core tariffs will remain and the core formula will include local UfI provision. Funding allocated by the FEFC/LSC has amounted to £5.27 million in 1999-2000. So far £30 million has been budgeted for in 2000-01, where employer/sectoral applications for work-based learning are still under negotiation with NTOs. FEFC units have not as yet been wholly allocated. A target figure of £135 million allocated by the LSC for learndirect provision has been proposed within the UfI business plan for 2001-02(). Funding will be disbursed on a contractual basis between local LSC and UfI Hub. Audit arrangements are being finalised to include electronic submissions, once format compatibility has been verified for Individual Student Records and Individual Learner Records. Guidance notes on audit are shortly due to be issued. 

UfI and the LSC are working together to develop ICT-based learning centres for widening participation and encourage employability. They are planning provision and setting UfI learner targets in partnership, mapping existing provision and access to learning. Commissioned market research and product development appropriate to skills needs are underway that will then be marketed as lifelong learning opportunities. Joint ICT infrastructure planning will contribute to regional connectivity. 

It is recognised that learning centres franchised through UfI Hubs will require setting up of new models of collaboration tailored to local learning partnerships. In the pilot stages, UfI Hub applications to the Further Education Funding Council bid for numbers of learners expected to take up the opportunities on offer at each learning centre. Included in bids are volumes of learners anticipated in identified priority areas, some of whom will be eligible for fee remission and additional support. Recipient colleges channel funding through to Hubs and on to learning centres: amounts allocated are calculated by multiplying the unit allocation by a standard average level of funding based on the lead college’s widening participation factor.

During the summer term 2000, fee discounts will be introduced to present holders of Individual Learning Accounts (ILAs) for a range of ICT courses and qualifications: 100% fee remission for basic ICT skills and 80% for level 1 and 2 qualifications(). These will herald the national launch of ILAs in September 2000, and aim to extend provision to existing account holders as well as widen demand for ILAs amongst new UfI learners. Under current transitional arrangements, both TECs and further education colleges will be piloting the scheme in advance of the full launch of learndirect in autumn 2000. Existing students on FE courses are already subsidised by UfI for purposes of free remission.

Apart from its partnership with LSCs, UfI is involved in parallel with ICT for Employability initiatives. At the present time UfI bids have been lodged with Government Offices for additional learning centres, and UfI is also collaborating with Regional Development Agencies to devise regional Learning and Skills Action Plans. Additional learning partnerships with the revamped Small Business Service will help to engage regional and local enterprises in learning.

Alison concluded her workshop session by indicating a number of outstanding issues on ‘chunking’ for which UfI is still seeking views. These include defining the smallest chunk of learning that may be eligible for public funding and, most significantly, how to encourage employers to take them up in the workplace. The role of bite sized chunks in levering participation remains a key area for further study, as is their application for leading funding. Staff time to provide learner support is considered one proxy measure to determine the costs of e-learning, but alternative models may also be suitable for more detailed investigation. The contribution of virtual communities and tutors, for example, is as yet unquantified in a UfI context and requires fuller attention.

4.3.2 Practitioners’ views

Delegates at the Marchmont workshop discerned little change in the proposed UfI funding formula from that drawing down FEFC resources. There were concerns that formula based funding would continue to be seen as applying to a particular type of provision only, delivering learning which can be funded rather than learning which is truly demand led. If UfI is to be successful in driving up new demand, there will have to be a fundamental shift of the value proposition for companies and individuals to encourage investment with a more radical, demand side focus. Flexible, ‘mix and match’ course structures might not be appropriate for a fixed funding mechanism.

Once charging is implemented for UfI courses that are presently subsidised, the public will be expected to pay a proportion of ‘what the market will bear’, around 20% of the real cost of delivery. Here again, practitioners considered that such levels of discounting would reduce perceived value of learning. According to current FEFC rules, employer funded learning attracts a discount of about one-third of full course cost to the provider, who then tends to raise fees to recoup revenue. UfI are currently negotiating with funding bodies to have the discount waived as relates to their ‘home’ market of SMEs. Course price setting is made more complex when based on assessing the overall value of learning to the company, when the provider cannot charge what the market will bear.

Workshop discussions were lively concerning the issue of variable rates for UfI learners, for which more guidance was needed. Delegates were optimistic that learners would be attracted by Hub courses and their costs: these were anticipated to be subject to geographical variation but might cause problems if extended. Different levels of subsidy would apply according to individual types of learners and not learning products. Questions arose as to how bite sized chunks might be assessed and whether ILAs might in time become means tested.

In a learner centred funding system, the pricing of learner support was considered to be of critical importance by all participants. The quality of provision had to include a more targeted approach that extended well beyond technical assistance. Staff time budgeting had to be generous for initial stages of enrolment as well as for continung support. Much input could result in a limited outcome for the supply side, which was nevertheless a recognised achievement for the learner. Rates had to build in flexibility, ‘reasonable’ responsiveness and access at times and places convenient to the individual learner within a contractual framework. Beyond support targeted to differing skills levels and length of course, for workplace learners further charging considerations could centre round size and sector of firm, its location, and regional policy.

There were a number of concerns affecting SME learners in particular including those around appropriate course design, demonstrated cost effectiveness of delivery methods and motivation of employees. Where companies included virtual learning centres, provision might require monitoring to ensure work related learning was self funding. SME learners would be subject to constraints of available time and costs set by management, whose policy for access to lifelong learning would need agreement. Selection and supervision of training would also require continuing provision. Other useful e-learning activities for SMEs could be linked to learning programmes, including helping to commission policy, establishing networks for sharing practice and action learning, guidance programmes and personal development plans.

Once again the prevailing need for culture change for lifelong learning was confirmed by all delegates. Ultimately funding mechanisms are irrelevant: the technology can be made to work and kept simple enough to meet UfI objectives. As so far constituted UfI may only become another ‘doomed supply side initiative’(), where providers benefit from short term development funding but demand side learning is still under-represented. Progress has been made with an enthusiastic response to ICT-based learning by many potential learners. However, the all-important widespread participation of the SME sector is as yet unsecured, and questions remain over the eventual fate of unproductive target markets once UfI becomes self-funding. Care must be taken to ensure that appropriate targeting truly reflects the needs of the learners, for whom achievement is paramount and funding formulas secondary. 

5 Recommendations

The wide range of issues concerned with funding for learning in the UK draws in equally diverse interests of the many stakeholders involved. Marchmont Observatory workshops and discussions not only encourage the exchange of practice and development of ideas, but are also aimed at producing firm recommendations.  We present these below, targeted appropriately to the policymakers and practitioners whose experience and views are shaping post-16 education and training in the UK.

For all stakeholders, culture change needs to be tackled at every level. To stimulate investment in learning effectively, the value proposition needs to be explicit for companies and individuals. Whichever measures of quality and performance are used, first and foremost they must be responsive to learners’ needs.

5.1 The Department for Education and Employment

· Supply side funding mechanisms will not address individual or SME learning needs.

· Effective strategies to promote learning must be long term and non-political.

· The National Training Organisation National Council should lead and share good practice amongst sectoral NTOs.

· Grasp the nettle of ICT-based learning, to get closer to local and regional demand by SMEs and individuals.

· Consider further tax incentives to stimulate employer investment in learning.

· Learn from overseas experience of public-private partnerships to drive corporate learning.

· Learn from European experience of financial incentives.

· Ensure funding measures close the gap between knowledge rich and knowledge poor.

· Don’t assume ongoing subsidy will stimulate future demand for learning.

· State investment complements, but doesn’t replace, private and personal investment.

· Monitor ILA take-up to ensure it stimulates new demand.

· Portable training loans have potential but need further development.

· Consider how the public sector might reposition its offer in a future commercial marketplace and how it might form collaborative arrangements with the private sector.

· Funding arrangements must not support provision which is already competitive.

· Existing delivery infrastructures must respond flexibly to market entry by the private sector.

5.2 The University for Industry/learndirect

· Consider the market implications of learner support.

· Use technology to balance costs of individual needs with economies of scale.

· Use technology as a basis to develop new funding and investment strategies.

· Creative targeting of markets will improve prospects for sustainability.

· Don’t let achievable funding targets skew provision.

· Ensure subsidised learning is not undervalued.

· Consider further how to fund and integrate informal learning with progression routes.

· Learn from private sector providers how to budget for hidden costs.

· Learn from public sector providers how to budget for fixed and variable costs.

· Mainstream ADAPT experience for ways to fund individual approaches to SME learners.

· When designing learning opportunities, be aware of preferred returns on investment and timescales for different groups.

· Taking responsibility for their own learning will help to differentiate markets.

· Beware of initiatives targeting those already converted to learning (eg highly qualified and skilled workers).

· Draw on union experience in analysing ILA take-up.

· Develop learning advocates in networks (physical and virtual).

· Monitor regional charging mechanisms in partnership with local LSCs when approaching SMEs.

· Subsidising training needs analyses benefits individuals and companies alike.

· Develop the potential of bite sized chunks as achievement measures.

· Develop the potential of virtual communities to measure quality.

5.3 Public sector providers/intermediaries (colleges, LSCs, Hubs)

· Don’t let fixed frameworks hold back flexible, innovative provision.

· Collaborate with local private sector providers and regional agencies on common learning projects.

· Utilise collection, analysis and selective dissemination of labour market information as an opportunity for partnership.

· Build on the success of collective learning agreements/Union Learning Fund for innovative partnerships.

· Design bite sized chunks/ILAs to provide incremental learning opportunities.

· Capitalise on SME preferences for flexible learning to stimulate investment in ICTs.

· Mix and match provision according to Hub/learning centre role in community.

· Work with new SME networking initiatives/sectoral NTOs to develop and extend provision.

· Use regional and local lessons from ADAPT experience in innovative financing.

· Consider productivity/earnings as measures for return on investment for companies/individuals.

· Build on established drivers for learning (eg legislation, technology, IiP).

· Draw local companies into regional SME networks to share funding.

· Continue to use business advice/TNA to market learning.

· Develop integrated ‘soft skills’ provision.

· Monitor qualitative and quantitative aspects of learner data.

· Develop range of achievement measures.

· Work based learning must figure more prominently in local LSC activity, and be targeted separately to large companies and SMEs.

· Good practice must be shared, not lost.

· Local Hub discretionary funding must be real, and not compensate for historical central funding shortages.

· Use regional identity to encourage ownership of local learning initiatives.

5.4 Private sector providers

· Traditional providers should harness the development opportunities in online learning.

· Build innovative partnerships with public sector providers: you have the technology; they have reach, infrastructure and reputation.

· Develop innovative, targeted provision for SMEs using ICTs.

· Consider adoption of overseas type investment strategies in an emerging market, to support global competitiveness. 

· Don’t write off unprofitable markets: work with them to meet their needs.

· Encourage large corporate clients to become involved in SME marketing.

6
Conclusions
There are enormous changes taking place in the way people learn and in the provision of learning. No longer is education and training solely the domain of the public sector: the potential of new technology and an increasing demand for learning are bringing private sector providers into the marketplace. Not bound by historical frameworks of provision and delivery, new companies are able to use ICTs to deliver flexible solutions targeted to the needs of companies and individual learners.

At present growth in demand for learning from the ‘knowledge rich’ sectors are being met by private providers. Within the corporate sector there is significant investment in learning, particularly in those companies that offer high technology services at distributed locations to a global clientele. Their dedicated training departments are an attractive proposition to commercial providers, who significantly shorten their course development time and tailor learning to corporate needs. 

Although SMEs and individual learners are not considered as profitable a market, their eligibility for public subsidies and future potential for expanded demand are still important. The changing nature of the labour market will ensure that training will continue to be required to keep pace with shifts in technology, legislation and the economic environment. There is a danger that these underrepresented groups will continue to be regarded as the ‘knowledge poor’, whose learning needs are secondary to those who can pay for bespoke services.

Individuals and companies will invest only if they value learning, so channels for information, advice and guidance to these groups are ripe for improvement. Many strategies are as yet ineffective: learning opportunities need to be made accessible, appropriate and flexible.

At present there is a tension between wanting demand driven systems and historical supply side measures. Putting learning into individuals’ hands is not enough: there still needs to be associated measures to ensure full benefit is gained from every activity.

DfEE appears to place too much emphasis on employers paying for learning, and not enough on incentives and levers to encourage investment. There is a danger that useful experience for levers will be lost within the public funding system, and that the public sector be priced out of the market when competing for delivery with private learning providers. At the same time, SMEs and individuals could still be reliant on subsidised, publicly funded provision. To investigate the potential of private/public sector collaboration would take advantage of technological developments to widen delivery into different markets, and encourage partnerships to get the best out of the private sector.

Finally, DfEE rightly emphasises the importance of quality provision. It needs to be careful however about the measures used to assess progress. There is a need to look at the impact of provision on recipients of learning, rather than at supply side targets. More headway must be made on the ‘distance travelled’ issue, to affirm learners’ progress to themselves. Within the post-16 review there is a general absence of workforce development – a gap which, it is hoped, will be comprehensively addressed as detail and delivery of ‘The Learning Age’ get underway.

Case study : Cisco Systems





Cisco represent a success story in sustaining an enormous growth rate in the sixteen years since its inception in 1984, recently achieving a value of US $400 billion. Founded by a group of computer scientists from Stanford University, the company now numbers 23,000 staff. Targeted mergers have substantially broadened its operations. As a world-leading e-commerce company, Cisco is responsible for a significant proportion of the Internet infrastructure and is ideally placed to deliver e-learning to corporate clients, including partners and staff within its own network. 





The global reach of its enterprise has provided Cisco with a range of options to distribute digital media over multiple platforms, in synchronous and asynchronous modes. These include branded video on demand, a dedicated channel, global videoconferencing and content on demand. Its Cisco Learning Network combines knowledge and network management to serve global markets under a single front end, capable of focusing in on individual learning and skill needs as well as providing collaborative environments for networking. Cisco is partnering with other organisations to develop a portfolio of content that will fully complete its transition from provider of instructor-led to learner-centred models.





Cisco brought its Networking Academy Program to the UK in 1998 which, alongside practical networking skills, also provides training in motivating students to learn, the value of online learning and taking a lead in teaching new skills. Within the Academy Cisco has partnered with schools, higher and further education institutions and the Scottish Council for Educational Technology, and set up over fifty regional and ten local academies. Cisco has also taken a lead role (with Scottish Telecom) in developing the network architecture for the University of the Highlands and Islands at thirteen distributed sites. 





The company was recently commended by the Government’s e-minister for taking the initiative in addressing the national skills shortage in networking technologies.








Case study : BlueU





BlueU is a new company which was formed in spring 1999 in partnership with two large corporates. It offers core services to promote e-learning tailored to companies’ identified needs, including learning management systems, learning package development on its own and in partnership with others, and signposting to other providers’ resources where relevant. 





BlueU was commissioned by Compaq post merger to develop e-learning solutions for an enlarged and distributed sales force, with a need for expanded product knowledge to the desktop in a wide range of locations. Personalised services for staff were provided in a range of formats which included competency mapping, tracking, career progression information and skills gap analysis. 





The company rapidly developed a formula approach to pricing its commercial services which takes account of overt as well as hidden costs. Costing is based on a finished course hour price that includes development costs in person-hours, learner support and delivery. A target number of courses is derived to achieve a revenue break-even point, which is estimated to double if hidden costs such as marketing and sales are included. Delivered course pricing is set at 25% of conventional instructor led provision.





Learner support (at a ratio of 500:1) is key to BlueU’s commercial strategy and is calculated at 14% of course cost, provided on a 24x7 basis that draws in tutor staff from three continents to ensure global time zone coverage. Service level guarantees are built into the learner support system, with 33% of responses achieved within one hour day and night, an average response time of 3.4 hours and a maximum permitted response of 24 hours. In addition to learner support, other hidden costs accrue in maintenance (an extra 20% of initial development costs) and upgrading of electronic learning materials, which have an estimated shelf life of no more than eighteen months.





BlueU offers SMEs a fixed offer at an attractive fixed price but does not develop bespoke solutions. Now recognised as an approved University for Industry course provider that supports Individual Learning Accounts, the company has found that the cost of courses is immaterial to clients once convinced of the value of e-learning.














Case study : Open University





Notes from a 1991 workshop at the Open University provide a useful comparison of methods of costing open learning, which underlines the importance of economies of scale. By attracting sufficient student numbers, high course development costs associated with distance learning can be brought into break-even range. The model used covers a moderate percentage of student attrition by maintaining high enrolment figures, but emphasises the need to sustain throughput in a qualifications based framework. 





Other parameters included in the complex calculations are courses under differential rates of development and those already underway, and those delivered at centre and at remote locations. The model covers forward planning over a three year programme period, permits refining of parameters and provides detailed sample budget headings. Comparative costs are worked using different modes of delivery and conventional OU correspondence course formulae. 





Although it does not cover ICT-based learning in ‘bite sized chunks’, the exercises illustrate the many factors needing consideration when deriving meaningful costing forecasts for non-traditional provision.














Case study: The Italian Post Office





To the Italian Post Office, there was clear value attached to enhancing awareness of customer care in 1000 employees in 76 post offices and an area sorting centre. In partnership with Individual Training, a multimedia training provider, a CD-ROM based course in customer care was successfully delivered in just 22 days.





Three stand-alone modules from McGraw-Hill’s ‘Front Line Customer Care’ course covered essential knowledge and skills in customer care for employees, from fundamentals through to handling hostile customers. Seven consultants from Individual Training worked with eight Post Office employees on course use and cascading of training throughout the pilot group. 40 multimedia PCs were shared amongst all the learning sites. Although the initial group of eight had no previous experience of e-learning nor multimedia techniques, within three days they had mastered basics of computer and course use and application of recommended customer care techniques. The mentoring model was particularly effective in widening employee willingness and participation in the scheme, which is an exemplar of successful flexible learning delivery.





Independent market research of 800 customers before and after the training pointed up a 40% improvement in customer service and efficiency. Substantial improvements were also found in product and service awareness amongst employees, who were now able to market a greatly increased range of offerings. Understanding of the customer base was enhanced, which increased the Post Office’s ability to target their offerings successfully.














Case study : Workforce training solutions





In east central Scotland, Lauder College has led an ADAPT Round 2 project to work with small to medium sized enterprises (between 50 and 250 staff), mainly in manufacturing, that were undergoing organisational change. This varied from moderate to severe and might include introduction of a new management team, general industry sector decline, redundancies or reconfiguration of products and services. External pressures were experienced through rapid technological change and growing international business markets. 





Although there were only limited training budgets available, participating companies recognised the need to embed a learning culture and awareness of the ‘knowledge economy’ within their organisations. Managers approached Lauder College, and in partnership designed and tested a model to increase productivity and skills in employers and staff. This has focused on three key themes:





the need for managers to share experiences, and participate in networks to develop common training solutions





targeted training for team leadership and ‘people’ skills, for staff in charge of production teams





coping with recent changes in manufacturing plant and production processes.





The resulting network is strongly cross-sectoral and includes representatives from industry National Training Organisations, employers, consultants, trades unions,  European advisory bodies and Lauder College. It has successfully explored more in depth approaches in applying ESF to widen participation, scope training needs of individuals and SMEs, develop key workers and expand organisations’ learning capabilities. 











Case studies : The Graphical, Paper and Media Union





The GPMU has been in the forefront of unions recognising the impact of technological change on new skills and competencies required in printing and allied trades. It has led initiatives in the South of England to retrain its members in the workplace in new software technologies in reprographics and typesetting.





The introduction of the pilot Individual Learning Accounts scheme in 1998 provided an ideal opportunity for the GPMU to update the skills of 60 members in Dorset, in partnership with the South-West TUC, Dorset TEC, Bournemouth Institute of Art and Dorset Careers. Retraining under the ‘Life-Time Learning’ initiative was provided in manipulation of graphics and text with QuarkExpress, the industry’s standard computer package. Under the ILA pilot a total contribution of £300 per member was achieved, through contributions from individuals and employers with match funding from union and TEC. Training was delivered to fit in with shift working. Follow-up evaluation confirmed that a high satisfaction rate, that individuals would not otherwise have undertaken learning, and that almost all intended to move on to more advanced training.





Successful outcomes led the consortium to expand its activities and geographical boundaries in 1999, now joined in partnership by Hampshire TEC and Poole College of Further Education to launch the REACH project (Regional Accord for Change). The wider nature of its remit included addressing a more general awareness of lifelong learning, skills changes, training systems and opportunities, and sustainable partnerships, developing links with the print industry NTO. Recognition of members’ current skills and experiences was coupled with a more active support and guidance framework to boost self confidence for further training. A particular focus on print SMEs was achieved by assigning of training representatives and workplace assessors to individual companies. These enabled more long term, structured outcomes, including encouragement of members to take up NVQs. 





The earlier Wessex ILA model was redeployed and expanded to provide a range of collective training opportunities in a flexible environment and widen its availability in regional TECs. Availability of complementary funding programmes under the Union Learning Fund and the TUC’s Bargaining for Skills initiatives has aligned the goals of the social partners, industry training bodies and SMEs. Opportunities for worker development and raising the profile of training have been substantially enhanced. 





A particularly useful outcome has been a move towards a national sustainable training infrastructure within the printing industry, as a result of the involvement of the Printing and Graphic Communication NTO.








Case study : Ford EDAP





The Ford EDAP training initiative was the earliest of its kind to be introduced in the UK motor trade and remains perhaps the best known: a privately financed voucher scheme for continuing vocational training of employees. The system is also unusual for its efforts to promote non-work related personal development, on site outside working hours, in an effort to stimulate lifelong learning amongst Ford staff.





The Employee Development and Assistance Programme (EDAP) was negotiated in conjunction with workplace unions and responds to staff suggestions of their own identified needs. Joint committees of management and union representatives oversee the programme with decision taking at local level. Although some disparity exists between sites, take-up of the programme has been enormous and has been especially welcomed by shift workers. 





The ‘quasi-voucher’ style training credit is issued to employees who then pass it on to the training provider as payment. The credit is assigned a specific value by the employer (up to £200) which can be topped up by the employee where appropriate. Since 1987, Ford has invested over £7.5 million in its employees’ learning and disseminated its programme to over 1000 companies. 





Positive benefits have resulted with :


improved self-esteem of the workforce;


transformed workplace climate;


transferred models to open learning;


leveraging ICT skills into workplace applications;


greater capacity to cope with organisational change;


effective piloting of training targets;


employee ownership and control;


overcoming barriers to participation;


widening partnerships with training providers;


enhanced information and guidance.











Case study: Elida Faberge





As a mass-market toiletries manufacturer, Elida Faberge needed to keep pace with changing technology, initiate total quality processes and move into a competitive European marketplace. The company decided to invest in its staff training programmes as part of a shift towards becoming a ‘learning organisation’.





Elida management and unions decided to seek Investors in People accreditation and set up Employee Development Schemes. They established fifteen ‘learning advisors’ in the workplace, over half shop stewards who were trained internally in counselling and guidance. The IiP award in 1991 stimulated union involvement further, and the company actively took up a range of programmes to promote accreditation (NVQs, accreditation of prior learning) and partnerships (education-business partnerships with local schools; youth training) for clerical and production staff.





The company has used a number of strategies and processes to develop employee commitment to learning. These have included in-house training, self-appraisal, an organisational learning resources directory, and a company learning centre with a training access point. The centre has benefited from capital investment, resource maintenance and updating, and dedicated staff, and especially development in response to surveyed employee needs. Involvement of the shop stewards and unions has been essential in building workers’ support and breaking down a ‘them and us’ atmosphere that had previously existed.





Ongoing review of employees’ needs, and building involvement of line managers, is a part of the continuing collaboration to ensure sustainable culture change. The learning centre is investigating extending remote access to staff, and ILA introduction and development are underway within the integrated programme.











Case study : Sunderland UfI pilot





From 1997-98, the University of Sunderland spearheaded a public-private partnership testing the UfI concept and infrastructure in the North East. The project piloted the prospective UfI role of learning broker and also implemented various other aspects of the UfI offer: distinctive ‘branding’; a central call centre; learning centres in workplaces and the community; information database; and commissioned online course resources. 





Commercial-style marketing of learning opportunities, including use of the media,  successfully introduced flexible learning in bite sized chunks. Regional participation was widened significantly to non-traditional learners in the workplace and disadvantaged groups. The pilot study demonstrated the broad appeal and cost effectiveness of innovative access to non accredited and informal learning. Demand for learning was driven up to nearly 8000 new registrations during the nine months of the project. Subsequent funding was granted for an ADAPT Round 3 project under an expanded regional partnership, due to finish at the end of 2000. 





Following its initial phase, a number of challenges were identified for the future UfI, which are being tested in the phase II programme:


initial registrations were high, but sustaining of learner levels is more difficult


need for appropriate progression routes to follow basic level courses


availability and clearer definition of learner support competencies and framework


continuing requirement for public subsidy before self-financing becomes realistic


how to engage SME employers and learners – the project marketed to individuals


exploiting more fully new technologies for learning


developing awareness of skills and knowledge for work


maintaining a regional perspective.














� Improving literacy and numeracy: a fresh start. The report of the working group chaired by Sir Claus Moser. Sheffield: DfEE, 1999.
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