ANNEX H Consultation Questions

The information you send us may need to be passed to colleagues within the LSC and/ or published in a summary of responses received in response to this consultation. We will assume that you are content for us to do this, and if you are replying by email, your consent overrides any confidentiality disclaimer that is generated by your organisation’s IT system, unless you specifically include a request to the contrary in the main text of your submission.

Please insert ‘X’ if you want us to keep your response confidential (   
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If you have a query relating to this consultation please contact your local Learning and Skills Council (contact details can be found at the end of this document)

Please insert ‘X’ in one of the following boxes that best describes you as a respondent. 
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( Higher Education Institution

X Trade Union
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( Employer
( Representative Body


( Sectoral Body
( National Organisation

( Regional Body
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( School
( Individual

( Other (Please specify)




The Association for College Management is a TUC affiliated trades union and professional association that represents managers of post 16 education and training.

Our members' contribution to lifelong learning is invaluable, and creates the platform for ACM's leading role in the Learning and Skills sector. The primary purpose of the Association is to support the interests, values and views of education and training managers. ACM advocates management practices characterised by vision, integrity, achievement, high expectations, teamwork, and good judgement. Above all we believe that the service must be shaped by the needs of learners. In its work on national policy development, ACM gives voice to the views of our members, and aims to be principled, realistic and constructive.

ACM welcomes many of the proposals contained in Circular 03/15.  There is much that is good in the circular and the key aims are laudable.  However, ACM believes that there are also still far too many restrictive practices that would be retained by the LSC.  This does not seem to take the trust in further education agenda forward.  In “Building Trust”, a Bureaucracy Task Force Report published in November 2003, it is recognised that the perception in colleges is that bureaucracy has not greatly diminished and for some there is a feeling that things have got worse rather than better.  This position does not seem to be dramatically improved by Circular 03/15.

For example, it has been suggested that the circular proposes the abolition of retrospective clawback.  However, paragraph 66 states that the LSC must reserve the right to intervene and vary funding in exceptional circumstances.  

In many ways the circular proposes even further restrictions on institutional autonomy.  Whilst most managers would welcome the removal of the current funding audit it is to be replaced by a regularity audit.  Managers at a conference on the new proposals were told that the regularity audit could be even worse than the existing arrangements.

The need for monthly data to be provided to the local LSC is a major cause of concern.  The idea that local LSC’s will be able to do anything with the data on a monthly basis is fanciful – they already have difficulty in managing performance review in any coherent or consistent way as it is.  Again, it has been suggested at consultation events that the data provided to local LSC’s need not be 100% accurate and that “dirty data” would be acceptable.  It is highly unlikely that any institution would be happy to release such data.
Many college managers are sceptical about the changes.  They would accept a complex funding methodology provided that it fair, transparent, they knew how much they were being allocated before the start of the financial year and what they had to deliver for the funding, that the goalposts were fixed and that they wouldn’t be penalised in-year if they underachieve.  Many are not yet convinced that the proposals contained in Circular 03/15 achieve this.  
ACM strongly believes that any new funding methodology should be based on some form of full time equivalent (FTE) student numbers, a system that seems to work perfectly well with other funding councils.

The report by the Prime Minister’s Office of Public Service Reform “first stages of the implementation of Success for All in colleges” states that colleges feel a funding methodology is needed which is no more time consuming than for school and higher education.  It is difficult not to conclude that such a methodology can only be based on some form of FTE calculation.  It is worthwhile remembering that the overwhelming majority of colleges, and now almost half of all sixth-form colleges, have more adult than sixteen to nineteen year old students.

The circular explains that a move to funding by FTE’s has been examined and abandoned as a reliable approach to funding, mainly because of the unacceptable range of changes to institution funding levels – too many winners and losers.

However, if using some form of FTE’s would produce the simplest and fairest system of funding then surely a way should be found to make it work.  The sector has had a convergence exercise once and, if the benefits were sufficiently substantial, would understand the need to have a phased introduction of a new methodology.  It is a model that should at least be investigated in more detail.  It seems to work perfectly well in higher education.

It is even stranger to dismiss FTE’s when local LSC’s are in effect using the learner profile (and the FTE from it) as a basis for allocations and for monitoring college’s performance against funding target.
Another argument used against using FTE’s is that well run colleges need to have comprehensive data provided by the ILR to run their business.  However, so many colleges still have difficulty in compiling accurate returns months after the end of the academic year and it is difficult to believe that the data can be used to make important strategic decisions. 

The Association’s views of the specific questions asked in the circular are as follows: -

1.
Do you support the principles of plan-led funding?

The Association supports the principles for plan-led funding listed in paragraph 59 of the circular.  However, the Association is concerned that some of the actual proposals included in the circular are not in line with the principles.  For example, ACM can see no reason for the retention of retrospective clawback in any form.  Greater sharing of information should not mean institutions have to provide monthly data to local LSC’s.

2
Do you support the proposals for plan-led funding?

In principle, the plans are supported.  They offer colleges the opportunity to shift resources from the management of data to support for students.  However, as previously outlined, ACM is concerned that some of the detailed proposals do not take the trust agenda forward.  There are several areas where the promise is potentially undermined by the creation of new bureaucratic requirements imposed on the sector by the LSC.

This is particularly the case with monthly reporting (paragraph 68) where there is no clear information on the purpose of such reporting or the capability of the local or national LSC to manage such a flow of data.  Most managers do not believe that local LSC’s have either the capacity or the skill set required to manage date.  In order to ensure that capacity is built, the LSC should make a commitment not to ask Colleges for any data that it already has access to from the ILR.

There is a discussion (paragraphs 69 and 70) about management information and “several standard reports that will be shared” (i.e. provided by colleges) but there is no discussion of the nature, content or purpose of such reporting.  It would be helpful to have a prior consultation on the nature of the data requirement, the purposes of such collection and the costs and benefits to the LSC, provider and learner of managing data in this way.  

The sector already has a robust set of performance indicators centred on recruitment, retention, achievement and success rates.  It would be far more effective in the long run if there was a major concentration on these and far less data collection in other areas that have the effect of diverting effort, energy and attention away from the key performance indicators upon which we need to focus.

To work effectively the LSC will need to develop a partnership with providers and software suppliers that is qualitatively better than anything previously developed.  Critical to this is that any data requirements should be published on a timely basis.  Any software the LSC requires the sector to use should be available in advance of the year to which it relates.  

3
How could colleges and local LSC’s work together most effectively in developing costed provision plans, for example at what level of aggregation of provision should the planning dialogue normally take place

One of the major issues that undermine the relationship between colleges and the LSC is where an institution meets or exceeds its agreed FTE target but subsequently does not receive the agreed level of funding.  The top priority must be to ensure agreement about what is the real target and it is ACM’s view that this can only be achieved by detaching LIS generated funding from agreed funding at the planning stage.

Local LSC’s do not have sufficient resources to engage in detailed curriculum planning and this should be left to the provider.  Plans should be shared and agreed with local LSC’s at a high level of aggregation.  The LSC also needs to take into account the fact that college curriculum planning cycles do not neatly align with funding rounds.  Any involvement of the local LSC at course or qualification level runs the risk of being seen as inappropriate and may obstruct effective planning.

4.
Do you agree that the LSC should end clawback as part of plan-led funding?
ACM believes that clawback should be removed in all circumstances.  In cases where an institution significantly underachieves on its agreed targets the LSC should use alternative routes to help the institution to recover.  Even where the leadership of an institution has acted inappropriately retrospective clawback only penalises learners, employees and other stakeholders.

The Association believes that the relationship between a provider and local LSC should be in effect funding for a business plan agreed by both parties, rather than funding for specific outputs.  As with organisations operating in any market, plans will not always be fully achieved.  In such cases the parties should work together to resolve the situation.  This may, but should not automatically, result in a change to funding levels in future years. 

5.
Do you support the proposals to deal with unplanned changes in volumes?

In general yes although the Association feels it would be sensible for the national LSC to retain some resources to allocate in year where significant areas of unforeseen demand occurs at individual or groups of institutions.

6.
Within these proposals, how can we continue to maximise the incentives for colleges to prioritise provision of learning opportunities for 16-18 year olds, basic skills and, in future the adult Level 2 entitlement?

Colleges are, and should be, responsive to demand.  The LSC and DfES can encourage the growth in numbers in priority groups by providing incentives to the individuals in those groups irrespective of the mechanisms designed to reward colleges for meeting targets.

Those incentives should include student funding (EMA and ALG), fee remission for the target groups without means testing and increases in and improved targeting of Learner Support Funds.

At present, Adult growth is capped.  It is difficult to see how colleges can support the Skills Strategy in relation to the growth of adult students working towards level 2 unless the cap on adult growth is removed.  It would appear that LSC funding and the Skills Strategy are working against each other.

The new framework for setting fees and raising income should be the focus of a separate consultation.   Policy on fees in the recent past has been confused and appears to conflict with other policies that are intended to encourage participation and achievement up to level 3.  For instance, the introduction of the pilot Adult Learner Grant (ALG) is welcome but it was introduced at the same time that the LSC changed the funding regime in such a way that most colleges were likely to increase fees to over 19s in line with the need to cover 25% of the National Base Rate in the funding formula.  It might have made sense to introduce fee remission for ALG learners at the same time that the ALG was introduced.

7.
Do you agree with the proposal to replace current funding audit with a regularity audit as part of the plan-led approach?

The Association welcomes the abolition of the current funding audit but can see no reason for the introduction of a regularity audit.  Colleges are over-audited and the existing internal and external audits are sufficient.  Many managers would be concerned that a regularity audit would be used as yet another tool to enforce LSC policy.  For example, many colleges have, in the past, chosen not to charge 25% fees to adult students.  With regularity audit might this have been deemed a misuse of public funds?  Other proposals included in paragraph 97, such as data creditability and consistency checking by the LSC seems unnecessary and over-bureaucratic.

Many managers are also concerned that LSC representatives have suggested that regularity audit might be even more demanding on some institutions. 

8
What expectations should be placed on college auditors to provide audit assurance statements including consideration of MIS as a key to safeguard proper use of public funds?

None.  The quality of data and the robustness of information systems should be a matter for the college, the local LSC and Inspection.  If auditors continue to have a role in relation to ILR or MIS audit, the existing unnecessary and expensive focus on widget counting will not change.

Colleges (and the LSC) generally know when their data is not accurate enough.  LSC and auditors efforts should be directed at assisting colleges to improve the accuracy of their data collection.

9
Do you support the proposals for ensuring valid and reliable data?

ACM does not support the proposals for ensuring valid and reliable data.  Indeed, we believe that they demonstrate a level of mistrust of providers by LSC.   ACM cannot support the proposal to create "a programme of risk-based data quality checks … by reviewers appointed by the LSC".   This sounds like the ILR audit by other means.  Having a data check by the local LSC, and by Inspectors, and by external reviewers provides for irritating triplication and does not move us forward from the present position.

The circular also suggests that the LSC seeks to "base administrative demands on what an effective college needs to manage itself and (will) align external data requirements to reflect effective internal systems so that unnecessary bureaucracy can be reduced". (Paragraph 8 D).

There is to date, little evidence that the LSC has made any attempt to align its own data requirements and demands to what colleges need to manage themselves.   Transparency suggests that all data demands should be in the public domain and should be, for the most part, common to all LSC’s and providers.  This should apply to data required for:

· Planning 

· Strategic Area Review

· Performance Review

· Statistical returns

· Funding and financial returns

Ad hoc demands should only be made in exceptional cases and should always be supported by the reason why the data is requested and why the data cannot be obtained from other sources of information already in the LSC or DfES possession.

10
Do you agree that the rewards and interventions that will support a trust relationship are relevant, appropriate and proportionate?

Paragraphs 99 to 110 do not seem to convey any great confidence on the part of the LSC in the likely success of developing a trust relationship.  A trust relationship can only be developed at local level by both parties working together to agree a plan and then working together to implement it.  This requires a recognition that a plan is exactly what is says and not a contract.

It is a sad fact that many colleges have little faith in performance review.  Experience has shown that it is implemented unevenly across, and sometimes even within, local LSC’s.  Too often outcomes have changed significantly without explanation whilst using much of the same data.  The belief is that edicts are sent down from Coventry to local LSC’s who have little discretion in their application.  The outcomes from performance review can have a significant effect on inspection outcomes and therefore future funding levels.  It will take a lot more than words and good intentions to build a trust relationship.

ACM repeats its criticism of varied funding levels introduced in Success for All.  It seems perverse to give additional funds to successful institutions whilst penalising under-performing colleges.  Where these colleges agree realistic recovery plans and can demonstrate success in implementing them they should receive the standard rate of funding.

Finally, the LSC needs to clarify how it will determine when a college is deemed to be "not able to demonstrate that they are initially not ready for the trust relationship or that they have not maintained the trust relationship thereafter."   What are the tests that the Council will use to make these judgements?

11
Should any component of the funding formula be changed or excluded? If so, please explain your rationale.

ACM strongly supports the use of some form of FTE based funding formula and the arguments in favour of this position are included in the introduction to this response.  These can be summarised as follows: -

· Using some form of FTE’s would produce the simplest and fairest system of funding

· FTE’s seems to work well in higher education.

· Local LSC’s are in effect using the learner profile (and the FTE from it) as a basis for allocations and for monitoring colleges’ performance against funding targets.
· Many colleges still have difficulty in compiling accurate returns to the level of detail required by LSC and it is unlikely that this situation will be significantly improved.
If the method of formula funding as proposed in the circular is adopted then additional learning support (ALS) should be excluded and should continue to be funded as now, with colleges reimbursed for all expenditure.  Any other approach would present colleges with a significant risk just as the Disability Discrimination Act (DDA) is coming into force.

ACM supports the argument that the premium rate funding arrangement set out in Success for All will duplicate the policy intention to reward successful performance.  Premium rate funding should therefore be abolished.  

12
Is the proposed approach to calculating programme funding appropriate? If not, how else could this be calculated?

Probably but the circular provides too little detail for an informed answer to this question.  In particular, the calculation of the institution retention factor requires clarification.  A calculation based on student retention will produce a different factor to one based on student learning aim retention and it would be helpful to see the differences modelled by the council before commenting on this further.

Any new approach to funding has the potential to change institutional behaviour and there are some self-evident risks in this approach.  It is therefore vital managers in colleges responsible for MIS at a strategic level are involved in the research and development phase,

13 
Do you support the concept of block funding? If so, where should the threshold for short programmes funded within the block be set?

The concept of block funding is supported in principle.  However, this needs further consideration.  The ability of colleges to vire between allocations is essential.   Short course provision is volatile and subject to sudden and sometimes unexpected shifts in demand.  Colleges are demand led and need flexibility to be able to respond to those shifts.   How will the block allocation impact on colleges in relation to this and is there a risk that it will have the effect of removing incentives to meet changes in demand by inhibiting growth?

14 
Which other activities should be funded through block funding?

None.  The effect of introducing a block allocation should be assessed and evaluated before block funding is considered for other areas of activity.

15
Do you support the abolition of the franchise discount?

Yes.

16 
Do you support the abolition of the funding taper?

Yes.

17 
Do you agree that the proposed principles provide a reasonable framework for developing future funding relationships?

The principles are fine.  What is needed is a timetable for delivery and a reduction in complexity in relation to everything that stems from the current funding streams and supply chains.

Present arrangements whereby colleges can be operating through three different funding streams create avoidable work, create confusion to staff and present an incoherent view to students.  For example, additional learning support is provided through some funding streams and not others, learner support funds are available to learners on some programmes, but not others, fee remission arrangements vary between funding streams.   It is very difficult in this environment to present to learners a coherent view of the services that colleges offer.  

It is also difficult to justify to learners why we need to collect so much data to inform the analysis of enrolments in the context of a confusing set of funding and supply chain arrangements.

18 
Are the specific implications of these proposed funding relationship principles to which the LSC should give particular consideration?

The implementation of these proposals should reduce the number of links in the supply chain e.g. in relation to ACL, colleges should be funded directly.

19 
Do you agree with the proposed principles for funding new providers?

In order to avoid wasteful competition and the potential to weaken provision through over-supply, there should be thorough local consultation before new providers are funded.   It is important that all providers are using a level playing field.  For example, it is vital to ensure that new providers have robust quality and information systems in place.
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