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Introduction

· The Association of Learning Providers (ALP) represents the interests of a range of organisations delivering State-funded vocational learning. The majority of our 550+ member organisations are independent providers holding contracts with or through the Department of Business, Innovation and Skills (BIS), Department of Education (DFE) and Department of Work and Pensions (DWP), for the provision of a wide-range of work-based and work-related learning. Amongst our members we also have a number of consultants, regional networks, and Colleges of FE in membership, alongside well over 50 charities, giving ALP a well rounded and comprehensive perspective and insight on matters relating to its remit.
· With regard to DWP provision, around 80 of our members have declared they currently hold welfare-to-work contracts, but including subcontractors we estimate the numbers involved in this sector to be considerably in excess of this. No less than 8 of the Top 10 DWP providers are members of ALP, accounting between them for nearly £560m of welfare-to-work expenditure out of a combined spend of over £930m for the Top 40 providers. Combined with the extensive number of DWP subcontractors in membership we therefore expect ALP members to be heavily represented in delivery of the planned Work Programme.
· We have built up strong relations at a wide range of levels within both DWP and JCP and have aimed to place ourselves as a “critical friend”, ensuring that provider views are adequately represented but also ensuring that DWP perspectives are accurately passed back to our membership. We hold two places on the DWP Provision Forum, with a number of our members also independently attending. Our Chairman and Chief Executive have had meetings with Secretaries of State within DWP over a period of time as part of our ongoing high-level interaction. We are also active members of the Merlin Standard Advisory Group.
· Comments from our members pertaining to your enquiry were invited at an early stage. A draft version of this paper was circulated to them for comments prior to its submission, and their responses have informed this final version. 

· We believe therefore that we are in an excellent position to pass comment on the aspects of your current inquiry that fall within our remit, and we would be delighted to give oral evidence to the committee should this be required.

Summary 

(i) We are reassured to hear the general intention of DWP to ensure pluralistic Work Programme contracting but would warn strongly against any possibility of returning to monopolistic models. (Para 5)
(ii) We very much support the aspiration for other government departments to access and use the Framework Agreement, which we believe would provide significant efficiency savings in procurement costs and also enable economies of scale to be gained from those providers operating across a number of different government departments. (Para 6)
(iii) ALP continues to advocate an independent procurement agency that delivers procurement solutions for employment and skills across the whole of government. (Para 7)
(iv) We believe that DWP must take a much more pro-active approach to helping providers to determine TUPE eligibility and/or to mitigate the problems that the current timetabling potentially has the capacity to cause. As a minimum it would appear sensible for DWP to extend all legacy contracts to align with the expiration of FND at the end of June 2011. (Para 16)
(v) Because of the timing of the release of the Framework, the already resource-hungry task of tendering for bids is being made even more expensive and less efficient. Lessons must now be learnt from this for future contracting rounds, as this is a predictable and not unfamiliar scenario. (Para 18)
(vi) Whilst we very much welcome the introduction of the DEL/AME switch as a way of increasing welfare to work funding, we are concerned that the implications of this on subcontractors, as opposed to Primes, must be properly taken into account when devising financial models. (Para 20)
(vii) The integration of the employability and skills agenda still presents a significant omission in any meaningful way in the inherent strategic planning for the Work Programme. (Para 22)
(viii) ALP fully supports the aspiration for the sector to "own" the Merlin Standard. (Para 24)
(ix) We are concerned that a payments by results ratio as high as that being considered may promote the demonstration of a commitment to outputs at the expense of building a sustainable and viable delivery model. (Para 26)
(x) The criteria for Framework participation does mitigate the risk of market failure to some extent, but does not take account of the models of financing being used by subcontractors, which could prove to be an operational weak link. (Para 28)
(xi) Whilst ALP is, in general terms, in favour of the concept of differential pricing, it is difficult to see how this can be achieved without over-complicating a process which even in its broad-brush form already presents a considerable financial and operational delivery risk to those contracted to deliver it. (Para 34)
(xii) It should be made clear what sort of role is expected of local authorities in the Work Programme process - even if it is that they have no role at all - in order to sidestep avoidable undesirable consequences. (Para 36)
ALP's view of the Work Programme

1. The links between the Work Programme as it is currently envisaged, and Lord Freud's report are clear, as is the alignment with the overall thrust of the DWP commissioning strategy published in ..........

2. To a large extent therefore our view of, and reservations about, the Work Programme reflect our concerns with both of these original documents. 

3. That said, in broad terms we have been supportive of both publications with the caveat that we have consistently warned against the dangers of a drift into monopoly situations, whereby "mega-providers" monopolise welfare-to-work supply in any given contractual area. Our original concerns were largely centred on the limitation of choice that this would entail on both the customer and indeed DWP itself as it seeks to provide innovative and (primarily) effective provision across the piece. 
4. These concerns remain, but have been amplified by the introduction of the Framework Agreement which limits Prime Contractors for the Work Programme (and other welfare-to-work strands) to a turnover in excess of around £20m. Of DWP's top 100 providers, only 12 are reported to have DWP contracts in excess of this figure
. Although the potential pool of eligible contractors is increased by competitors from overseas, the potential for market failure given the payment models under consideration (see below), and the risks that these involve, is increased. In monopoly situations it would on the face of it appear difficult to easily replace provision quickly in a contracted area should a Prime Contractor voluntarily or involuntarily exit the market.
5. We are therefore reassured to hear the general intention of DWP to ensure pluralistic Work Programme contracting - indicatively there will be between 3 and 8 providers per lot -  but would warn strongly against any possibility of returning to monopolistic models.

The Framework Agreement

6. Work Programme contracting is predicated on acceptance on to what has become known just as The Framework. This is effectively an approved supplier list which is designed to apply for 4 years, and DWP has aspirations for its use by other government departments in the procurement of employability-related provision. We very much support this aspiration, which we believe would provide significant efficiency savings in procurement costs and also enable economies of scale to be gained from those providers operating such contracts across number of different government departments.
7. ALP has for some time gone further than this however, advocating an independent procurement agency that delivers procurement solutions across the whole of government. We have long been of the opinion that to have silos of  training and employability infrastructures under the separate direction of BIS, DWP - and to some extent as well YPLA - is inefficient and illogical, particularly when in very many cases they contain the same organisations having to operate under differing systems of procurement, bureaucracy and paperwork. More details on our policy in this respect can be found in our paper........

Transition from legacy programmes

8. In recent months and weeks, as more has become clear about the design and timetabling of the introduction of the Work Programme, so concerns as to transition have mounted.

9. These particularly centre on timetabling issues around the running-down of legacy programmes such as the New Deal and the introduction of the Work Programme. Prime Contractors for New Deal have contracts for example that are due to expire at the end of March, and Flexible New Deal (FND) Primes have contracts until the end of June, but as yet it is unclear when exactly the Work Programme will come in to "pick up the slack" in provision. In such situations therefore, providers are faced with the certainty of beginning to make arrangements to close existing centres down and make staff redundant, resulting in a reduction in capacity, even though the same centres and staff may be required for any Work Programme provision that may subsequently be introduced. This will clearly result in a loss of infrastructure and resources, but perhaps more damaging a loss of experience, knowledge and supply chain relationships that have in some cases taken years to build.

10. More crucially, many claimants will not have access to welfare to work help in the intervening period, or will be subject to a postcode lottery as to whether or not help is available. For example, where FND and New Deal/Employment Zone areas abut each other (as in Essex and Suffolk), by April 2011 residents of one village will have FND provision available while residents of another village four miles away will have nothing at all as the New Deal contract expires.
11. We have been made aware by one member that continuing problems with JCP's "marker system" have in any event meant referrals to New Deal provision are already much lower than they should be. This has exacerbated the pressure to unwind New Deal commitments as fast as possible and run down provision early. This will all contribute to a situation where incoming Work Programme Prime Contractors will find that a good deal of existing and effective provision has disappeared by the time they are ready to start delivering. Restarting such provision is not easy nor quick, and particularly where there are such high financial risks involved providers who have had to close provision down will be extremely cautious about being persuaded to have to re-open it again some months later. This is likely to lead to upward cost pressures on the Work programme itself, which will tend to mitigate against value for money from the public purse. 

12. Ministers have claimed that problems of gaps in provision coverage will not arise because jobseekers will be able to access enhanced support from Jobcentre Plus as well as being able to use work clubs and other initiatives. This is not however the comprehensive coverage of the Work Programme by any stretch of the imagination, and is considerably less than would be on offer had the existing provision not been wound down.
13. In any case, such views appear at odds with those of DWP spokesmen, as evidenced by a recent article in the Financial Times of 31st October 2010
 when they acknowledged gaps in provision would exist, whilst only questioning how long they would last.
14. Transition also inevitably creates many difficulties as regards TUPE, particularly for national providers who are operating a variety of legacy funding streams in different areas of the country. TUPE legislation is complex at the best of times and there is considerable disquiet as to its application here, particularly in cases where there are enforced gaps between legacy provision running down and new provision coming in. 
15. Members have also asked about the TUPE situation for welfare to work programmes outside those that providers have already been asked to supply details for (FND, Pathways, New Deal, etc). For example, given that the Work Programme is designed to be an all-encompassing provision for unemployed people, there is concern that staff working on contracts such as the Community Task Force, Routes into Work etc may well be left with no TUPE transfer rights at all, even though such programmes look on the face of it to be being subsumed into the Work Programme.
16. Historically DWP have tended to evade the question of TUPE rights and largely left it to providers to determine. However it is acknowledged that the financial risks of the Work Programme are already inherently much greater than any such programme that has gone before, and we believe that DWP must take a much more pro-active approach to helping providers to determine TUPE eligibility and/or to mitigate the problems that the current timetabling potentially has the capacity to cause. As a minimum it would appear sensible for DWP to extend all legacy contracts to align with the expiration of FND at the end of June 2011.

Supply chain management
17. One of the key determinants of the approach of the Work Programme as against previous forms of welfare to work provision is the emphasis that is being placed on supply chain management capability. It is clear that an all-encompassing programme such as the Work Programme cannot realistically be delivered by just one company, therefore a potential Prime's ability to construct and manage a supply chain becomes a critical factor in ensuring that the Work Programme as a whole delivers as required.
18. One concern that ALP members have had regarding this is the fact that because the Work Programme concept is being brought to fruition in such a relatively compressed timescale, discussions to build strong subcontractor relations and supply chains have necessarily had to be conducted under extreme time pressure. Not only have Primes had to make themselves aware very quickly of not only who is delivering in the geographical lots in which they are interested, but of understanding what and how well they could deliver. Because of the timing of the release of the Framework and its proximity to the opening of tendering for the Work Programme, many organisations (both potential Primes and subcontractors) are finding themselves deeply involved in discussions about possible supply chain arrangements when in some cases both sides know it is more likely than not that the Prime will decide not, or not be able, to bid for the lot in any case. This makes the already resource-hungry task of tendering for bids even more expensive and less efficient. Lessons should be learnt from this for future contracting rounds - although it has to be said that this is a predictable and not unfamiliar scenario, and it is frustrating that these sort of problems were yet again not addressed in advance.
19. Subcontractors further down the supply chain also have concerns about their positioning regarding risk transfer. With the relative lack of regulation coming from DWP as regards to the issue of financial topslicing of contracts by Primes, there is anxiety that a programme that bears considerable financial risk for the Prime may also transfer an inappropriate amount of that risk down the supply chain. 
20. This is not just about topslicing, although that is a key concern - it is also about how the funding via the DEL/AME switch will affect the models of payments that subcontractors receive. The "received wisdom" is that it is really Primes that will be concerned about this issue - hence the £20m turnover limit on the framework - but in reality if pricing models down the supply chain reflect the payment mechanisms imposed on the Primes by the use of DEL/AME then potentially there will be far more considerable capitalisation issues for subcontractors than has perhaps been currently appreciated. Whilst we very much welcome the introduction of the DEL/AME switch as a way of increasing welfare to work funding, we are concerned that the implications of this on subcontractors, as opposed to Primes, must be properly taken into account by all parties when devising financial models.

21. It is important that supply chains are able to deliver across the range of customers likely to be referred to Work Programme provision. In our view, and particularly given our expertise in the areas of skills provision, we believe that as yet neither DWP, potential Primes nor for that matter enough potential subcontractors have yet fully appreciated the potential worth of sector-specific provision to employability outcomes. For example, one major automotive employer/provider recently reported that having made themselves known to a potential Prime with the information that around the country they had something like 1,000 jobs on offer at a variety of garages and car dealers, they were more or less dismissed with the comment that, "You're a bit niche though, aren't you?" We have heard similar reports from the creative and media industries, which of course account for a significant amount of employment in the country as a whole. It is difficult to understand this perception until it is taken into account that the Work Programme procurement programme is heavily predicated on geography rather than industrial labour market sectors. 
22. Whilst much is talked of the importance of skills provision within the Work Programme supply chain, it is not at all obvious that many of the parties involved in constructing the supply chains really appreciate the opportunities this presents. ALP, in partnership with the Centre of Economic Inclusion (CESI) is undertaking work with our membership and others to try and address this gap, but the integration of the employability and skills agenda still presents a significant omission in any meaningful way in the planning for the Work Programme, which would result in a very large missed opportunity.
23. The Merlin Standard has of course been developed with a view to regulating market behaviours in supply chains, and it has been made clear on several occasions by Ministers that those not adhering to the word and spirit of Merlin can expect short thrift from DWP when it comes to considering the impact on both current and future contracting. Merlin has indeed come a long way from its initial days when it was very unclear as to whether its purpose was to aid procurement, or regulate delivery. The pilot process of accreditation has been (generally) well-received by providers who underwent it, and indeed its results were encouraging in that it showed fewer problems in supply chain behaviours than perhaps many had predicted or feared.
24. DWP have made it clear that they wish the sector itself to "own" the Merlin Standard, and ALP fully supports this aspiration. ALP has always been predicated on the need for high quality provision to be delivered by high quality providers operating on sound and fair business principles. We have also long stood against the over-prescription of provision by government and its agencies, believing that it is the providers themselves - the professionals in the industry - who are best able to judge both what will be the most effective method of delivery and to be trusted to regulate the business behaviours between delivery organisations necessary to allow and facilitate this. Having had considerable involvement in a similar process in the skills sector - for example in workforce reform, Framework for Excellence, and the formation of the Single Voice organisation to promote and oversee sector self-regulation issues - we feel we have much to offer the process of ensuring Merlin can become a sector-owned reality within a reasonably short working timescale. We have recently proposed our leadership in this process to DWP and are working with other stakeholders in the sector to help to bring a fully inclusive process about.
Payments by results

25. The notion of an emphasis on payment by results is not new. What is new is the proposal within the Work Programme that the proportion of payments set against results should be in excess of 90%. Coupled with the policy aim to encourage sustained employment outcomes over perhaps several years - and thus use the payment methodology to reward this - this brings about the prospect of a programme that plays for very high stakes in terms of risk and reward to providers involved in delivery.

26. We understand the concept that high payment by results ratio demonstrates a commitment to results. We are however concerned that a ratio as high as that being considered promotes the demonstration of commitment at the expense of building a sustainable and viable delivery model. It is doubtful, after all, that were output-related payment levels to be set at (say) 75%, providers will be 15% less committed than if they were set at 90%. Indeed, it is doubtful they would be less committed at all.

27. In principle we have no objection the concept of payments by results. We are however concerned at the levels of such payments that are being considered, particularly when bearing in mind the intent to link these to sustained employment durations. This is a "double whammy", requiring a high level of outputs to make delivery viable, coupled with the dangers of extended cash flows.
28. The Framework seeks to address some of this risk by ensuring that only organisations with a suitable level of turnover (broadly £20m) and capitalisation can bid for Prime Contracts. This, it is believed, will reduce the risk of market failure. Our concern is that whilst the Framework does mitigate this risk to some extent, what it does not do is in any way take account of the models of financing being used by subcontractors, and this could prove to be an operational weak link - particularly where Prime Contractors mirror (either wholly or in part) the terms and conditions of their Prime Contracts in subcontract agreements.
Differential payments
29. The notion of differential payments is partly an attempt to address the concepts of "creaming" and "parking" whereby those closest to the labour market are fast-tracked into work and those furthest, and thus requiring more costly interventions to return to work, are effectively sidelined. 

30. There are several ways in which this can be done. Work was done fairly recently by DWP into what was called "accelerated payments" whereby the unit price for a job outcome increased with the more jobs that were attained. This was designed to mean that those furthest from the labour market (and thus requiring more time and work to return) would bring in payments at least in line with the expenditure outlayed on them by the provider, thus preventing "parking".
31. The problem with this model is that it is very easy to see why it would do no such thing. Given the high levels of unemployment and the increasing numbers of workers coming on to the market, many referrals on to welfare-to-work programmes will be in relative terms still very close to the labour market and not present many (or difficult) barriers to re-employment. Providers could therefore concentrate their operational strategy on returning these people to work and over time drive up the unit price without necessarily having to address the harder-to-help cohorts.
32. More recently the suggestion has centred on differential pricing for individuals based on their barriers to work and the difficulties these present to providers. Whilst this has conceptual logic, it will require careful analysis of possible barriers to work and a relative prioritisation of their difficulty in an abstract form before it can be applied operationally in terms of applying pricing formulae. Where customers have multiple barriers to employment, the question arises whether each barrier should be priced individually, or weigh against each other in order to produce a final price. 

33. This all inherently presents the prospect of extensive bureaucracy being introduced into the process as providers will be asked to assess individuals against prescribed criteria and moreover justify the results of their assessments in any subsequent financial audit process. Whilst to some extent providers will be historically used to this format, it does not comfortably align with the Work Programme's aspiration to be a "black box" process with the minimum of prescription.
34. Whilst therefore ALP is in general terms in favour of the concept of differential pricing, it is difficult to see how it can be achieved without over-complicating a process which even in its broad-brush form already presents a considerable increase in financial and operational delivery risk to those contracted to deliver it. The relatively simple notion of a fixed price per unit does however weigh against the notion of personalising the programme, and does nothing to eliminate creaming and parking. Considerable work still needs to be undertaken to find a workable solution to this conundrum, and ALP is very keen to be involved in the process of finding a solution that will meet both government priorities and provider financial/operational requirements.
Local authority interface
35. Recent years have seen constant and rapid change in the machinery of government, and central to all of this has been the role of local authorities within the provision of employment and skills procurement. Whilst ALP is pleased that local authorities are not to be given control over skills budgets, they still have an important role in the identification of skills and employment needs within their respective geographical areas. At the moment however, we feel this role requires further definition. It is not clear for example how they are to interact with Work Programme providers in their areas, nor indeed whether their views of how such providers are performing will in any way be taken into account when contracts are up for renewal. 
36. It may well be that the system falls back again on its inherent lack of prescription - that the relationship between local authority and providers needs only to be what it needs to be for that particular provision to work optimally. This however leads to some confusion as to whether - or how - local authorities need to be engaged as part of the Work Programme's procurement or delivery stages. Particularly at a time when public funding for local authorities is being cut, and tough decisions are having to be made about their priorities and resource deployment, it seems only right that a clear distinction should be made about what sort of role is expected of them in the process - even if it is that they have no role at all - in order to sidestep avoidable undesirable consequences.
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