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EXECUTIVE SUMMARY

1. This is an interim evaluation of a computer  training programme for  unemployed people  which was created in 1999.  Five  separate 18 week courses have been  completed  so far  between March 1999 and September 2001, with a total of 51 participants.  Each course consisted of 12 weeks classroom training and a 6 week work experience placement with a private company or public sector agency. The programme has been  delivered for SEFV by Learning IT Ltd, an ICT training company based in Stirling.

2. The objectives of the programme are to retrain unemployed workers in ICT network support where acute skill shortages were perceived locally and nationally, and to effect a transfer of labour between declining and expanding sectors of the local economy.

3. Three qualifications are gained by formal examination: the European Computer Driving Licence (ECDL); the A+ hardware and systems qualification by ComTIA; and the Microsoft Certified Professional (MCP) qualification for Windows 2000 network servers.

4. The total cumulative cost of the programme has been £285,825 with an average gross unit cost of £5,604 for each participant retrained.

5. The interim evaluation was conducted by a telephone sample survey of 51% of the course participants, a review of papers and consultations with relevant personnel.  It assessed  cost effectiveness and cost efficiency components of the programme in terms of net additional economic benefits proxied by employment and the payback time of net additional unit costs from direct and indirect taxes.  It also considered elements of administrative process and participant experience of the course.

6. In terms of cost effectiveness, the findings show net additional benefit at local and national levels to be less than anticipated as a result of  lower additionality and higher displacement.  These outcomes could be significantly improved  by  changes to the operation of the programme. To an extent displacement has been increased by short-term skewing of the market by ICT  industry cutbacks, leading to strong competition for jobs.  There are also significant qualitative benefits which ameliorate the quantitative findings.

7. In terms of cost efficiency, 18 weeks training leads to an income increase from unemployment benefits to 10% above the average annual male income for Scotland within 2 years of course completion. A discounted  calculation of direct and indirect tax receipts shows a payback time within 4 years.  The course is assessed as an efficient investment in human capital and one which could be further enhanced by the modifications to improve cost effectiveness.

8. Participant experience of the courses was positive.  The classroom training component of the courses was very highly valued.  The placement element of the course was vital to securing an initial job in the ICT sector.

9. Overall, the evaluation confirms  that continuation of the programme is worthwhile but recommends some changes to its operation and a review of the market and the relevance of qualifications.

IINTRODUCTION

1.1
We were commissioned by Scottish Enterprise Forth Valley (SEFV) on 14 May 2002 to carry out an urgent interim evaluation of a Computer Network Training (CNT) Programme established in 1999 to offer retraining in computer skills to unemployed residents of Forth Valley and to provide a supply of scarce information and communications technology (ICT) skills to the market.  The research for this commission was carried out in May and June 2002 by Roger Leclerc and Professor Mark Brownrigg.

1.2
The purpose of this interim evaluation is:

· to take stock of the programme’s past performance in relation to the objectives and  targets set for it.

· to consider necessary modifications to its operation to improve its effectiveness.

· To assess  its net additional economic impacts.

· To assess cost efficiency aspects.

· to support an application to SE PAG for funding for a further extension of the programme.

Outline Programme Description

1.3
The CNT programme is geared towards Microsoft based desktop computer system networks and provides three linked qualification elements:

· Software training for competence with commonly used applications (now the Microsoft Office 2000 suite) leading to certification of basic competency through the award of the EU recognised  European Computer Driving Licence (ECDL) administered in the UK by the British Computer Society
.

· Skills training on computer hardware and operating systems leading to the award of the A+ vendor-neutral entry level global-recognition certification for computer service and support personnel awarded by the Computer Technology Industry Association
 (CompTIA).

· Preparation for the Microsoft examination leading to the award of Microsoft Certified Professional (MCP)
 the entry level qualification of a global-recognition vendor-specific multi-level certification system for technical support staff on Microsoft systems. In 1999 this related to the Windows NT server examination, from 2000 on to the Windows 2000 server examination.

1.4
All three qualifications are obtained by successful participants on a course by examination. Selection for a course is by interview and formal aptitude testing.  Each course takes 18 weeks to complete and consists of 12 weeks of classroom based learning and 6 weeks of hands-on practical experience in a placement with a commercial company or public sector agency.  The placement component of the training distinguishes this course from other common forms of IT training. Unemployed participants are eligible to receive a weekly training subsistence allowance of £70.00 and travel expenses and have all training costs paid i.e.  there is no cost to a participant. Five individual courses have been organised within the programme so far: March 1999, November 1999, September 2000, November 2000 and September 2001.

1.4
This programme has been  delivered externally for SEFV by a contracted local-to-FV training provider selected by tender for each annual round.  In the event, all five courses have been delivered by Learning IT Ltd. an SME commercial ICT training company based in Stirling.  Learning IT are given full administrative responsibility for participant selection and organisation of the course run within the programme.

1.5
A total of 51 participants have enrolled on the programme since March 1999 of whom 49 completed the whole course successfully and 2 failed to complete the MCP element.  Total out-turn expenditure  on the programme from 1999-2001 is £285,825.00. The September 2001 course funding showed a notional £5000 contribution from the private sector “in kind”, but this has been excluded for calculation purposes.  The average gross out-turn cost per participant is £5,604 with a range of £5,515-£5,700 between years.  The March 1999 course (only) attracted a funding contribution of £25,605 (included in the gross out-turn costs above)  from the European Social Fund (ESF) Objective 2 Measure 4.3 (specific skill shortages in key areas of technology). Net expenditure by SEFV is therefore £260,220.00. 

1.6
Detailed further consideration of specific elements of the course and its genesis, market context  and participant profile aspects are considered in section 2.

Interim Evaluation Methodology

1.7
This interim evaluation was undertaken under pressure of both time and cost and is axiomatically limited by these controls. Our research method has consisted of four components:

· A review off casefiles and data from SEFV and Learning IT Ltd regarding the course organisation, procedures, participant profiles and selection;

· Consultations with appropriate personnel in SE and Learning IT;

· A limited scale web-search for relevant background  or supporting data.

· A telephone survey of participants on the courses at their home address to establish their experience of the courses and details of current employment, employment history and salary levels. 

1.8
The contact information for the telephone survey was provided by Learning IT Ltd.  In the event, application forms and  contact telephone numbers had been misplaced for the March 1999 course (10 participants). We did not have sufficient time to undertake an independent  trace for this group. This left an available population of 41 participants and we attempted to contact as many as possible over a 14 day period  in June 2002 including weekends making multiple calls to the numbers provided.  In this time we were able to contact 26 participants, or 63% of the available population and 51% of the total number of participants on the 5 courses. Non response resulted primarily from no answer to  repeated telephone calls or in a few cases from a failure to phone back after a message had been left.  Only one directly contacted participant refused to be interviewed.

1.9
The spread of contacts was skewed towards more recent course cohorts as shown below:

	Course
	Interviewed

	March 1999
	excluded  10 of 10

	November 1999
	5 of 11

	September 2000
	5 of 10

	November 2000
	9 of 10

	August 2001
	7 of 10

	Overall
	26 of 51


Because of this skew, we have carried out our net economic benefit and cost efficiency calculations based on the sample alone, rather than to gross up the sample results to the whole population. We consider this is a sufficient sample for our purposes but would have preferred additional interviews with participants from the earlier courses.  There were indications from the sample (but on small numbers) that the full advantages of participation on the course did not develop in job security and salary terms for at least 2 years and we qualify our findings appropriately within our detailed narratives.

Report Structure

1.10
This report consist of four further sections:

· Section 2 considers  findings on key elements of course context and detail.

· Section 3 considers findings on administrative process.

· Section 4 considers cost effectiveness in terms of net additional economic impacts calculated within SE standard methodology and the cost efficiency of the course in terms of a simple model to calculate the training investment payback time from direct and indirect taxation paid from net additional salaries of participants in employment.

· Section 5 considers our overall conclusions and recommendations.

Findings

1.11
In summary, our interim conclusions are positive that this is a course worth continuing but 

· because it is in a very fast moving and volatile market sector some further reassessment of the market is necessary;

· some revisions to course structure and administration may be appropriate;

· net additional economic benefits based on the sample are lower than initially anticipated and the cost/net additional benefit is high, but the payback period from taxes is short, which makes this programme an attractive investment in human capital.

· economic impacts of the programme can be significantly improved by adjusting the participant selection process to enhance additionality and ensuring that training remains focussed on scarcity conditions to minimise displacement. 

· there are high value qualitative additionalities to this programme which ameliorate the quantitative findings on net additional impact.

1.12
We record our thanks to participant interviewees for their willingness to discuss their experience of the course frankly and to provide us with sensitive  personal data, and to Kirsty Kerr and Laura Fenton of Learning IT Ltd. for their helpfulness and co-operation with the evaluation.

COURSE CONTEXT AND DETAIL

Genesis and Rationale

2.1
The need for a skill development programme in ICT in FV emerged in the mid 1990s as industry and commerce switched from manual to IT based systems on a growing scale. As in the initial adoption of any step change technology, there was an acute shortage of technical support staff to establish and maintain computer based systems. Demonstrated demand for such skills greatly exceeded supply at local and at national level.  Such staff needed the aptitude and ability to absorb relatively complex training. 

2.2
At the same time, the restructuring of the UK economy, and especially the decline in traditional manufacturing sectors strongly reflected locally in FV,  was leading to large-scale redundancies of individuals with technical expertise now in demand on a very much reduced scale.   Here, supply greatly exceeded demand.  However these individuals had an already demonstrated aptitude to absorb high level intensive training. ICT re-training was perceived as a route to switch this available labour supply into a knowledge economy sector with high demand and long term employment opportunities.

2.3 In this context:

· By the late 1990s the capacity and power of desktop PCs had developed to such an extent they were being systematically adopted by businesses especially in small to medium sized companies in server based networks. The primary though not the only operating system was Microsoft Windows NT, later Windows 2000.

· There was growing demand for formally qualified IT specialists to maintain such systems needing both software and hardware understanding and skills.   Both software and hardware vendors and wider trade associations had established  globally recognised certification procedures involving training and examinations.

· While individuals could obtain training, the cost was very high because of the shortage of trainers and the high demand for them. This created  significant entry barriers to unemployed people, coupled with a reluctance by employers to invest in such training.

· A public sector funded training course focussed on PC network maintenance and administration and targeted at unemployed people with appropriate aptitude was perceived to have  a very high chance of redirecting labour into knowledge economy employment with long term prospects and high wages while at the same time helping to fill an acute skills shortage within the economy

Elements of Market Failure

2.4
The elements of market failure used as justification for  the course have remained consistent throughout the 5 courses run so far:

· Externalities in relation to lack of confidence to apply for training; reluctance of organisations to organise their own training courses; reluctance of employers to recruit people lacking experience.

· Information Deficiencies in relation to potential applicants’ knowledge of ICT job types and opportunities for training.

· Risk Aversion in relation to the cost of training for both individuals and employers.

Course Target Outputs

2.5
Each of the 5 courses under this programme  has been approved individually and targets set on that basis. The target has been the same for each course:

· To create and sustain 10 jobs in computer network support. The ESF application for the first course (March 1999) had a target of 70% of the course in ICT employment but stated that “whilst attainment of employment of any type can be classified as a  positive outcome the success of this project will be measured in the grade and level of employment secured”

· These jobs will bring unemployed people back into the labour market with new skills. 

· There is a clear implication but not a specific statement that participants will have worked in some other  declining sector of the economy previously. 

· There is a clear implication but not a specific statement that the target group for this programme are the longer term unemployed and  therefore registered unemployed people.

Claimed additionality and displacement

2.6
In approval papers the courses are claimed as 100% additional because they would not have taken place unless funded by SEFV.

2.7
Displacement for the courses is claimed to be very low because the skills shortage is so severe those already in the market will not be affected.

Course Content

2.9
As noted earlier the course provides twelve weeks of classroom learning by participants and the following qualifications by examination:

· ECDL for applications

· A+ for hardware

· MCP for the W2K Server

2.10
The course also provides for a six week period of work experience through a business sector or a public sector work 

placement.

Selection Process

2.11
Participants are subject to a rigorous selection process, consisting of formal IT industry aptitude testing and interviews. The whole of the selection process is delegated to Learning IT Ltd.  We were told by Learning IT that no instructions have been given to them by SEFV regarding the selection of participants other than they should be not working (as distinct from being registered unemployed)  and live in the FV area.

· Local newspaper and other advertisements generate between 80 and 100 completed applications for each course from FV residents.

· These are systematically sieved to around 30 applicants who are tested and interviewed and from whom 10 are selected as course participants.

· The principal sieving criteria relate to previous knowledge/experience of computer systems, whether formal or informal and to a demonstrated interest in IT. 

Characteristics of Participants

2.12
 We analysed the application forms of 41 of 51 participants on 4 courses from November 1999 to September 2001. The 10 application forms for the March 1999 course were missing.  An aggregate breakdown of basic characteristics at the time of application for a course is shown in the full page table overleaf.

2.13
Key demographic statistics for this group are:

· 73% were men, 27% were women. Only 1 participant (m) was from an ethnic minority background.

· 46% of men and 36% of women were in their 20s. Overall, 44% of participants were aged 21-30, of whom 29% were 21-25.

· 33% of men and 64% of women were in their 30s. Overall 41% of participants were aged 31-40.

· Overall, 10% of participants were in their 40s (all men 4#). 

· One participant was under 20 and one was over 50 (both m)

· Overall, 12% (4#m,1#f) had a significant disability or health problem. 

2.14
Key educational statistics for this group are:

· 46% had completed at least 1 university degree, of which 29% also had a university postgraduate qualification.

· 46% had completed some form of non university adult learning (mainly FE Colleges.

· 7% (3#) had only secondary school qualifications.

· 73% had previous directly relevant ICT linked training or work experience in some form.

2.15
Key unemployment statistics for this group are:

· Overall 66% had been out of work for less than 6 months. A number of these appear to be university graduates or postgraduates who had never had previous full time employment.

· Overall 15% had been out of work for between 6 and 12 months.  12% (5#) had not worked for between 1 and 5 years (3#f).

· 3 participants appear to have been in work at the time they applied for the course.

NB. Data on unemployment is difficult to establish from the application forms. There is no direct question relating to length of unemployment nor whether an applicant is registered unemployed. The data above  is derived from of the employment history information provided by applicants.

2.16
From our survey of participants, 23 of 26 (88%) interviewed were registered unemployed by the time they enrolled on the course as follows:

	Period of  Registered Unemployment
	Number

(% total)

	4 weeks or less
	7 (30%)

	>1 but  <6 months
	10 (43%)

	>6 but <12 months
	3 (13%)

	1-2 years
	2 

	5 years
	1 


73% of the sample had been registered unemployed for less than 6 months. 86% had been unemployed for less than 1 year.  For those unemployed for less than 4 

PARTICIPANT  STATISTICS

COMPUTER NETWORK TRAINING PROGRAMME by LEARNING IT Ltd. 

	SUMMARY : 4 COURSES  1999-2001 = 41 participants



	Gender
	
	M = 30 (%of)
	F =11 (%of)
	Total = 41
	% total
	M=73.2%

F = 26.8%

	

	Age on Enrolment
	20 or less
	1 (3.3)
	-
	1
	2.4
	

	
	21-25
	10 (33.3)
	2 (18.2)
	12
	29.3
	

	
	26-30
	4 (13.3)
	2 (18.2)
	6
	14.6
	

	
	31-35
	8 (26.6)
	3 (27.3)
	11
	26.8
	

	
	36-40
	2 (6.7)
	4 (36.4)
	6
	14.6
	

	
	41-45
	3 (10.0)
	-
	3
	7.3
	

	
	46-50
	1 (3.3)
	-
	1
	2.4
	

	
	over 50
	1 (3.3)
	-
	1
	2.4
	

	

	Ethnic Origin
	white
	29 (96.7)
	11 (100.0)
	40
	97.6
	

	
	other
	1 (3.3)
	
	
	2.4
	

	

	Disability
	physical or health
	4 (13.3)
	1 (9.1)
	5
	12.2
	

	

	Education

Highest Qualification
	school  0
	
	
	
	
	

	
	school  A
	3 (10.0)
	-
	3
	7.3
	

	
	non university adult learning  (mostly Colleges of Further Education)
	15 (50.0)
	4 (36.4)
	19
	46.3
	

	
	university undergraduate degree
	3 (10.0)
	4 (36.4)
	7
	17.1
	

	
	university postgraduate  qualification
	9 (30.0)
	3 (27.3)
	12
	29.3
	

	

	Previous IT Training
	had previous directly relevant IT linked training or work experience
	23 (76.6)
	7 (63.6)
	30
	73.1
	

	

	Not Working
	< 6 months
	23 (76.6)
	4 (36.4)
	27
	65.9
	

	
	6 –11 months
	3 (10.0)
	3 (27.3)
	6
	14.6
	

	
	more than 1 less than 2 years
	2 (6.7)
	1 (9.1)
	3
	7.3
	

	
	between 2-5 years
	
	
	
	
	

	
	over 5 years
	
	2 (18.2)
	2
	4.9
	

	
	
	
	
	
	
	

	
	employed
	2 (6.7)
	1 (9.1)
	3
	7.3
	


weeks, registering as unemployed was concurrent with making preparations  for enrolment on the course.

2.17
The sample findings on unemployment broadly support our analysis of the application forms.

2.18
The occupational circumstances  of the sample interviewed was as shown below

	Circumstances
	Number 

(% total)

	Made redundant
	8 (31%)

	Full time education
	6 (23%)

	Left job of own accord
	6 (23%)

	Own company failed
	1

	Back from overseas
	2

	At home with children
	2

	Illness (incapacity benefit)
	1


While only 31% had been made redundant from full time private sector employment, overall 65% (17#) had previously been in full time work of some sort. 42% (11#) of interviewed participants had decided voluntarily on a change of career direction.

Characteristics of Unsuccessful Applicants

2.19
Because of the scale of the task and limited time we have not examined in detail all the files relating to unsuccessful applicants for the courses. However from available data (not a complete set) supplied by Learning IT, we have scanned  52 case files of unsuccessful applicants selected for formal testing and interview, and a further 233 of applicants eliminated on the first selection sieve.

2.20
Of the unsuccessful interviewees:

· 85% were men and 15% were women.

· 54% were in their 20s of which 57% were under 25.

· 25% were in their 30s.

· 20% were over 40.

· As with the successful participants all these candidates had previous direct IT experience / interest / qualifications.

· Comparison with the details of participants shows a slight skew (on small numbers) in selection towards candidates in their 30s.

2.21
Of the eliminated (non-interview) applicants:

· 82% were men and 18% were women.

· There is a pronounced diversity in age, education, skills and work experience with a significant majority appearing (on a fast scan of the data) to have little or no previous IT qualifications, knowledge or experience.

2.22
Issues of selection are a key finding of this interim evaluation, especially with regard to their impact on net additional economic benefit, and we return to the subject in  Sections 4 and 5 below.

Post course employment 

2.23
From the interviewed sample of 26 participants we have established post course work experience and salary levels. 

· 21 of 26 (81%) are in employment in ICT, of which two are part time.

· 5 of 26 (19%) have never worked in ICT since completing the course.

· Of the 5, 4 remain  on unemployment or incapacity benefit. 1 has been employed but  never in ICT.

2.24
Continuation of placement employment is the key route to achieving the switch to a career in IT and a distinguishing feature of this programme:

	Source of Employment
	Number

	Placement: FT permanent
	13 

	Placement: FT contract
	4

	Placement: PT permanent
	1

	Other IT full time
	1

	Other IT part time
	1

	In IT employment
	21

	

	Working but never in IT
	1

	Unemployed since course
	4

	In IT now but actively seeking non IT work or conversion training
	3


· 86% of those in work (18#) obtained it either as an immediate or subsequent continuation of their course placement. 52% of the current full time permanent employees in placement companies started as contract labour.  Conversion to a permanent establishment post is most common in either IT service providers or the public sector.  Typically, where IT is an internal service, technical personnel are retained on renewable contracts of 1,3, or 6 months and do not convert to permanent establishment employment.

· All three people in work but not with their placement company were unemployed for more than 6 months after completing the course and experienced acute competition for jobs in the open market.  One was unable to find work in IT and abandoned the attempt to change career direction.

· Four people have been unemployed since completing the course. All have particular personal circumstances which make FT work difficult, but all have experienced acute competition for jobs whether FT or PT in the open market.

· 8 of 26 people interviewed either have not gained a career in IT or are now actively seeking to leave the IT industry. This is 30% of the sample.  However 70% had achieved career changes and wished to continue with their new direction.

Residence and employment location

2.25
Of the full sample (26), 88% (23#)  remain Forth Valley residents.

2.26
Of the sample in work (21), 86% (18#) still live locally and 14% (3#) live elsewhere in Scotland having moved for work as a result of employment obtained from the course.

2.27
Of the sample in work, 38% (8#) work in FV but 62% (13#) work elsewhere in Scotland, principally in Edinburgh, Glasgow and Dundee.  This confirms the already known open-ness of the FV local economy to leakage but retains Scottish level benefit.

IT Employment Earnings

2.28
We were able to obtain data on earnings from the sample in IT work:

· gross starting salaries are in the range £12K - £16K per annum.

· there is a fairly quick progression for some to a gross salary of £17K-£18K  within 12-18 months, primarily associated with conversion from contract labour to permanent establishment jobs.

· On small numbers, there is a marked improvement in gross annual salaries after about 2 years, to between £22K-£30K, including regular bonuses.

2.29
The current average gross annual salaries (June 2002) of the sample  in IT employment was as follows:

	Course group in 

IT employment 

@  June 2002
	Gross annual salary 

@  June 2002

	August 2001
	£17,400

	November 2000
	£17,100

	September 2000
	£17,000

	November 1999
	£24,000

	Overall average
	£18,400


As a benchmark for these earnings levels, the 1998 (most recent available) average gross annual earnings for male FT adult rate employment in Scotland was £22,000 (UK£23,300); and for female FT adult rate employment £16,400 (UK £17,500)
.  If the sample earnings data was confirmed for the whole programme population, then a growth in earnings from Jobseekers Allowance benefits to nearly 10% above average Scottish male earnings within 2 years of course completion as a result of 18 weeks of IT training is a very significant enhancement of income.

IT earnings compared with earnings from previous employment

2.30
All 21 of our sample who were working in IT had been registered unemployed at the time of enrolment on the course. However, we obtained data to offer some insight into the comparative earning capacity prior to and after IT re-training. The sample now in IT employment divides into two clear groups.

· 57% (12#) of those in IT employment had seen a significant rise in annual earnings as a result of retraining for IT. The average gross annual salary in previous employment had been £11K (range £8.5k-£15K).  This group consisted mostly but not exclusively of younger participants in either traditional blue collar craft skilled/semi-skilled employment or those in casual employment prior to full time tertiary education.

· For 43% (9#) the reverse was true and their gross annual earnings had decreased by a significant amount since retraining for IT.  The average gross annual salary in previous employment was £25K (range £16K-£37K). This group consisted of participants in their later 20s or older some with managerial responsibilities or white collar jobs.  66% of this group saw the step-back in salary as a short-term price to pay for enhanced prospects in a chosen new career in the longer term. Longer term was viewed as 3-5 years. 

· However 33% (3#) in this group had decided that they must seek employment outside IT to recover their financial position, and a fourth participant was unable to obtain IT employment because he was told consistently that he was too experienced for the level of IT job he was qualified to carry out, and so finally sought non IT managerial work.

Qualitative advantage of the course to individual participants

2.31
We asked questions to establish the origins of the decision to obtain IT training and to obtain a reflection with hindsight on the benefits or otherwise of the course to individuals.

· All the sample (26#) had knowledge of the potential of IT as a source of enhanced employment  prospects, accompanied by a desire to switch career path, before they applied for the course. The course was therefore seen as a vehicle to achieve a career change  already contemplated rather than as a catalyst which engendered a career change.

2.32
In response to the question “With the benefit of hindsight has completion of the course been of benefit to you personally?” (scored 0-5)

· 73% (19#) scored 4 or 5

· 23% (6#) scored 3

· 1 person scored 0 (personal difficulties)

2.33
In response to the question “Do you agree that completing this course has given you the access you had hoped for to jobs in ICT?”

· 65% (17#) said Yes as a stepping stone without other qualification.

· 27% (7#) said that it had helped but at least 6 month and preferably 1 year of commercial experience was essential and preferred by many employers to formal qualifications (consistent comment paraphrased).

· 11% (2#) said No (personal difficulties not significant).

2.34
In response to the question “Do you agree that completing this course has significantly enhanced your earning capacity?”

· 31% (8#) said Yes without qualification.

· 31% (8#) said in the longer term but commercial experience  was vital and the deciding factor in earnings (consistent comment paraphrased).

· 38% (10#) said No because of the scale of competition for jobs they had found within the ICT industry (consistent comment paraphrased).

2.35
Further findings from the survey of participants are contained in the next Section on administrative process.  While we acknowledge the small numbers in this survey, we consider the results do offer valuable indicators about the nature of  the ICT market and employment within it and we comment further in our assessment of economic impact and in our conclusions below.

ADMINISTRATIVE PROCESS

3.1
We have examined issues of administrative process only insofar as they have some significance for our overall assessment of the interim performance of the programme taken as a whole.  First,  we

have tested the delivery of the course from participants’ experience. Second, given that the course has been provided for SEFV externally by one private sector contractor, we have considered aspects of the relationship between the client and contractor.

Participant Experience of Course

Elements

3.2
We asked all 26 surveyed participants to score their experience of the course in relation to four aspects, on a scale 1-5 (5=best):

In the above table

· 81% scored 4 or 5 for the overall learning experience. This is a very positive response to the course.

· 92% scored 4 or 5 for the taught content. This is an exceptionally high score. Complaints centred on the quality of a few individual trainers rather than the content, but there was no consistent pattern to the complaints.

· 49% scored 3 or less for the placement experience. The principal problems related to finding placements, but some relate to the nature of the placement work.

· 53% scored 4 or 5 for the administration of the course by Learning IT.

3.3
The difficulties experienced with placements tarnished the course for a significant number of participants. This was a consistent finding between courses. Key issues were

· The failure to find places in time.

· Questions regarding the responsibility for finding placements. Learning IT placed this with participants. Participants felt this misrepresented their understanding of what was said to them during the selection process.

· The disorganisation of placement companies on arrival and lack of work caused mainly by company contacts having forgotten a placement was due to start.  This was generally resolved within a few days but suggests a lack of administrative “tie-in” within the programme and is linked to the uncertain responsibility for placement arrangements.

· Continuing dissatisfaction with the quality of work experience gained, mainly relating to those which were last minute “stop-gap” placements  where mundane low level tasks were given to participants.

Dissatisfaction with the placement element had spin-off consequences for the scores for overall experience and course administration.

3.4
Another consistent cause for dissatisfaction among a minority of 6 or 7 mainly but not exclusively older participants was the feeling that the benefits of the course in terms of employment and earnings were over-sold during the selection process.  This is spread across courses.   In particular, participants felt they had not been primed to expect the fierce competition for jobs they found within the ICT sector.  

3.5
This was linked to the nature of the qualifications from the course.  The ECDL was considered to be of little value though it was conceded as a way of introducing teaching to a mixed ability group.  A+ was considered a helpful hands-on learning process for hardware. MCP was considered by this group (but not by the majority) to be too basic to be promoted as a specialist network qualification and would have preferred the more advanced Certified Systems Engineer MCSE as the qualification obtained at the expense of the ECDL.

3.6
We return to this analysis in our conclusions section below. In our view some questions are at least posed in relation to the organisation of placements and future course content.

3.7
Overall, however, we must stress that there were very high levels of satisfaction with this course and great appreciation for the role played by Learning IT Ltd. This applied to the organisation of the course, the quality of the teaching, and the creation of a friendly and supportive atmosphere which was a wholly new and very positive experience of  the learning process for many participants.  A consistent comment was that this engendered much greater self confidence in the participant’s ability to learn than any previous training, and had a major influence on the success rates on the course. 

Client-Contractor Relationships

3.8
The context for the following narrative is that this course is funded by the public sector and is required to achieve economic development objectives which can be influenced by Scottish Enterprise. In this case the objective is to assist a market adjustment 
· by the increased provision of scarce technical skills in a strategic sector of the local and Scottish (and UK) economy 

· and also through re-training and redeployment within the labour pool, create labour transfers from declining into expanding sectors.   

This is the rationale for the course outlined in paras. 2.1 –2.2 above. This circumstance requires closer monitoring of contractor activities than might be the case in a simple commercial contract to supply trained personnel to a corporate client.

3.9
At the same time, we  fully recognise the need for a light hand in this process from both  contractor and  client viewpoints. 

· The contractor is paid to provide a service, and needs a degree of freedom  to act.

· the client should not need to become involved in matters of detailed day to day management.

However the client must remain in control of the strategic direction of the programme to ensure that it maximises the net additional economic impacts required by SE procedures for project development and which justify the expenditure of public money.

3.10
Three key areas of continuing direction are necessary in the case of this programme:

· First, ensuring that the output of the course in terms of qualifications gained remains relevant in a very fast moving and evolving market sector.

· Second, ensuring that high levels of net additional economic benefit are created by the selection of appropriate participants.

· Third, ensuring course by course monitoring reports provide sufficient benchmarking data on participants and performance to act as a management control for the client.

3.11
In relation to the first of these, we accept that the timescale of the whole programme is less than 3 years, but given the nature of the market sector, a review is at least necessary. 

· Interviewees claimed consistently that there was fierce competition for jobs they were interested in from large numbers of qualified applicants, which is not what we anticipated.

· It is vital to ensure qualifications remain geared to market scarcity.

These discontinuities in our understanding of the market need to be explored further than we are able to do here, to establish the continued relevance of qualifications.  It iis possible that the “entry card” to the ICT  market has changed to a higher level qualification.

3.12
In relation to the second, Learning IT Ltd. tell us that they have received no                instructions from SEFV regarding selection criteria for the course other than participants should be out of work (but not registered unemployed) and living within FV.  Learning IT Ltd also tell us that they operate to much stricter selection criteria in other work they undertake for the public sector. 

3.13
In this situation it is a natural and entirely reasonable tendency for a commercial company to choose candidates it thinks will present the lowest risk of failure on the course it is implementing for its client.  In our view the selection of participants at present reduces net additional economic benefit created by the programme . We examine this further in the next section and in our conclusions.

3.14
For a programme which will always be subject to periodic evaluation and for client information purposes the course progress reports prepared for this programme contain inadequate data on the selection of participants, on the profiles of selected participants, and on the outcomes in terms of specific details of post-course employment or non-employment. 

3.15
On a final subsidiary matter, we note from our review of the SEFV programme files that in the tender process for the 2001 course, although 5 invitations to tender were made, including Learning IT Ltd, only their tender was returned.  The reasons for this are unclear. Whether other tenderers considered themselves to be outgunned “tender-fodder” in the context of the implementation history of this  programme and therefore are  unwilling to commit  the  resources necessary to prepare a cogent bid is probably impossible to discover.

3.16
We understand the strong preference for a local contractor and we acknowledge the strengths of Learning IT Ltd.  We do no more than observe that if there is no other serious local contender to implement a continuation of this programme for SEFV, a more satisfactory arrangement might be to waive tendering requirements and enter a negotiated contractual arrangement.

ECONOMIC APPRAISAL

4.1
We next calculate the cost effectiveness of the programme by using the standard SE methodology for calculating net additional benefit, proxied by net additional employment created. The calculations are made for both local and Scottish levels.  We use our own development of the methodology by adopting a range rather than a single value for adjustments to arrive at a more robust assessment of net additional benefits.

4.2
We then make the calculation of cost efficiency requested of us in our brief by using a simple equation and discounting to arrive at notional payback periods of the cost of net additional jobs in terms of the public sector return from direct and indirect taxes paid.

4.3
These calculations are made solely on the basis of our findings from the sample survey. As noted earlier we have chosen not to gross up the sample to the total population of participants. Variable  success in contacting participants has biased the course towards its later cohorts.  We have no way of judging whether the characteristics which have emerged are representative of those persons whom we were unable to  contact.

Cost Effectiveness Calculations

Gross benefits

4.4
The gross benefits which can be attached to this IT training programme are:

· Direct employment of participants who have successfully completed the programme and found employment within the IT industry as a result.  There is also a clear qualitative benefit for a majority of participants who have stated that the training has helped them to change completely the type of work for which they were qualified – which was one of the objectives for the programme.

· Income and expenditure of these trainees who still reside in the Forth valley economy and normally spend their income within it.  Location of employment does not constitute a leakage from this benefit, provided these persons commute out to work but bring their income back into the local economy.

· Profit generated and retained by Learning IT: where a local provider can be found for the training programme, then the profit element is retained within the local economy.  However salary income from their trainers cannot be legitimately included as a benefit here, because the CNT programme is only one of a portfolio of training programmes, and does not generate or support any dedicated staff.

· Easing of a labour constraint on business growth creates a benefit, provided that the scarcity of niche labour cannot easily be filled by local businesses from either the local labour market or by recruiting from elsewhere in Scotland.  If this skill constraint has acted as a deterrent to entry by inwards investors in the past, then the increase in supply of IT skilled workers should also remove this deterrent and constitutes a benefit

LOCAL Net Additional Benefits

4.5
The gross direct employment figures must be adjusted to account for:

· persons who returned to original or non IT employment, despite the training.

· leakage of persons moving residence to outside Forth Valley, as a result of employment gained from the CNT programme.

· non-additionality, i.e. where participants would have found a similar job without the training provided.

· displacement i.e. where the appointment of a participant means that an employer does not have to employ a similar worker from different sources.

· local multiplier effects, i.e. the knock-on effects through indirect and induced employment generated by the expenditure of those who have found employment following the programme

Leakages in residence or subsequent occupation

4.6
The table below shows the initial adjustments to the total sample size of 26 persons.  Of these:

· 3 are no longer resident in the local area

· 1 has never worked in IT, but returned to employment in original occupation

· 4 have never worked at all since completing the programme

	Adjustment (1) LOCAL

	
	#
	%

	Total number sampled
	26
	100.0

	Less
	

	No longer resident in FV
	(3)
	11.5

	Never worked in IT
	(1)
	3.8

	Never worked since course
	(4)
	15.4

	

	Persons in IT employment
	18
	69.2


Therefore 18 (or 69% of sample) locally resident participants have achieved FTE employment as a result of the CNT programme.

Adjustment for non-additionality

4.7
In our initial briefing, we were led to expect a very high level of additionality.  This followed from the description of the training programme as taking long term unemployed persons and training them for a skill niche where there was an acute shortage of labour with these skills.  Such a set of circumstances would imply additionality which approached 100%.  Our survey revealed a substantially different picture:

· the course was heavily oversubscribed, which meant that a severe selection process was inevitable.

· equally inevitable was the skewing effect of the provider looking for trainees who had both aptitude and interest in the ICT field, and using both interviews and objective testing to identify such applicants.

· the result has been that a substantial proportion of selected participants were already qualified through University courses in the ICT field.

· most of these pre-trained people might reasonably be expected eventually to have found their own way into employment in the ICT industry.

· therefore the effect of the CNT programme, particularly its placement element, was to facilitate or expedite their entry into the ICT industry, possibly at the expense of others.

4.8
Therefore there is a much greater element of non-additionality than we expected.  After consideration, we have set a range of 25% (best, or upper case) to 40%  (worst or lower case) to allow for this.  As a result additional direct employment from the course lies between 10.8 to 13.5 persons from the sample of 26 persons

Displacement

4.9
Once again, our initial briefing led us to expect minor displacement values for the programme.  By definition, if training is to supply skilled workers to a niche market where scarcity of such skills is a constraint, then there are no people to displace.

4.10
However interviews with Learning IT, the trainees, and placement companies have revealed a complex picture.  It is probable that the early cohorts of the CNT programme operated nearly as described, with low displacement effects within the local economy.  

4.11
However, conditions change. The volatility of investment demand for human capital in the IT field has resulted in disproportionate rationalisation of employment in this sector following the downturn of the global economy from various causes.  Further, the IT training industry has geared up to create supply.  

4.12
The position now seems to be that there is a weakened demand for ICT skills (probably a short term phenomenon, as with all cuts in capital investment), coupled with a labour market now over-supplied with redundant or not employed ICT workers who are now competing for the few scarce jobs with the new programme participants.  This implies a high displacement coefficient.

4.13
There is a clear time series problem here, with different circumstances experienced by the different course cohorts of this programme.  Initial experience is no more representative of the longer term position than is  the current probability of market glut.  What is clear is that displacement, as at some future steady-state for the IT industry, is much greater for the CNT programme than the programme developers believed.  After consideration, we have set a provisional range of 30% (best or upper case) to 45% (worst or lower case) values for the displacement coefficient of the programme.

4.14      When these figures are applied to additional employment, this deducts a further 4.1 to 4.9 persons from the running total, as shown in the table below:

	Adjustment (2) LOCAL IMPACTS

	
	Lower case
	Upper case

	Persons in employment
	18.0
	18.0

	Adjust for
	

	Non additionality
	(7.2)
	(4.5)

	displacement
	(4.9)
	(4.1)

	Multiplier effect
	0.9
	1.9

	

	Net additional employment
	6.8
	11.3


Multiplier adjustment

4.15
For a small local economy such as Forth Valley, the Treasury combined multiplier figures of between 1.2 to 1.4 seem high, in the face of both the high import leakage on consumer expenditure (the induced element of the multiplier) from such a small economy, plus the very low local trade supply links (the indirect element) which emerge from our consultations.  We set a provisional range of between 1.15 and 1.20 for lower and upper case respectively.

4.16
This would add between 0.9 and 1.9 persons to the calculation of net additionality, as shown in the table above.

Local net additional employment attributable to the CNT programme

4.17
When the direct employment from local residents in the sample of 26 persons is adjusted for leakages, non-additionality, displacement and its multiplier effect, this results in an estimate of net additional employment from the programme as between 6.8 and 11.3 persons.

SCOTTISH net additional benefits

4.18
In adjusting for leakages at national level, only those who have never worked in IT since the training programme, and those who have never worked at all since the programme need to be deducted from the gross employment figures. For the sample contacted, all were still in residence within Scotland and 21 persons or 80.8% of the sample were in ICT employment when the survey was carried out This position is shown in the table below:

	Adjustment (3) SCOTTISH

	
	#
	%

	Total number sampled
	26
	100.0

	Less
	

	Never worked in IT
	(1)
	3.8

	Never worked since course
	(4)
	15.4

	

	Persons in IT employment
	21
	80.8


Adjustment for non-additionality

4.19
The impact of a training programme on the individual is completely divorced from any local or national context.  Therefore the same range of non-additional coefficients are applied, i.e. between 25% (upper case) to 40%  (lower case), deducting 8.4 persons in the lower case, and 5.3 persons in the upper case, and leaving truly additional direct employment from the course at between 12.6 to 15.7 persons from the sample of 26.

Displacement

4.20
When taken in a national context, displacement from the programme will be higher than from within the local labour market. If businesses cannot recruit from available local labour, they will do so from the wider national pool – particularly within an economy where there are established commuting flows to Glasgow, Edinburgh and Dundee.

4.21
However, the same uncertainty over an accurate value still applies, because of  the differing experiences of the different course cohorts of the programme over time.  It is simply not possible to select a national range of coefficients with any confidence.  After consideration , we have taken the provisional range of between 45% (upper case) and 55% (lower case), to reflect the higher probability of displacement from the training programme.

4.22
This is still well below the recommended range of 70% to 90% recommended within SE guidelines for Office or Services sectors at national level.  We argue that the fact that the programme targets a niche market of very specific skills, justifies the lower figures which we have selected.  In guideline terms we would argue for Medium rather than High levels of displacement.

4.23
Given these coefficients, we estimate that displacement employment accounts for between 6.9 and 7.1 jobs nationally.

Multiplier adjustment

4.24
Switching to the national context will improve both the import leakage on consumption goods and to a lesser extent, provide at least the possibility of a profit margin on the sales of imported software and equipment for the training programme. Therefore a higher multiplier value should be used, at national level.  We consider  the guideline range of 1.4 to 1.6 still overstates indirect and induced effects.  Provisionally, we set a range of 1.3 to 1.4 to acknowledge the slightly stronger linkages which result from dealing with the Scottish rather than a purely local economy.  This adds between 1.7 to 3.4 jobs, as shown in the summary table overleaf.

Scottish net additional employment attributable to the CNT programme

4.25
When the direct employment figures for the sample of 26 persons is adjusted to the Scottish national level for leakages, non-additionality, displacement and its multiplier effect, this results in an estimate of net additional employment from the CNT programme as between 7.4 and 12.0 persons.

	Adjustment (4) SCOTTISH IMPACTS

	
	Lower case
	Upper case

	Persons in IT employment
	21.0
	21.0

	Adjust for:
	

	Non additionality
	(8.4)
	(5.3)

	Displacement
	(6.9)
	(7.1)

	Multiplier effect
	1.7
	3.4

	

	Net additional employment
	7.4
	12.0


Programme cost per net additional job created

4.26
From records of the course, we have established that the cumulative total cost carried by the public sector of training for 51 participants was £285,825.  Reduced pro rata to the sample size of 26 that would represent £145,715 for this sub-set of participants.

4.27
In a local context, when this total is allocated to between 6.8 and 11.3 net additional jobs created, this would create a range of between £21.4k in the worst/lower case and £12.9k in the best/upper case.  

· Taking the mid-point value figure from the range of net additional jobs created (9.1 FTE jobs) gives a programme  cost per net additional local job of £16.01k.

4.28
In a Scottish context the total costs of £145,715 would be allocated between the range of 7.4 to 12.0 net additional jobs created by the programme.  This yields a figure for £19.7k in the worst/lower case and £12.1k in the best/upper case.  

· If  the  mid-point  job figure is taken (9.7 FTE jobs), the policy cost per net additional job at Scottish level is £15.02k.

Comment on programme cost per job figures

4.29
As can be expected from its nature and high technology focus, this is a relatively expensive training programme. It would be a false comparison to relate it to Training for Work, or some similar experience-based programme.  Nevertheless these unit cost figures of £16k at local level and £15k at Scottish level are at the limit of SE expenditure guidelines and  merit a review  of how the course is organised.  In our view, they reflect weaknesses of the programme  in the two key areas of additionality and displacement.
4.30
The additionality of the course is well below the level  we anticipated.   In our opinion, the cause is that the selection process is biased towards people who will be most easily and successfully trained and who are likeliest to find employment afterwards.  Many of these frequently already well qualified people are likely to be capable of eventually finding ICT sector employment themselves.  This significantly reduces the additionality coefficient.

4.31
The displacement effect has been increased by the severe downturn in the demand for people with IT skills. Support personnel are frequently the first to suffer from cutbacks because they are not perceived as core/central by production-orientated business owners.  It seems to us that this section of the labour market has changed significantly from the time when the general lack of such skills was a constraint on business growth.  In our survey participants have commented on the  heavy competition  for jobs in the sector and the demand for high levels of  experience.  Therefore displacement has become a more important consideration than when the course was started

4.32
We believe these factors can be addressed by adjustments to the programme, and return to them in our Conclusions and Recommendations below.

Cost Efficiency Calculations

4.33
We were asked in the brief for this evaluation to arrive at a calculation of the return on the public investment made in the programme from tax receipts from participants on the  training courses subsequently in employment. To undertake this calculation we have derived a model from which to make the assessment  using the income data we obtained from our sample survey and 2002-03 tax and benefit rates. We have discounted future payments at 8% in line with SE practice for public investment. For ease of formatting our equations we have included the calculation as an Appendix.

4.34
An essential point to bear in mind when considering the relatively high costs per job of this programme is that moving unemployed people into employment within the IT industry will result in them making a significant financial contribution to the public purse through taxation.  Therefore, it is relevant to explore how quickly the income flow of tax receipts could offset or payback the initial costs of training.

4.35
Tax receipts per employee have two components: direct taxation on income from employment (Income Tax and  National Insurance contributions), and indirect taxation paid on the higher expenditure made possible from the transfer from benefit payment to salaried employment.  Our Appendix  (pp32ff) gives the detail of our method of estimation.

4.36
The summary calculations  are shown in Appendix table A1 for local context, and table A2 for Scottish context.  

· These show that it is likely that the programme costs per job at both local and Scottish levels will be fully repaid within 3 to 4 years from the taxation collected from that employee.  

In our view this speed of payback or return on investment made makes the course a sound investment in human capital even at the current cost levels identified by us.

4.37
Bearing in mind our earlier comments, if the programme  cost per job could be reduced by adjusting the programme operations,  so too would be the period required for tax receipts to pay back this initial investment in creating human capital.  Therefore, if selection procedure are  changed to increase additionality, and if carefully targeted niche market training is used to reduce displacement, then the net additional employment impact would increase, and the programme cost per job would be reduced. This is another powerful argument for reviewing existing procedures.

CONCLUSIONS - RECOMMENDATIONS

5.1
In this interim evaluation we have attempted to provide an objective summary and analysis of data  on the performance of the CNT programme through an analysis of the first 5 courses.  While the survey data is not as evenly distributed between courses as we would wish, it nevertheless does provide a set of consistent results, and together with our examination of other programme papers, the whole does throw up some significant issues which we are satisfied are significant to the framing of future phases.

Continuation of the Programme

5.2
It would be unfortunate in our view if this programme became a victim of the current downturn in demand for ICT skills.  ICT is here to stay within the economic life of Scotland.  We do not challenge the continuing relevance of the original rationale of the programme to assist  market adjustments:

· First to address a market failure of the under-supply  of relevant specialist ICT skills.

· Second to achieve transfer of labour redundant and with few prospects in declining industrial sectors into a knowledge economy growth sector.

Cost Effectiveness

5.3
We are satisfied that in cost effectiveness terms the programme has met the gross job creation targets set for it in successive approval papers, but that the out-turn net additional economic benefits created are less than might have been  expected.  

5.4
Only a small minority of our sample were long term unemployed, but we are satisfied that the programme is directed towards unemployed people. We do not think a minimum period of unemployment should be specified.  In our view most candidates should  be registered unemployed but  we do not think this should be a pre-condition, so as to allow for women returners and others who are not working access to a labour market re-entry point.

Cost Efficiency

5.5
In cost efficiency terms, even at the relatively low levels of net additional benefit created so far, we are satisfied that the discounted rate of payback of the public money used to fund the course from direct and indirect taxes levied is very positive.  Participants were previously unemployed and the growth in their average income from state benefits to about 10% higher than the Scottish male average earnings within 2-3 years  is a fast rate of growth and links directly into social justice as well as economic development policy agendas in Scotland.  We are satisfied that the results fulfil the qualification in the ESF funding application that “the success of this project will be measured in the grade and level of employment secured”.

5.6
Speed of payback can be further improved by easy modifications to the administration of future phases of the programme which then will increase net additionality and reduce displacement with consequential reductions in the unit cost/net additional job created. 

Taking account of the Market

5.7
While we accept the norm for SE projects that they are reviewed after about three years, this programme needs to adjust to a very fast moving market to maintain relevance. We flag  a discontinuity in the evidence we have gathered regarding the nature of the skills shortage in ICT:

· On the one hand, Learning IT Ltd tell us that the qualifications obtained from the course remain in demand and are relevant; and generalised global level assessments by Microsoft and others repeat this mantra with regard to network technicians.

· On the other hand we hear of direct experience from participants of this programme that they have encountered   fierce competition  for jobs in the real world in central Scotland within the field in which they have been recently trained.

· As an overlay to this, the very fast moving nature of the ICT market in terms of improvements to technology inevitably shortens the life of any “system version” training package. This has already been seen within the course in the transfer from Windows NT to Windows 2000.

· Certification qualifications within the ICT industry are a jungle. A fast scan by us found 288 separate ICT qualifications offered by examination from 98 certifying organisations.
 We do not know if the present qualifications offered by the CNT programme remain the most appropriate. ECDL is now available through Training for Work and may be too basic for this programme.  Microsoft no longer promote basic MCP as a network qualification but have moved on to MCSA (system administrator) or MCSE (system engineer). A fast scan of internet training providers shows MCSE is presented as the primary networking certificate for Microsoft systems.  Well in excess of 1 million individuals globally now possess basic MCP, though we understand specific figures for the UK are not released by Microsoft. 

· Other qualifications may now be at least as relevant. In a fast changing sector with continuing development of technical systems, acute  but changing niche supply constraints for technical expertise are inevitable.  While we have no detailed knowledge, as obvious examples, CISCO
 Internet Protocol (IP) based networking solutions are the pre-eminent system for corporate intranets, while the UNIX
 operating system is widely adopted within corporate IT as a highly stable platform.

5.8
Within this commission and the programme circumstances and necessary investigation as we found them, there has been insufficient time for us to make an accurate assessment of the  extent of change in the market in central Scotland.  Some work needs to be done to test the continuing relevance of the qualifications offered by the programme and the nature of market failure now through early consultations with Human Resource managers in IT user companies to establish where current and short term future supply restrictions are presently perceived as significant constraints.  This would ensure minimum levels of displacement created by the programme and enhance net additionality. 

5.9
 Learning IT Ltd. may well be correct in their analysis of continuing relevance  but they have a commercial interest in the status quo ante.  A programme  such as CNT needs to be reviewed and if necessary adjusted  bi-annually in our view.

Adjustment to the selection process for course applicants

5.10
In the absence of any specific direction from SEFV, the way Learning IT Ltd operates its selection process for the course guarantees a high success rate but  severely limits additionality. In saying this we do not  intend to criticise Learning IT Ltd. They have done what any sensible commercial trainer would do left to themselves and with the perceived necessity of ensuring the success of the programme in terms of simple gross outputs.  However the effect, given the numbers applying for limited places, is that candidates who do not have some existing knowledge or skills in ICT, whether formal or informal, will find it virtually impossible to reach the stage of aptitude testing, let alone entry onto the course.  

5.11
This a classic case of “Catch 22”- to obtain IT training you must already have ICT training or experience. This must mean that many applicants with aptitude for ICT work are denied the opportunity to demonstrate  their potential. In significant measure this defeats one of the original purposes of the programme to effect labour transfer between industrial sectors.  We accept the need for aptitude testing as an essential part of selection for  this programme. One possible route out of this impasse would be to increase the number of applicants given formal aptitude testing before a short-listing for interview stage is reached.  This would  enlarge the pool of candidates with a satisfactory level of ability available for the final selection process.

5.12
Prima facie we think it is wrong that applicants with university level qualifications in ICT or a related field should be offered enrolment on this programme.  We are very close to the view that any applicant with a recent university degree and no established track record of work should not be offered enrolment.  

5.13
“Degree or above” level of qualification ought to ensure that such individuals can find employment within or outside ICT in productive sectors of the economy without the necessity of additional publicly funded training. Similarly, training of candidates who seek only a secondary part time income is not appropriate, no matter how beneficial to the individual. 

5.14
Broad adoption of such filters (allowing for exceptions) would release at least 45% of the places available on the programme which could be available to “raw” candidates with aptitude.

5.15
We accept the continued justification for selection of candidates with non-university adult learning experience, often gained though apprenticeships or work linked or voluntary effort training to achieve higher skills and greater economic opportunity.  This group have demonstrated to us the possibilities of those currently denied selection from lack of experience because they have similar blue collar origins.  

5.16
As examples,  a labourer, a textiles worker, a shop worker, among others all with poor prospects of economic advancement, on their own admission have had their  economic and life opportunities transformed by access to the CNT  programme.  We are confident there are many more suitable candidates in the 80-100 applicants applying for each CNT course offered.

5.17
Moving in this direction would do much to enhance additionality. In the context of our earlier remarks about the relevance of qualifications, if significantly mixed ability groups emerge the opportunity is offered for a parallel stream  training programme of basic and advanced qualifications, subject to available finance and viability of numbers.

Work Placements

5.18
The work placements integral to this programme  have  been demonstrated in our survey to be the primary route to entry into full time work in a market with very high entry barriers relating to previous experience as well as qualifications.  The work placement element distinguishes this programme from other training courses.  

5.19
The importance of placements as a transfer route into ICT work would be increased even more if the selection process is changed to introduce more unqualified applicants into the training programme.  The taught element of the course would provide the basic leverage for change, the placement element the stepping stone to real life work transfer.

5.20
Real difficulties exist with the placement process for this programme at present and they need to be resolved. Direct contact by SEFV with potential placement organisations might be an appropriate step to encourage participation and establish the nature of barriers to participation and how they might be overcome.  Clarity of responsibility for the placement process needs to be established.

APPENDIX:
REF SECTION 4   :  ESTIMATION OF PAYBACK PERIOD

Take initial cost as the programme cost per net additional job (central value figure): this is ,16.01K in the local context, and ,15.02K in the Scottish  context.

The revenue flow used to payback will be that tax receipts (TR) per annum, per employee from the course: this will have a direct tax (Td) and an indirect tax (Ti) component:

TR = Td + Ti
The direct tax figure  (Td), which includes the National Insurance contribution, which would be levied on an average annual income of ,18.4k would reflect the individual allowances position of the different individuals in the group: we estimate that this could range from between ,4.12K to ,4.64K for persons typical of the later cohorts, and have taken a notional mid-range figure of ,4.25K as the annual tax received from this source.

Estimation of the indirect taxation payments (Ti) is much more complex.  They will reflect the indirect tax charge on the extra expenditure (ΔE) which is made possible by the switch from pre-course benefits (B) to the new level of disposable income (Yd).

ΔE = c[Yd - B]

                                                                     = c[(Y - Td) - B]

where c represents the marginal propensity to consume from additional income, and disposable income is income less direct taxation.  For such an increase in income, c is likely to be high: we set it at 0.9 (or 90% of additional income consumed, and the balance of 10% saved).  Once again, the benefit position is complex and reflects diverse individual positions: we have taken a figure of ,90 per week as broadly average for the course, which sets B at ,4.68K per annum.

ΔE = 0.9[(,18.4K- £4.25K) - £4.68K]

                                                        = ,8.52K

The next problem is that not all of this extra expenditure would be subject to indirect taxation: let α represent the proportion of ΔE which is subject to indirect taxation, and let v represent the proportion of this expenditure taken by indirect taxation from the market prices paid.  Thus:

Ti = αvΔE

With most of basic expenditure already covered by the benefit level of income, α is likely to be fairly high: we set α = 0.8 (i.e. 80% of the extra expenditure will be subject to indirect taxation).  Then, to simplify the indirect taxation position, we have simply set v to reflect the current general VAT rate of 17.5%, so that v = 0.149 of market prices.  Therefore:

Ti = αvΔE

                                                                       = 0.8(0.149)(,8.52K)

                                                                       = ,1.02K

 Total annual tax receipts can now be estimated:

TR = Td + Ti 

                                                                      = ,4.25K + ,1.02K

                                                                      = ,5.27K

Clearly, future tax receipts must be discounted to their present value (PV) for any payback calculation: we have taken the Treasury recommended discount rate of 8%, and have assumed there will be no payback in Year 0 which represents the year of the training course. The relevant discount factors are shown in tables A1 and A2 below.

These calculations show that the payback period, within which the initial policy cost per employee will be covered by the tax receipts taken from that employee, will lie in year 4, in both the local and the Scottish contexts.

Table A1 - Local payback calculation

	year
	cost 

(,=000)
	tax receipts

(,=000)
	discount factors
	present value of sums

(,=000)
	cumulative PV balance

(,=000)

	0
	-16.01
	-
	1.000
	-16.01
	-16.01

	1
	-
	5.27
	0.926
	4.88
	-11.13

	2
	-
	5.27
	0.857
	4.52
	-6.61

	3
	-
	5.27
	0.794
	4.18
	-2.43

	4
	-
	5.27
	0.735
	3.87
	+1.44

	5
	-
	5.27
	0.681
	3.59
	+5.03


Table A2 - Scottish payback calculation

	year
	cost 

(,=000)
	tax receipts

(,=000)
	discount factors
	present value of sums

(,=000)
	cumulative PV balance

(,=000)

	0
	-15.02
	-
	1.00
	-15.02
	-15.02

	1
	-
	5.27
	0.926
	4.88
	-10.14

	2
	-
	5.27
	0.857
	4.52
	-5.62

	3
	-
	5.27
	0.794
	4.18
	-1.44

	4
	-
	5.27
	0.735
	3.87
	+2.43

	5
	-
	5.27
	0.681
	3.59
	+6.02


Course Element�
score�
�
�
5�
4�
3�
2�
1�
�
Overall learning experience�
50%�
31%�
11%�
8%�
-�
�
Taught element�
54%�
38%�
8%�
-�
-�
�
Placement element�
42%�
8%�
23%�
15%�
11%�
�
Course administration by 


Learning IT Ltd.�
38%�
15%�
35%�
11%�
-�
�












� www. ecdl.com ; www.bcs.org.uk


� www.comptia.org


� www.microsoft.com/traincert


� Office for National Statistics data, 2002


vide:


� HYPERLINK "http://www.affordabletraining.co.uk/all-certification.htm" ��www. affordabletraining.co.uk/all-certification.htm� 


� www.cisco.com


� www.bell-labs.com
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