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Cheshire West and Chester Council
Supply Chain Fee Policy 2021/22 


1. Policy Statement
Cheshire West and Chester Council (CW&C) believe in the value of sub-contracting as a significant methodology for delivering adult education. CW&C contracted providers are recruited on the basis that they are already in the communities where our target learners are; responding to needs in local venues that are comfortable; safe and familiar places for learners. Through good leadership and management, our central team can deliver this community focused, sub-contracted learning within a robust framework of quality assurance as opposed to the equivalent direct delivery methods, whilst providing value for money. Sub-contracting allows us to respond to local needs flexibly and responsively with increased resources available to target as widely as possible at the point of need. 
CW&C sub-contracted provision is considered as our own provision and our sub-contracted provider partners are considered as contract holders whose contract compliance, including quality assurance, must be monitored closely by us. It is also provision that benefits from being part of a separate distinct organisation. CW&C does not see these positions as contradictory; instead they work together to bring added value from us as the primary contract holder and the values and operating model of the sub-contracted organisation itself. 
Sub-contracting enables us to:
· Engage with the wider community, thus increasing wider participation by attracting learners in their locality.
· Offer flexibility by delivering provision at times and venues convenient to learners and employers.
· Be responsive to learner and employer requirements at the point of time and need
· Ensure greater cost efficiency.
· Engage with new markets.
· Provide a more diverse adult education offer.


2.   Scope
This policy applies to all supply chain activity supported by funds allocated by the Education and Skills Funding Agency, and covers learning and skills provision sub-contracting of all learning delivered by the sub-contractor. However, CW&C retains full accountability for overall contract delivery and performance.


3.   Overarching Principle 
In line with the Common Accord, CW&C will commit to the overarching principle to optimise the impact and effectiveness of service delivery to the end user by:
· Aligning our processes with the AELP/LSIS Supply Chain Management document and Cheshire West and Chester Procurement guidelines.
· Undertaking fair and transparent procurement activities, and conducting robust due diligence procedures.
· Relating the management fee to the costs of the services provided and endeavouring to explain those services in line with ESFA funding rules for sub-contracting.

4.   Sub-contracting Rationale
The CW&C Adult Education team will operate a funding application and appraisal process to comply with Cheshire West and Chester Council and standard procurement procedures via The Chest, to ensure that the sub-contracting will be in the best interests of all parties. You can register via [this link] on Proactis.
We will ensure that:
1. The proposed delivery is in the best interests of learners and employers.
2. The proposed delivery has a clear strategic fit with our objectives and values, including ensuring that provision can be delivered in localities where the need is greatest.
3. The overarching quality assurance of the provision covered by all contracts awarded meets our standard quality requirements. We have a quality framework including policy statements covering all aspects of the learning process in place for potential sub-contractors to use.  All bespoke quality assurance documentation must be approved by us prior to use.
4. There is sufficient staff resource in support areas to administer the processes.
5. The sub-contractor is approved by our due-diligence process.
6. Robust financial management will ensure there is sufficient funding available within our funding contract to meet all contractual obligations.
7. The sub-contractor agrees to work within the terms of our contract.

5.   Improving the Quality of Teaching, Learning and Assessment
Sub-contracted partners will be expected to meet CW&C quality assurance standards, with CW&C being committed to supporting, developing and sharing good practice and professional development of staff through quality reviews, operational cluster meetings, observations of teaching, learning and assessment and collection and use of learner feedback.
Sub-contracted activity is a fundamental part of CW&C’s provision. The quality of the provision will be monitored and managed through our existing quality improvement processes including the CW&C Self-Assessment Report and Quality Improvement Plan process, ensuring continuous improvement in all parts of the learner journey.
The quality of teaching, learning and assessment within sub-contracted provision is subject to Ofsted inspection as part of any CW&C inspection of Adult Education.

6.   Level of Management Fees 
CW&C retains a management fee for all sub-contracted provision. The fees charged reflect the costs involved in maintaining the following four areas: 
1. The procurement process:
a. Tender preparation, posting and appraisal
b. Contract preparation 
2. The management of contracts: 
a. Data receipt, management, analysis and reporting
b. Partner Performance management and payment
c. Data advice including interpretation of AEB Funding Rules
d. Equality and diversity monitoring and support
e. Progression monitoring and reporting
3. The Quality Assurance monitoring process:
a. Implementation of our Quality Assurance Framework  
b. Teaching, Learning and Assessment observations and support required
c. Safeguarding procedures including the Prevent Duty
d. Health and Safety compliance
e. Policy development
f. CPD Opportunities and planned training and development
g. Regular attendance at operational cluster meetings
h. Certification and registration with awarding bodies, if required and with prior agreement
4. The sub-contracted management information systems:
a. Supply, hosting and maintenance of the overarching MIS infrastructure
b. Participation with the development of the Partner Portal (IPMS)


When a Funding Panel has reviewed the Stage 2 tenders and agreed which contracts it intends to offer; a calculation is made to determine the level of management fee to be levied. These costs are calculated against the four main headings specified above and detailed within a sub-contractor contract.
Most of these costs are, on the whole, directly related to the overall cost of managing sub-contracted provision proportionate to the amount of provision being delivered under the individual contract. However, where an assessment of past performance of an existing provider determines that there is valuable provision that requires extra support, we may levy a higher charge to cover this. In addition, if new provision is determined to require extra support, a larger levy could also be charged. These assessments would be taken by experienced representatives from the CW&C Funding Panel.  Similarly, where larger costs are levied on providers for the reasons specified above, CW&C will conduct an assessment to see if there are providers whose sub-contracted provision requires less support and therefore a lower management fee charge. CW&C will seek to balance varying costs in line with the overall costs of managing the sub-contracted provision. 
Payment Arrangements
CW&C Local Authority standard payment terms are 30 days from the date of invoice.  Agreed invoice dates are dependent upon delivery type.
Adult Education Regulated and Non-Regulated Provision (Categories 1 & 2)
 Invoice values (monthly earning less management fee) will be communicated to partners on the 8th working day of each month and an invoice can then be raised for that value.
Adult Education - Community Learning (Categories 3) 
To ensure applications funded do deliver as agreed, actual delivery is monitored by enrolments and Guided Learning Hours (GLH)   Contracts are categorised by value and payments are calculated using the following weightings:
	Target v Achievement - Payment Calculation Sheet
	 

	 Project size weighting (decimal proportion of '1' i.e. 0.66)
	Small
(<£10k)
	Medium 
(£10,001 - £50,000)
	Large
(>£50k)

	Enrolments Weighting
	0.33
	0.50
	0.67

	GLH  Weighting
	0.67
	0.50
	0.33


There will be four payments per year as follows:  
· Payment 1 – For contracts <£10,000, 5% of Community Learning MCV at start of delivery (optional) –or for contracts >£10,001, 5% of Community Learning estimated term 1 payment at start of delivery (optional)
· Payment 2 – Data return 1 used to calculate actual performance and earnings, less Payment 1 = value due
· Payment 3 – Data returns used to calculate actual performance and earnings, less Payment 1 & 2 = value due 
· Payment 4 - Data returns used to calculate actual performance and earnings targets, less Payment 1, 2 & 3 = value due
Earned values will be communicated to partners who can raise an invoice for that value by quoting the purchase order numbers provided. This methodology will allow partners the opportunity to manage their contract on an annual basis and not restrict them to the termly forecast in their funding application. A mid-year contract performance management review of actual learner numbers compared to targets will take place early February 2019 and contracts may be revised at this point if there is any under-performance.

7.   Policy Communication
This policy is available on-line at [insert link] and can be made available in alternative formats or languages upon request. Skillsandemployment@cheshirewestandchester.gov.uk 

For openness and transparency the policy is available in the public domain. The policy will be reviewed annually in or before July of each year.









Approved by:
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Matthew Smith – Skills & Employment Manager
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Foreword

e

a association of employment
and learning providers

This guide is designed to help providers minimise the risk within
supply chains, ensuring that they offer high-quality provision that
is responsive to the needs of local communities, learners and
employers.

[ have always promoted the positive aspect of our sector’s
willingness to share good practice and our ability to continue
to learn from each other. This guide uses this philosophy and
offers a step-by-step approach to good practice in supply chain
management, taken from the sector, for the sector.

The guide, together with the case studies and the Supply Chain
Management Resource Bank (available on the AELP website), offers
providers and practitioners examples of good practice (drawn from
independent providers, FE colleges, the third sector and provider
networks) and gives a greater insight into the strategic importance
of effective supply chain management.

All providers involved in supply chains, whether primes or sub-contractors, are encouraged to adopt

the suggested approach. If the good practice exemplified in the guide is embedded in supply chains
throughout the post-16 learning and skills sector, then the Government and its agencies can be confident
that they are getting good value from the public purse, and that learners and employers are benefiting
from high-quality training.

The sector’s proactive drive to self-improve sub-contracting is further endorsed by the opportunity for
providers to sign up to a shared set of guiding principles in the form of a Sector Common Accord. The
Supply Chain Management Common Accord has been developed by the sector for the sector, and by
using the current good practice included in this guide as a sector standard.

AELP is grateful to the Learning and Skills Improvement Service (LSIS) for supporting the production of
this guide, which I hope you find useful as you strive to continually improve the quality of provision for
both learners and employers through effective supply chains.

s i C

Graham Hoyle OBE

Chief Executive, Association of Employment and Learning Providers (AELP)





O

Association of Colleges

[ am pleased to commend the collaboration of AoC, AELP and

LSIS in the production of this comprehensive guide to supply chain
management and sub-contracting. The further education (FE) sector
has always responded well to challenge, and this guide, alongside
the Common Accord, is another great example of the sector seeking
effective ways to develop and share good practice. Many colleges
and other providers will continue with ‘business as usual’ in supply
chain management as they will already be meeting the exemplars
of effective practice within the guide and have processes in place to
continually improve. For others, the guide will provide an invaluable
template to develop effective processes and systems, particularly
around sub-contracting.

The AoC/AELP sub-contracting drivers survey and the Ofsted report
on quality in Apprenticeships provided some useful insights into
what is being done well, and what areas could benefit from further
development. The Common Accord and this guide, alongside
effective peer review, will provide the sector with robust guidance on the required standards that need to
be maintained across the sector.

By signing the Common Accord, colleges and other providers can be seen to be responding effectively to
the challenge of ensuring that the quality of delivery within their supply chain sub-contractors is subject
to the same level of scrutiny as direct delivery, and that systems and processes are fair for all involved and
will be continually assessed and improved.
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Introduction

Over the past few years, our sector has seen a continual growth in sub-contracting. This has been due to
a combination of new providers entering the market, existing providers working more closely together,
the introduction of Minimum Contract Levels (MCLs), and the continuation of existing sub-contracting
arrangements.

A recent supply chain survey commissioned by the Skills Funding Agency (referred to as ‘the Agency’)
showed a variety of reasons why providers enter into sub-contracting:

Skills Funding Agency - Supply Chain Survey

Q18. Why do you subcontract?

To capacity build

To ensure revenue/margin protection
To ensure greater cost efficiency

To engage with new markets

To maintain the delivery of niche position

0% 20% 40 % 60% 80%

Base: 146 responses

The overall aim of this guide, together with the case studies and SCM Resource Bank (http://www.aelp.
org.uk/supply/) is to support high-quality provision and maintain confidence within the sector - with our
customers (end-users or learners), clients (employers) and stakeholders (government agencies, e.g. the
Agency and the National Apprenticeship Service).

The guide focuses on supply chain management (SCM) and is aimed at all post-16 training and

education providers - big and small - including independent training providers, FE colleges, specialist
colleges, third sector and voluntary organisations, and public bodies (e.g. local authorities). It can be used
by providers to review and benchmark their own sub-contracting practice in order to help them continually
improve, and by providers considering SCM either as a prime or sub-contractor.

The best industries are successful because they have effective SCM - from selecting the best suppliers to
forming long-term relationships and integrating the continual development of suppliers within their own
business excellence.

In most cases, providers will have constructed and implemented their own SCM systems and resources.
A positive aspect of our sector is our willingness to proactively share good practice and learn from

each other. This guide recognises this and offers a step-by-step approach to good practice in SCM. It is
intended that you use this guide in conjunction with the sub-contracting toolkit produced by AELP and
LSIS in 2010 and revised in 2011; these can be found on:

http://www.excellencegateway.org.uk/node/2945

http://www.Isect.co.uk/documents/Sub-contracting-toolkit-19-12-10.pdf





This guide enhances the sub-contracting toolkit and offers providers and practitioners examples of good
practice and an insight into the strategic importance of SCM. Other models are also available, such as:

e the Department for Work and Pensions Merlin Standard™

e the post-16 sector’s own previous models, e.g. the Training and Enterprise Council Quality Assurance:
Supplier Management (known as TQA:SM).

For summaries of the above models, see links in the SCM Resource Bank: http://www.aelp.org.uk/supply/

As the funding that moves through the supply chain is largely public, it is important that the systems and
processes that the sector uses, and the way that standards are regulated, are seen to be effective and fair
to all those using them, and all those who have a stake in the system.

There is growing recognition that supply chains in our sector are networks of independent but
interdependent organisations. There is an ethos of co-operation and trust that acknowledges that the
‘whole can be greater than the sum of its parts’.

“The complexity, costs and risks of entering into sub-contract arrangements should not be
underestimated. In order for it to work well, it’s really important to be clear right from the outset
why you want to sub-contract, what is it that you are trying to achieve, and what volumes you are
looking to sub-contract. It is also important to be clear about the type of partners you are looking
for. At WBTC it was crucial that we contracted with organisations with the same values and ethos as
our own.”

Matt Garvey - MD, West Berkshire Training Consortium (WBTC)

This quote is taken from the WBTC case study. WBTC is an example of an independent organisation
that has formed a supply chain to increase 16-18 provision. The full case study is available in the
SCM Resource Bank:
http://www.aelp.org.uk/supply/details/2-local-provider-case-studies-and-resources/





Defining supply chain management

Many industries operate a supply chain to produce products and deliver services. The post-16 skills sector
is no different - we use resources to achieve an overall outcome, in just the same way as the supply chain
works for other industries.

The term “supply chain management’ arose in the late 1980s and came into widespread use in the
1990s. Prior to that time, businesses used terms such as ‘logistics” and ‘operations management’. Here
are some definitions of a supply chain:

e “A supply chain is the alignment of firms that bring products or services to market.”
Lambert, Stock and Ellram, 1998

e “A supply chain consists of all stages involved, directly or indirectly, in fulfilling a customer request.
The supply chain not only includes the manufacturer and suppliers, but also transporters, warehouses,
retailers, and customers themselves.”

Chopra and Meindl, 2003

If this is what a supply chain is, then we can define SCM as the things we do to influence the behaviour
of the suppliers and get the results we want. Based on this, the following statement is a suggested broad
view that may be a good fit for our sector and provide a common understanding.

To operate a systematic and strategic supply chain, for the purpose of improving long-term relationship(s)
and delivering a high-quality learner experience. We should also recognise other supply chain practices
are key components to integrate as part of a quality improvement strategy. Best practice SCM is based on
benchmarking, where the best prime contractor recognises the need to improve and continually adopts
and adapts other practice.

Supply chains within our sector

There is a range of sub-contracting types to suit our purposes and the best approach for delivery. To help
us share a common understanding and language, some suggested definitions are given below.

Suggested SCM types and relationship with sub-contractor

SCM type Suggested definition

Consortium One single contract where its delivery components are shared among a
range of providers by shared agreement. Managed by a consensus, where a
lead provider is appointed or an independent body represents the collective
(all providers).

Managing agent One single contract where the sole purpose of the contract holder is to
deliver through multiple sub-contracts using a competitive procurement
process. The contract holder is not involved in direct delivery.

Prime The principal contract holder is at primary level and identifies their internal
capacity and capability, and any gaps are delivered through a sub-contract
arrangement. The principal contract holder directly delivers the majority of
the contract.

Sub-contractor The sub-contract holder is at secondary level. The sub-contractor delivers
components of the main contract either for the prime, managing agent or
consortium.





Where a partnership or collaboration is formed, these arrangements should not be confused with sub-
contracting. Whilst these are useful approaches to delivery, they do not form part of SCM in this context
and, therefore, sit outside sub-contracting rules and the scope of this guide.

¢ A partnership is two or more providers agreeing to work together. They deliver a joined-up approach
for the equal benefit of each provider. Each partner will use and directly deliver their own contract as
part of the arrangement.

¢ A collaboration is similar to a partnership, but it works on the principle that there is not an equal
benefit for each provider. Its focus is to use the strengths of each provider to achieve the end goal. Each
collaborator will use and directly deliver their own contract as part of the arrangement.

Furthermore, within the supply chain, the term ‘sub-contracting’ can be used for various supplier
relationships.

A supply chain can (and does) include any supplier of services or products that are purchased by the
contractor. However, within the scope of this guide, and to enable providers to fulfil their Agency contract
obligation, it should be recognised that a supply chain exists only where a sub-contractor delivers to the
end-user (learner).

Within this context we can also separate SCM into two key areas of sub-contracting - provision and
services. This is an important shared understanding, as it also determines the depth and breadth of SCM
requirements.

To help, here are suggested sub-contracting terms and definitions (with examples) that best fit our sector.
These should help you understand the language and, more importantly, determine the level of risk within
the sector. It is important to reiterate that in both cases the prime retains full accountability of contract
delivery, such as use of funds, quality and learner experience.

e Provision sub-contract is when a prime contractor has agreed a sub-contract(s) with a provider(s)
and allocated part of their (prime’s) provision. Therefore, the sub-contractor will hold its own funded
allocation profile to achieve starts and outcomes. For example, provider A (the prime contractor)
delivers healthcare and diversifies its offer by contracting with provider B (the sub-contractor) an
allocation of funding to deliver business administration.

e Services sub-contract is when a prime contractor has purchased a specialism(s) from a provider(s) to
deliver a service for the prime. Therefore, the prime retains all its provision but uses the sub-contractor’s
services as an integral part of its delivery. For example, provider Y (the prime contractor) delivers
construction and increases its capacity by contracting with provider Z (the sub-contractor) to purchase
off-the-job knowledge training.

“The excellent management of subcontractors that leads to improved performance and better
outcomes for learners... The contract between the provider and subcontractors is well considered and
details clear expectations. Managers and providers’ staff are in frequent contact with subcontractors
and relationships between parties are generally good. Regular contract monitoring meetings are
held where appropriate levels of challenge and support are provided to ensure the best interests of
the learners are served... Records show that in many subcontractors, success rates improve year-on-
year and, in many cases, success rates for learners from the provider are higher than success rates for
the subcontractors’ own provision.”

Ofsted - November 2009

This quote is taken from an Ofsted report cited in the CITB-ConstructionSkills case study. CITB-

ConstructionSkills is an example of a national provider that uses a service procurement approach to
fully utilise the capacity and capabilities of local providers. The full case study is available in the SCM
Resource Bank: http://www.aelp.org.uk/supply/details/1-national-provider-case-study-and-resources/





Policy context

The Government directs its funding through its Skills Funding Statement, which continues to implement
(with some revisions) the overriding Skills for Growth Strategy. Both are key to informing providers about
how they operate, evolve, structure their delivery and work together, whether that is in collaboration,
partnership or part of a supply chain.

“...'Skills for Growth’ is a national strategy for economic growth and individual prosperity. It takes some
important decisions and marks a radical shift in some of the priorities of our skills system. Skills are a key
part of our plan for economic recovery, and an urgent challenge. This country’s future can only be built by
people who have the skills demanded by modern work in a globalised economy. Skilled people are more
productive and more innovative. Skills give individuals wider options, they climb higher, earn more and
get more out of work. And skilled people are the foundation of successful businesses...”

Skills for Growth, Department for Business, Innovation & Skills, October 2010

The Skills Funding Statement 2011-2014: Investing in a World Class Skills System demonstrated the
Government’s continued commitment to investing in skills. It also made clear the intention to improve
value for money across the sector.

“..Subcontracting can represent a higher risk to public funding. It is however an important element of
the further education system, and where used well enables it to provide a high-quality, locally responsive
offer. It is clear that we need the right balance between promoting high-quality supply chains and the
right controls to tackle activity that is not in the best interest of learners and employers...”

Skills Funding Agency, Kim Thorneywork, Interim Chief Executive (re: New Subcontracting Clause
2012/13; extract August 2012)

The Agency has ensured that the Funding Rules (2012/13) and Revised Funding Agreement (1 August
2011 to 31 July 2014) make specific and explicit reference to sub-contracting.

“Sub-contracting significant levels of provision can increase levels of risk. The Chief Executive allows
sub-contracting to one level. Where Providers wish to sub-contract to a second level, Providers must have
approval from the Agency in writing. The Chief Executive reserves the right to refuse to permit a Provider
to sub-contract at all or to specific sub-contractors.”

Funding Rules 2012/13
http://readingroom.Isc.gov.uk/SFA/Funding_Rules_-_Version_3_-_30_July_2012.pdf

Wider context

The introduction of an MCL (at £500K) in 2011 and the original intent that this may be higher in future
years have been drivers in changing the provider landscape. However, sub-contracting is not new to the

sector. The major change has been the contracting-out of funded provision, as opposed to purchasing

services.

The Agency continues to invest and develop the supply chain, whether that be through use of funds for
allocating provision or through purchasing services.

[t is therefore the sector’s role and responsibility to demonstrate good practice and to maintain the trust
of the Agency. Providers must show that they are confident and capable of delivering programmes that

offer value for money. The aim is to ensure high-quality provision and remain responsive to learners and
employers when using sub-contractors.





Overview of supply chain management

SCM can be divided into two stages - pre-contract and contract delivery.

The following table provides an overview, suggesting sequential good practice steps; these are further
broken down in the step-by-step section of this guide.

Pre-contract Develop the e Provision: Internal investment ~ Can we deliver
business case - expand VS complete
- diversify outsource programme?
e Service Can we offera
- capacity specialist area?
- specialism
Pre-contract Establish e Open tender Official Journal of Register of Training
selection e Specification of  the European Union  Organisations
process needs (OJEU) thresholds approved - check
e Approached Best fit prime
* Preferred
(known)

Pre-contract

Assess capacity

e Information

Determine suitability

External support

and capability memorandum Risk status Know strengths and
 Due diligence Decision-making weaknesses
e Approval process
Contract delivery e Contract
Contract delivery Manage e Monitor Management Data and systems
performance e Review information system Measures
(and learning) e Evaluate (MIS) Action plan
Resources
e Quality Quality assurance Cost/benefit
improvement (QA)
e Sharing good Key performance
practice indicators
e Peer review Impact
Contract delivery  Fees e Provision Risk Transparency
Level of support Best option fee plus
e Services Type of provision level of support

10

delivered
Tariff set by service
provided

Best price for service





Good Practice Tips - SCM structure

Prime providers should consider:

having a clear strategy outlining the business rationale for sub-contracting and sharing this with
potential sub-contractors at the time of commissioning

ensuring that potential sub-contractors are assessed against established and transparent selection
criteria, which in effect, mirror the requirements that the prime providers have with the Agency

assessing potential sub-contractors to ensure that they meet the required quality standard, and
supporting them to develop operating processes and policies to the highest standard

being prepared to learn from sub-contractors, recognising and making an example of their good
practice

having a contract that clearly identifies the terms of the sub-contracting arrangement, reflecting
the Agency contract

encouraging a relationship between themselves and their sub-contractors from one that extends
beyond the definitions of the contract, to one which operates in a spirit of support, co-working and
transparency

ensuring that sub-contractor reviews are supported by development action plans that build the
capacity of the provider to offer the best possible services to learners.

1





Prime contractor role

Once a provider (prime) has decided to be a prime contractor for either allocation of provision or
purchasing of a service, the provider accepts and retains full accountability for their sub-contractor’s
performance and actions.

The Agency Funding Rules clearly state the role of a provider that contracts out their provision and/or
purchases a service:

Para: 237. “The Provider retains ultimate responsibility for all aspects of the provision it has been
contracted to deliver including subcontracting. The Provider must have a legally binding contract with
each of its subcontractors. All subcontracted provision is subject to the same rules as other Agency funded
provision.”

The prime provider (contractor) has to be completely satisfied with the sub-contractor’s financial health,
capacity and capability, and quality of delivery, including their equality, diversity and ethical values. It is
insufficient for the prime contractor to rely on the fact that the sub-contractor has obtained entry to the
Register of Training Organisations, as this does not mean an organisation has appropriate capacity and
capability to deliver. Doing so may put the prime provider at a high risk.

“Enable works well with its subcontractors to provide a comprehensive approach to meeting
the needs and interests of users... ...the provision is highly effective in engaging hard-to-reach
learners...”

Ofsted

This quote is taken from an Ofsted report cited in the Enable case study. Enable is an example of a
members’ organisation that uses a community-based approach to embrace new ways of working for
the hard-to-reach. The full case study is available in the SCM Resource Bank:
http://www.aelp.org.uk/supply/details/5-third-sector-provider-case-study-and-resources/
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Sub-contractor role

Once a provider has decided to be a sub-contractor for either direct delivery of provision or support
delivery of a service, the provider accepts their responsibilities to the prime (e.g. allowing scrutiny of their

organisation), whilst also being compliant and governed by the Agency Contract and Funding Rules (refer

to page 70 ‘mandatory terms to be included in providers subcontracts’
http://readingroom.Isc.gov.uk/SFA/Funding_Rules_-_Version_3_-_30_July_2012.pdf).

As seen below, providers have a range of reasons for delivering as a sub-contractor.

The Skills Funding Agency Supply Chain Survey

Q32. Why do you deliver training through a subcontract arrangement?

Do not have the internal delivery |
capacity to apply for a direct contract

Do not have the internal capacity
to manage a direct contract

Enables us to deliver niche provision
that we specialise in
through multiple subcontracts

P
Enables us to capacity build I
|

[t ensures a greater cost efficiency

Base: 115 responses 0% 10% 20% 30% 40% 50%

The sub-contractor has to be completely satisfied with the prime’s financial health, capacity and
capability to manage a sub-contract, including their equality, diversity and ethical values. The secondary
provider cannot rely on a prime’s status on the Register of Training Organisations.

A provider may commit to a sub-contractor role for either or both of the following reasons:

¢ best price = the net unit price a prime offers to pay a sub-contractor for delivery, once their fees and
charges have been deducted, enabling sub to optimise income

e best support = the level of support a prime offers to develop sub-contractor to improve delivery
capacity and capabilities, enabling sub to focus on delivery and be ready for direct contract (if so
desired).

“The benefits of working with BCTG are numerous - from supporting our delivery to updating us on
sector news, improving our teaching and learning, and understanding our business needs”.

Wilf Buck - MD, Eurosource Solutions Ltd

This quote is taken from the BCTG (Black Country Training Group) case study. BCTG is an example of
a consortium that uses a managing agent approach to support its supply chain. The full case study is
available in the SCM Resource Bank:
http://www.aelp.org.uk/supply/details/3-consortia-provider-case-study-and-resources/
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A step-by-step approach to supply chain management

The two stages of SCM - pre-contract and contract delivery - can be broken down further into the
following steps and descriptors. These steps have been based on existing good practice within the sector
and include prompt questions where relevant. The steps are a tried and tested approach that allow some
flexibility to meet your needs. They will help you decide on the best approach to SCM, whether you are a
prime or a sub, whilst using peer review to continually learn new ways of working.

Step 1 - Developing the business case

Prime contractor

To meet our customers’ needs do we need to:
e expand our provision?

o diversify our provision?

e grow our provision?

Can we achieve this:

e with our own resources?

e by allocating some of provision to a provider(s)?

e by purchasing a specialist service from a provider(s)?

Decision point: What are the costs/benefits of an internal solution (investment) vs an external solution
(sub-contract)?

Sub-contractor

To meet our customers’ needs should we gain:
e adirect Agency contract?

e asub-contract with a provider?

Decision point: What are the costs/benefits of a direct contract vs a sub-contract?

Step 2 - Establishing the selection process

As a prime contractor, deciding on the process to select a sub-contractor(s) will be determined by your
answers to some key questions:

Are you allocating part of your provision?

Are you purchasing services to support the delivery of your provision?

[s the combined value of sub-contracts above the EU procurement directives threshold?

Have you been approached by a provider as a potential sub-contractor?
¢ Do you know a provider you wish to approach?

Decision point: Which selection process will best meet the business need to be determined by the prime
contractor?
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“Manley Summers stood out because, rather than ringing up and immediately telling me how many
starts they could offer me, they talked about the specific occupations they offered training in and
the learners they worked with. ...Manley Summers works with young people from some of the most
deprived postcodes in London, helping them to secure jobs, so there was a real synergy between the

two organisations. I was so impressed by that initial call that I immediately set up a meeting with
their MD...”

Matt Garvey - MD, West Berkshire Training Consortium (WBTC)

This quote is taken from the WBTC case study. The full case study is available in the SCM Resource
Bank: http://www.aelp.org.uk/supply/details/2-local-provider-case-studies-and-resources/

Good Practice Tips - customer satisfaction

To ensure customer satisfaction:

e prime providers should standardise the learner and employer survey so that it can be used across
their provision as a quantitative management tool

e prime providers could look at the feasibility and cost effectiveness of centralising learner and
employer surveys

e data from learner and employer surveys should be treated as a performance measure at all reviews

e prime providers should work with their sub-contractors to actively respond to learner and employer
feedback, and to use survey outcomes to improve the quality of the learning experience.
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Tender processes

Key

A. Open (to all providers)

B. Selective (open only to preferred providers; may be subject to EU regulations)

C. Approach (response to providers who have approached/requested sub-contract; may be subject to EU

regulations)
Identify need Identify need Identify need

Tender design
specification

Produce
tender doc

Publish
tender doc as
an open offer

Receive
tender bid
doc(s)

¥

Assess bid

Produce
tender doc

Send to
preferred list
of providers

Receive
tender bid
doc(s)

¥

Assess bid

Tender design Tender design
specification specification

Produce
tender doc

Send to
provider(s) who
requested a
sub-contract

Receive
tender bid
doc(s)

¥

Assess bid

doc(s)

\

Decide on
successful
bids

Inform bid
organisations
of outcome

Complete
tender process
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Good Practice Tips - developing the supply chain
To help share good practice with sub-contractors, the prime provider should:

e develop clear guidelines for involvement with the QA process and make sub-contractors aware of
how to participate in these

e support sub-contractors’ participation in the process through peer review, guidance, facilitation
and support, and involvement in CPD and reviews

e look at cost-effective ways to utilise technology for QA, such as MIS

e ensure that self-assessment reports (SARs) and quality improvement plans (QIPs) contain
designated sections on sub-contracted provision that sub-contractors are able to contribute to

e check that all the sub-contractors receive a copy of the final SAR and QIP, to be part of overall
development

e ensure that they plan a timetabled process of reviews and quality audits of sub-contracted
provision in collaboration with sub-contractors.

Step 3 - Assessing the capacity and capability

[t is an important part of building a winning relationship to ensure that the sub-contractor has both the
capacity and capability to deliver their (tender) promise. All three selection methods shown in step 2 will
include the same assessment components.

A) Information memorandum

This is ideally requested by the prime as part of the tender/base documentation and includes:
e organisation overview

e structure - legal and operational

e rationale for contract request

e demand-led evidence

¢ added value to prime contractor and sector

e current offer

e QA systems

e financial health check

e completed Agency Register (online due diligence process)
o references.

The desktop assessment involves a detailed evaluation of information by an experienced contract
manager and other specialists. This informs the decision as to whether or not to proceed with a sub-
contract request. It is also good practice to have a transparent process, whether that is to ensure you
comply with EU directives (http://www.ojec.com/) and/or remain objective in your judgement. The prime
contractor has to determine the risk status.
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B) Due diligence site visit

Following the desktop assessment, a due diligence site visit is arranged to those providers the prime
wishes to proceed with. An experienced team will visit the sub-contractor’s premises (and other sites).
The desktop assessment will be used to inform the depth and breadth of examination. The team will:

e consider the capability and capacity assessment

e thoroughly examine the information provided

e conduct a financial audit

e interview the management team and a sample of staff
e conduct a health, safety and safeguarding assessment

e identify strengths, potential risks and development needs.

C) Approval
After all the evidence has been collated, a judgement is made with three possible outcomes:
o approved unconditional = you are fully satisfied with the provider’s capacity and capability

o approved conditional = you are satisfied with the provider’s capacity and capability but have
highlighted some areas for improvement or potential risk

¢ not approved = you are not satisfied with the provider’s capacity and capability, so decide not to
proceed. (Offer a formal feedback meeting.)

Decision point: The prime contractor has to determine risk e.g. as high/medium/low, or red/amber/green.

D) Contract

Based on the approval level, through discussion or negotiation, both the prime and the sub will agree their
contract content and value. The following core contract components will be agreed:

e sub-contractor profile

sub-contractor duty (and QIPs)

prime contractor duty

prime contractor service offer

prime contractor management and service charges based on due diligence results

a contract volume and value.

[t is good practice to have your contract checked by a legal adviser. The contract should always reflect the
in-year Agency Funding Rules and updates.

Remember to declare to the Agency your sub-contractor arrangement; this is normally in August and April
in year. For information, see: http://skillsftundingagency.bis.gov.uk/providers/Subcontracting/
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Good Practice Tips - contract management

In your administration of SCM be aware that:

documentation across a provider does not need to be unified as long as the prime provider has
approved the paperwork that is in place for each sub-contractor; in many cases the sub-contractors
will have exemplary documentation - the prime may wish to adopt this

robust management information is generated at a prime provider and sub-contractor level; the
prime provider and sub-contractors should have dual access to a suite of relevant and accurate
reports

prime providers should utilise systems that ensure all sub-contractors have access to live data

prime providers should check that sub-contractors understand how to interpret the data and that it
is reconciled on a timely basis

prime providers should ensure that they deliver regular compliance audits to check the authenticity
of data supplied by sub-contractors

nominated contacts in both the prime provider and sub-contract organisations should undertake at
least quarterly formal meetings to review data against contractual performance indicators; these
meetings should be complemented by the continuous review of data through informal dialogue

where underperformance is identified it should be addressed through targeted, measured action
plans, and backed by support and development from the prime provider.

Step 4 - Managing performance

SCM starts with ensuring that you have selected the right provider(s) as sub-contractor(s) and that this is
agreed using a formal and legal contract, which mirrors or makes reference to the Agency Contract Terms
and Funding Rules.

Once a sub-contractor(s) is selected, the prime uses a dedicated and trained contract management
team (depending on the size of the contract issued). The management of sub-contractor performance is
based on level of approval and risk status. The prime will monitor, review and evaluate in order to inform
corrective, preventative and improvement actions and manage risk through contingency planning.

Monitoring can include:

e having monthly conference calls and/or visits

e examining MIS and claims

e support visits.

Review can involve:

e quarterly formal meetings

e an examination of all aspects of the contract

¢ planning future actions.

Evaluation can include:

e annual assessments/audits

e looking at contract performance

¢ the contract renewal decision-making process.
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The level of contract management and service provided by the prime to the sub-contractor would have
been determined at approval stage. In all cases, it makes good business sense for risk management and
contingency plans to be in place by the prime contractor and sub-contractor.

“Their advice and support has been invaluable! If I have a query or just something I need to talk
through, all I have to do is pick up the phone. Matt and his team are keen to explore all sorts of
ideas, whether it be about how to maximise income or how we can improve the learner journey.
Equally, we share our expertise with them, as we have many industry leaders working for us who are
keen to share their knowledge.”

Harviss Pervez - Business Development Manager, Manley Summers

This quote is taken from the West Berkshire Training Consortium (WBTC) case study. The full case
study is available in the SCM Resource Bank:
http://www.aelp.org.uk/supply/details/2-local-provider-case-studies-and-resources/

“BCTG recognises the need to invest time and effort in supporting, developing and working with
providers in its consortia. If we do this successfully, we will all reap the rewards of improved
performance.”

Chris Luty - Director, BCTG.

This quote is taken from the BCTG (Black Country Training Group) case study. The full case study is
available in the SCM Resource Bank:
http://www.aelp.org.uk/supply/details/3-consortia-provider-case-study-and-resources/

Step 5 - Contracting fees

It is accepted that the prime contractor will incur costs to manage the sub-contracting process, such as
pre-contract assessment, performance management and risk management (accountability). In addition,
depending on the type of contract and its requirements, the prime may charge for the support of a sub-
contractor, or set out a tariff to purchase services. It is not possible to set one fee, given the permutations
that are possible to meet the needs of both parties. However, fees can be divided into the two sub-
contracting areas and there are formulae for charges:

e allocated provision contract = management fee % of contract value (% determined by level of activity
and risk band)

e purchased services contract = fixed tariff per service; varies by type of service.
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Fees model - allocated provision contract - sub-contracting charges (example)

35%
30%
25%
20%
15%
10%
5% 1

0% % of contract fee

1 I 5 I 3 I 4 ! 5 ! 6 range value 5-30%

Contract Activity 1-6 (see key below)

1 = management fee/low risk 4 = management fee/low risk plus delivery activity(s)
2 = management fee/medium risk 5 = management fee/medium risk plus delivery activity(s)
3 = management fee/high risk 6 = management fee/high risk plus delivery activity(s)

Fees model - purchased services
Options include:

e no management fee chargeable

e a list of services priced individually.

Risk may also influence pricing policy.

Good Practice Tips - forming a fee structure
In relation to fees, as a prime provider you could consider:

e offering transparency in how your management fees are calculated, and the services that sub-
contractors can expect from you

e cross-charging for additional services above core management (such as verification), based on
usage

e allowing sub-contractors to review and negotiate management fees.

“Safety Problem Solutions has been working in partnership with West Nottinghamshire College
(WNC) for over two years and our progress with winning our own direct contract has been directly
down to the support and guidance we have received from the team at WNC.

Before we were given a contract with WNC, we had to go through a full quality audit that identified
what support Safety Problem Solutions needed to become a successful partner. We then had
different teams from WNC giving us information, support, guidance and training to all staff at all
levels to make us the provider we are now.”

Glenn Morgan - Contracts Manager, Safety Problem Solution

This quote is taken from the West Nottinghamshire College (WNC) case study. WNC is an example
of an FE college that uses sub-contractors to provide work-based learning on a local, regional and
national level. The full case study is available in the SCM Resource Bank:
http://www.aelp.org.uk/supply/details/4-fe-college-provider-case-studies-and-resources/
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The role of risk assessment

Below is a list of factors that providers have used to produce a risk-banding framework. Weightings can be
given for each factor - these may differ to reflect prime operating arrangements and priorities. Although
the list is by no means exhaustive, these factors may be useful pointers if you are in the process of
developing or improving your risk assessment.

Risk factor checklist:

e duration of the contract

« value of the contract

e industry types and vocational area

¢ health and safety/equal opportunities

e required outputs

e non-completion, leaver or drop-out rates
e supplier staff turnover

e sensitivity of the programme/political profile
e track record of the supplier

e degree of innovation needed

¢ underlying policy agenda

e importance of the provider to the prime

e publicity value.

Once these factors (and others) have been determined as a result of your pre-contract due diligence
process, a method of scoring and banding arrangements will need to be agreed. Examples of tried and
tested methods to risk assessment and performance management are given in the SCM Resource Bank.

Good Practice Tips - contingency
In terms of contingency:

e ensure that performance management and support measures with set processes are in place, in
case of sub-contract failure

e prime providers should maintain a level of due diligence over sub-contractors, in order to attempt
to identify early signs of organisational failure

e prime contractors should have a contingency plan, outlining the process to be taken in the event
of a breakdown in contracting relationships - this should include guidance on the continuity of
learning, communication to learners and employers, and TUPE guidelines for staff

e remember that effective quality processes would highlight potential problems.
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The following process flowchart provides a good practice example on how risk management can be
integrated with SCM.

Identify the

need to contract

Identify

Pre-tender
risk assessment

potential supplier
- new or existing

Invite tender proposal QA
arrangements

Determine
capability

Agree contract

Pre-contract
risk assessment

Determine - :
monitoring InI’FICﬂ quality
arrangements risk band

Contract maqagement NG C.ork1tact delivery
- Quality performance ris a§sessment
- Performance vs contract (adjust risk)

Contract review
and evaluation

“It is crucial that everything is clear right from the start. You need to have robust systems in place that
are consistent and ensure that there is complete clarity regarding roles and responsibilities. Where

we have had issues with sub-contractors, the problems are almost always due to arrangements being
vague in the first instance.”

Becky Diamond - Director of Curriculum, KEITS

This quote is taken from the KEITS Training Services Ltd case study. KEITS is an example of a local
provider that has used a sustainability approach to encourage and enable new providers to deliver
Apprenticeships. The full case study is available in the SCM Resource Bank:
http://www.aelp.org.uk/supply/details/2-local-provider-case-studies-and-resources/
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Conclusion

This guide has been produced using existing good practice within the post-16 training and education
sector and is intended to support providers with their SCM. The diverse needs of learners, employers and
the economy require the sector to use the best resources and delivery methods available. Using and
sharing good SCM enables the sector to be responsive to needs, continually improve and to act as the
catalyst to providing the country’s skills infrastructure for economic growth and posterity.

Lessons drawn from the guide to deliver an effective SCM, from procurement to performance, include that
the prime should:

e have a dedicated contract team

e before entering into sub-contracting, understand and accept full accountability for any sub-contractor,
under the terms of the Agency Funding Rules

e separate procurement for the allocation of provision from purchasing services

o carefully and accurately translate the Agency Funding Rules into any sub-contract arrangement
e before issuing a contract, implement a robust due diligence process that involves a site visit

o formulate risk and contingency plans

¢ involve and support sub-contractor development, using activities such as SAR and QIP.

Drawing from the guide, in brief, the five key areas for primes and suppliers (sub-contractors) to share in
establishing an effective supply chain are:

1 Customer demand - satisfaction for customers, employers, learners and the Agency.
2 Performance management - reducing risk and improving performance.

3 Supplier development - building capacity and capability.

4 Added value - maximising government funds for a better learner experience.

5 Relationships - sharing good practice so the sector is responsible for itself.

The steps and suggestions shown in the guide have been developed from current practice and provide a
logical, systematic approach to SCM. A professional and exemplar approach is best summarised by the
SCM flowchart (produced by CITB-ConstructionSkills) - see page 27. It is acknowledged that no single
approach meets the diverse needs of the sector and its customers. SCM models can only be successful

if the real focus is on the management of relationships in order to achieve the desired outcome for all
parties, and most importantly for the end-user (i.e. learner).

This guide should be used with due regard to the Common Accord - this has been developed with FE
sector practitioners and representatives and marks a change in approach to SCM.

Under the SCM Common Accord, both parties will have shared responsibilities:

A key driver is the learner, and forming a common  These are underpinned by shared values:

accord with guiding principles such as: « ethics and confidentidlity

* contracting e mutual respect

* supply chain development e honesty and transparency

* learner experience e clear expectations.

e value for money.
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One final reminder is that primes hold full accountability for the delivery of their contract and this cannot
be assigned to their suppliers (sub-contractors). Both the prime and their suppliers should always refer to
the Agency Funding Rules documents for any future updates, see: http://skillsfundingagency.bis.gov.uk/
providers/fundingdocuments/

In conclusion, the sector’s positive approach to SCM is demonstrated by openly sharing good practice to
continually improve and reduce risk, and drive out poor practice. This approach may be better termed for
our sector as ‘demand-led chain management’, to reflect the sector’s specific market drivers (i.e. the
needs of employer and learners), and not the needs of the sector’s providers (prime and suppliers).
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