Engaging employers with higher education

HEFCE strategy to support links between higher education and
employers on skills and lifelong learning

Introduction

The HEFCE has not set a time frame for this consultation and we welcome the opportunity to be
involved in a continuous dialogue. This will help us both identify and hone our joint knowledge on the
issues and the actions that might be taken to achieve your primary aim to help the HE sector to
position itself effectively to provide the higher level skills needed by employers, by learners and
employees, and by the economy and society. We can help to bring an employer perspective to the
development of this role for the sector, the importance of which has been underplayed to date.

We agree with this overall aim of the strategy and with much of the helpful analysis in your paper.
Workforce Development and CIHE

One of the aims of the CIHE for some time has been to encourage employers and HEIs to work closer
together to help ‘up-skill' the workforce and ensure that the nation has more people qualified to level 4 and
above. As the recently published * Leitch review’ on the UK’s long-term skill needs shows, we can no longer
afford to rely on the output of young graduates from our universities to meet our high level skill needs and
must give more attention to raising the capabilities of adults in the workplace by investing more in their skills

Employers are, on the whole, committed to investing in training to improve the skills of the workforce. They
spend over £33bn annually ' on training - though that covers all levels and much of it relates to in-company
training and trainee wages. Around £5bn annually goes to external providers, mostly spent on training from
private providers and a very small proportion, estimated recently by DfES at around 5 per cent, currently
goes to the HE sector (for non-accredited CPD). Although these figures are approximate, and may
underestimate the total spend on HE (for example they exclude employer contribution to fees for part-time
degree students; and there are some differences between institutions in their reporting of courses paid for by
employers), they give an indication of the current market penetration that universities have here.

CIHE believes that this small share of the workforce development market could be increased. The resources
and expertise in universities and colleges could be harnessed and utilised better to help develop the skills,
knowledge and capabilities of the existing workforce. Currently, a range of employer engagement activity
appears to take place within HEIs but often in a very compartmentalised way. Such a strategy could also
diversify the student and funding base of HEIls at a time when there will be a reduction in the young age
cohort. for traditional degrees. But several things need to change for this to happen:

- Employer demand needs to be stimulated and then articulated;

- HE supply needs to be more relevant and accessible to employers;

- The Government, funding and quality councils need to set the right policy environment to enable
partnerships between business and HE to flourish.

!'Source: National Learning and Skills Survey 2005, LSC( figures cover England only so total for all UK will be slightly higher)



We have set out where we believe changes need to be made and the key issues that need to be addressed
in two CIHE reports:

- Work-based learmning: a consultation , February 2005
- Workforce Development and Higher Education, July 2005

The HEFCE Questions

a. Have we identified the important aims, challenges and issues facing HEFCE and the HE
sector as we develop and implement a strategy for employer engagement?

b. What have we missed? How might we improve our strategy?

Our impending report for the DfES shows that it is not easy at present to gain a comprehensive picture,
at regional or national level, on employer demand for workforce development from HE nor the different
markets which HEIs might wish to enter or become more involved in. Businesses themselves do not
appear to keep central statistics on the amounts spent on learning by business units with HEIs (or other
‘products’). Equally we need to disentangle the different forms of employer demand. For example, that
for management and leadership by large businesses spent with Business Schools (perhaps accounting
for over half of the £90 million that such large businesses spend with HEIs), is different in kind from
their involvement with HNC/Ds, Foundation Degrees, sandwich education or work placements or the
support they give to part-time learners (where the figures are uncertain). The bite-sized learning that
many small businesses (SMEs) appear to need is a different market again.

Not only do we have an unclear picture of the nature or volume of current employer demand or
purchasing activity from HE, we also do not know enough about what employers or employees seek in
their learning. More research is needed on where, and the extent to which, an employer or an individual
is interested in the qualification, in the associated personal or career development, or solely the
enhancement of business performance. If employers (and probably SMEs in particular) want the
learning but not necessarily the associated qualification then this may involve different models of
learning, delivery, support, funding, accreditation and quality assessment than what is appropriate for 3
or 4 year degrees for young learners. There are different costs involved in work-based learning or
blended learning approaches.

There is a danger that objectives could be set by the Government and as a result by the Funding
Council based on inadequate knowledge of current and likely future employer demand, on constraints
and on what works and why.

C. Do you agree that HEFCE's strategic role should primarily be to support the HE sector's
capacity to understand and address the challenges posed by employer engagement?

Yes, primarily through its funding models to support the development of new approaches, but also in
helping its workforce to adapt to changing roles ( for some) so that it has the necessary skills and is it
for purpose’ in this changing environment and helping to ensure that quality of learning is maintained.
HEFCE should take a lead in ensuring that employer engagement is not seen as the preserve of just
one part of the sector or as an ‘add-on’ but that it should be integral to the mission of every HEI, at the
same time acknowledging that some HEIs will choose to give it greater significance in their individual
strategy.



d. Do you agree that employer engagement should be seen as part of a broader approach
to promoting flexible lifelong learning?
As pointed out by many studies, in particular recent Leitch Review, there is a need to offer flexible
learning so that more adults can learn while continuing to work. The future growth in students will not
be met from increased participation by young people alone.

e. Do you agree with our specific focus on testing the demand and potential for more
fundamental change in HE through:

* development of the workplace as a site of learning
* institutions responding to employer needs through customised and personalised learning.

In both, we need to know more about what works in practice, as we have said above. We are currently
identifying examples of successful new forms of delivery of work-based learning linked closely to
employer needs (due to report shortly), and recommend that the ‘testbeds’ currently being funded by
HEFCE are evaluated ( and feedback is given to the sector to learn from as soon as possible, not in
several years time)

f. Do you agree that there is a need to support demand for HE from employers and
employees, and that HEFCE should support the lead role played by other organisations in
raising this demand?

We should be clear whether our aim is to increase employer demand for high level learning or for that
learning which can be delivered through HEIls or FECs — ie public provision. The latter is just one
medium.

Employer demand exists where a business has a high value strategy in place that requires staff to be
able to deliver to that strategy. The prime need is therefore for employers better to appreciate how they
will survive and prosper in an increasingly competitive global or local environment. HEIs have a limited
role to play in this strategic repositioning except where they can influence (perhaps particularly via
Business Schools) the management and leadership stance of the business leader and especially the
owner-manager.

The form, content and co-funding packages available will then need to be relevant to the demand that
has been identified and articulated. The latter implies a role for intermediaries such as SSCs, Train-to-
Gain and other brokers and HEIs and FECs themselves where they have the appropriate interfacing
skills.

g. Which organisations or individuals do you believe HEFCE needs to engage with more
effectively?

h. Which organisations or individuals do you believe the HE sector needs to engage with
more effectively?

Engaging with SSCs and to some extent RDAs (including their FRESASs) will be important in enabling
HEFCE and HElIs better appreciate employer demand. Hopefully the CIHE and business led
organisations such as the CBI, 10D, Federation of Small Businesses, Chamber of Commerce and



professional bodies can also be mediums through which information and ideas can be channelled and
tested.

i If HEFCE could do one thing to help you or your organisation improve engagement
between HE and employers, what would that be? What would be the single most effective
contribution that could be made by a) employers b) the HE sector?

The vast majority of businesses in the UK are SMEs. Many of these are thought to be poorly managed
and to be holding back the economic and especially productivity performance of the UK2. Many are not
aware of the likely future skill needs of their employees, nor appreciate the impact of current skill
deficiencies. The value of them investing in the skills of their workforce is not appreciated. This needs
to be addressed. Helping them to engage with HEIs is the great challenge especially as many of them
and their owner-managers have had no exposure to or experience of HE. The owner-manager may not
appreciate the need for up-skilling and will be reluctant to release staff. Offering bite-sized chunks of
value-adding learning at times and places that suit SMEs and under co-funding arrangements that
entice them to engage will be needed. This may be through providing simple APL processes or
accrediting their in-house training in combination with new learning modules as appropriate. Flexible
systems need to be developed, not ‘one size fits all’ approaches. For many the qualification and credits
earned will not be important whereas for HEIs and HEFCE that is the perceived evidence of the
learning. This divide in terms of aims has to be bridged.

We need to pilot a range of novel approaches. Some HEIs will want to be able to offer learning
packages on a co-funding basis at just 10-15 credits (eg the development of a business plan). For the
business it is the acquisition of the knowledge that matters rather than the credits. The HEI will want to
be helped by not having reporting impediments placed in their way (eg returns to HESA will need to be
commensurate with the work involved and probably consolidated). Equally the nature of the “course”
may need to be so flexibly defined that when the 10-15 credit package is achieved the potential to
deliver additional learning within an academic year is not restricted (currently learners have to complete
a defined programme to qualify for funding and evidently once this has been achieved the HEI cannot
qualify for further HEFCE support if another programme is undertaken in the same year).

There is some confusion across the sector as to whether HEFCE is only prepared to fund at 120 credits
and above or at lower levels and whether additional student numbers have to be sought even for part-
time study. We urge HEFCE to clarify these and no doubt other issues where there is uncertainty.

What contributions can employers make:

- providing more opportunities for staff exchanges with HE staff in particular enabled to have
‘placements’ to help them understand the changing needs of the workplace and informing
business and other organisations of what a modern HE system can provide; both sides need to
be better informed on the realities of the other;

- offering more student placements — every undergraduate should have one — as the development
of closer relationships between businesses and HEIs can help both better appreciate the
potential for joint working on a number of fronts including workforce development/work based
learning.

HEls need to:

? See eg work by McKinsey



- share more and learn form each other (including Business Schools who have been at this for
ages);

- take note that it takes a long time to develop good relationships with local businesses and that not
just one model of interaction works every time; HEIs have got to be prepared to be responsive,
flexible, enterprising and committed over a period of time with groups of SMEs if they are to
secure the critical mass of users necessary to make the effort financially viable and replicable.

- have the funding, quality and other support mechanisms in place to incentivise them to take this
issue seriously; currently it is undertaken largely by a few enthusiasts and a few institutions;

- partly as a result of having the necessary funding by credit and other processes in place, through
having established more deep and informed relationships with their chosen business sectors and
through having the staff appropriate to the delivery of different learning models, to have the
confidence and leadership to develop the appropriate business models for addressing this very
different market;

- only through a planned approach with support from external stakeholders will the risks in this
market be worth taking.

Our report on Workforce Development by Madeleine King establishes what is known about employer
demand and should be seen as a companion piece to this response.

CIHE
February 2007



