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Education - Furter Education - ILAs face damning report - MPs deliververdict on Individual Learning Account shambles. By Peter Kingston.

Ministers are bracing themselves for a roasting over IndividualLearning Accounts in tomorrow's report by MPs on the £271m debacle.

Capita, the facilities management company, is also expected to beseverely criticised over its administration of the scheme in the reportby the Commons education and skills committee.

The flagship scheme, designed to encourage adults to take up learningby offering up to £200 towards the cost of studies, is nonethelessenthusiastically endorsed by the committee.

The report makes clear that a successor should be up and running assoon as possible, but this time with the prototype's criticalweaknesses tightened up. And Capita should not take for granted that itwill be administering the revised programme.

John Healey, the adult skills minister, is expected to announce "son ofILA" imminently.

The report, the select committee's third of this current session, islikely to call for a proper registration of approved learning providersauthorised to participate in ILAs.

In evidence given over a number of sessions earlier this year, membersheard that the decision had been taken in the DfES not to restrict theprogramme to existing learning providers with proven track records,such as colleges. By making it easy for new providers to join thescheme it was felt there would be a better chance of attracting a widerspread of learners.

Registration was as simple as filling in a form and sending it off. Forthat, the 9,000 learning providers who signed up were given access tothe computer system and the means to draw down funds from learners'accounts.

The report will also demand that money released to providers is moreeasily and carefully tracked in any successor scheme.

It accepts the official explanation given by education ministers thatfraud and abuse of the scheme were their reasons for pulling the plugin late November rather than Treasury concerns over its escalating anduncapped costs. But it will also note that the Treasury has so farfailed to provide answers to questions about this.

It is one of the crueller twists of politics that the ministers takingthe heat from the report and the evidence sessions preceding it werenot those in office when the ILA programme was devised and whenarrangements were thrashed out with Capita over its running. DavidBlunkett was education secretary and Baroness Blackstone was therelevant minister.

The report is expected to say some hard words about the DfES's handlingof ILAs, implying there has been a pattern of schemes with inadequatefinancial controls going back to further education franchising scandalsin the mid-1990s.

The suggestion will be clear that the department should have seen theproblems coming and should have had firmer control over Capita. The ILAscheme is seen as a test case of what can go wrong in a public-privatesector partnership if the original con tract isn't right. A comparisonis expected to be drawn between the soft line that was taken withCapita and the hard line ministers have taken with the many learningproviders complaining they were left severely out of pocket when thescheme was suddenly closed without warning late on November 23.

By that date 2.6 million people had opened ILAs, about 1.2 million hadused them and the scheme had run about £70m over budget.

If ministers are to get the replacement ILA scheme right, the reportwill conclude, they must have a clearer view of what the aim is - auniversal scheme open to all adults or a programme to encourage peoplewho would otherwise not have done so to acquire some skills.

NATIONAL NEWS - Ministers to be criticised on training scheme failure. 

By JIM KELLY. 

377 words

Publication date: 29 April 2002

Source: Financial Times

Page: 4

(c) 2002 The Financial Times Limited. All rights reserved 

NATIONAL NEWS - Ministers to be criticised on training scheme failure EDUCATION CORE CONTRACT FLAWED, MPs WILL SAY. 

Ministers will be severely criticised this week by MPs investigating the collapse of a £260m flagship training programme. 

A report by the education and skills select committee will say that ministers failed to draw up properly the contract at the heart of the public-private partnership established to deliver the service. 

The MPs will find that the contract was flawed from the start because the programme was uncapped, had indefinite targets and failed to define properly the role of the private sector partner. 

Individual Learning Accounts were closed last year after the scheme, which offered grants and vouchers for training, was hit by widespread abuse, mis-selling and fraud. 

One senior official close to the committee said: "When it was set up ministers did not know what the aim of the scheme was - just that they wanted to get a million people to use it by a set date. They had not looked at what had gone wrong in previous uncapped schemes. 

"The banks would not back the scheme so it boiled down to a voucher system which was open to abuse. The contract fell between two stools - it allowed Capita, the private sector operator, to say it was not their responsibility." 

Capita, which is understood to be in line to run any successor scheme, is also severely criticised. "They promoted themselves as the most experienced operator In the sector," said the official. But MPs heard that one of the safety features of the proposed scheme - a database of trainers - was not fit for the purpose. 

The operator "should have flagged that up immediately - not just sat there and waited," said the official. 

Capita is also attacked for failing to carry out those duties for which it had direct responsibility, such as dealing with complaints. 

The MPs were also clearly angry that the government was not prepared to compensate training providers. 

It is understood that ministers, who will today publish the results of consultation with learners and training providers, are now confident they can launch a successor scheme by the end of this year. 
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MPs criticise skills project 'debacle'.
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The Department for Education and Skills was yesterday criticised by MPsfor "serious failings" in its handling of a Labour education schemewhich collapsed last year at a cost to the taxpayer of millions ofpounds.

The individual learning account scheme, which was designed to encourageadults to learn skills through subsidised training, became "a debacle"because ministers failed to make sure it was fraud proof, according tothe report published by the all-party Commons education committee.

The scheme was withdrawn in November last year amid concerns that itsrapid growth had outstripped its expected cost to public funds, andmounting evidence of widespread abuse and fraud by some learningproviders. Over its first two years, government spending on the ILAscheme was at least £60m higher than the expected £200m.

Capita, the facilities management company awarded a £55m contract bythe DfES to run the scheme's computers and call centre, was alsocriticised in the report for its "considerable shortcomings" whichincluded not alerting the DfES earlier to signs that there wereproblems.

But the MPs singled out the DfES for not learning from previousgovernment computer contract disasters. "The DfES confused qualityassurance with registration. It is this confusion which lies at theheart of the ILA debacle," the report said.

The ILA scheme, trumpeted in Labour's 1997 election manifesto, wasintended to provide flexible funding for adults to train in basicskills such as information and communications technology. Initially,everyone who opened an ILA got £150 towards the cost of a course, butthat entitlement was later replaced with means tested discounts worthup to £200, or 80% of the price. The government hit its target of onemillion adults signing up for accounts in March last year - a yearearly.

But by October last year, allegations of widespread fraud andmis-selling prompted the education secretary, Estelle Morris, toannounce she would close the scheme to new entrants on December. Thatdate had to be brought forward by two weeks when police revealed theyhad evidence of massive misuse of ILA subsidies. Bogus operators hadbeen able to tap into the system and claim the subsidies forthemselves.

Although the MPs said they "strongly support the concept of ILAs,particularly for the simplicity of the scheme and its attractiveness tolearners", their criticism was embarrassing for the department. Theyhave confidence in a replacement scheme - likely to be announced by theDfES in the next few weeks - provided it is designed to be fraudproof.

The adult skills minister, John Healey, said: "I welcomed the inquiryon January 16 when the committee announced it, and I welcome the reporttoday. The report contains important recommendations and conclusions -which deserve a considered response and will contribute to plans for asuccessor ILA programme. We have been determined to get to the bottomof what went wrong and the committee's inquiry has helped thisprocess."

But the shadow adult skills minister, Alistair Burt, said: "Thegovernment is entirely responsible for the fiasco of the individuallearning accounts scheme. Warned when setting up the scheme that it wasriddled with holes that could profit con men at the expense of studentsand honest learning providers, the government ignored advice andcontinued with its policy."

Capita welcomed the report. In a statement it said: "In particular, weagree that clearer lines of responsibility would have been beneficialin monitoring and adapting the scheme more effectively and accept thatwe should have drawn matters of concern to the department's attentionin a much more proactive fashion."

More education news at EducationGuardian.co.uk.
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Education Editor

THE Government's multi-million-pound Individual Learning Accounts (ILA) scheme was a debacle, wide open to fraud and a "licence to print money", the Commons education committee reported yesterday.

The scheme, the brainchild of Gordon Brown, the Chancellor, aimed to widen participation in learning by distributing vouchers worth up to £200 to anyone in England aged 19 or over.

To qualify, they had to register with a learning provider and pay £25 to £50. In return, they would receive up to £250 worth of training.

The providers - many of whom sprang up overnight and employed aggressive door-to-door salesmen - pocketed the down-payment and claimed the £200 from the Government.

During the 14 months the scheme was in operation, two and a half million accounts were opened and £265 million was handed out. No one has any idea of how much learning took place. The MPs who conducted the inquiry said the scheme attracted so many bogus providers that "the level of fraud, misuse and abuse may never be established".

Anyone could sign up as a learning provider, trawl the ILA database and submit claims for having trained any individual whose account had not already been spent.

A quarter of those entered into the database as having completed their training were thought to have had their accounts stolen before any training had taken place.

Fraudsters also created accounts for non-existent people and offered the details for sale.

When the millionth ILA was opened, the Department for Education announced its delight at the success of its flagship project.

By November, when the scheme was shut down by Estelle Morris, the Education Secretary, it was clear that abuse had become "substantial and endemic", the MPs said.

They found it "hard to credit" that Capita, the contractor responsible for implementing the project, failed to point out that it was "a disaster waiting to happen".

The company's shortcomings were considerable, they said.

John Healey, a junior education minister, said his department was "working closely with the police". to get to the bottom of the fraud issue". So far, 45 people have been arrested.

Ministers blamed for £268m skills scheme debacle - Politics.

By John O'Leary Education Editor.
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Education ministers were responsible for serious failings in theadministration of a flagship training scheme that may have cost thetaxpayer millions of pounds in fraud, a committee of MPs saidyesterday.

The Labour-dominated Education Select Committee described the operationof Individual Learning Accounts (ILAs), which overshot their budget byalmost £67 million before they were withdrawn, as a debacle. Capita,the private company paid £55 million to run the scheme, was condemnedfor failing to alert officials to the dangers of fraud, but the mostscathing criticism was reserved for the Department for Education andSkills.

More than a million adults were registered for ILAs, entitling them tosubsidies of up to £150, or 80 per cent of the cost of a course incomputing or a wide range of other training. Many people wereregistered without their knowledge by unscrupulous operators and nevertook a course.

In a surprise announcement last autumn Estelle Morris, the Educationand Skills Secretary, gave six weeks' notice that ILAs would besuspended, citing widespread fraud. A month later the scheme wassummarily closed to prevent further crime.

Dozens of people, including animal rights activists, have beeninvestigated over suspected frauds associated with the scheme, but sofar there have been only 45 arrests and one conviction.

There have been more than 18,000 complaints from individuals, many ofwhom tried to open accounts but found that their name had already beenused. Civil servants who have been checking 571 learning providers haveserious concerns about 120.

Barry Sheerman, the committee's Labour chairman, said that it was stillnot possible to tell how many grants had been issued fraudulently.Consultants brought in to check the operation of the scheme found thatmore than a quarter of a sample of people registered for it had noknowledge of the courses they were thought to be taking.

The MPs' report described the scheme as a "disaster waiting to happen".Officials had failed to heed warnings from reputable training providersthat it was vulnerable to fraud, and no checks had been made on thequality of courses.

The total cost of the scheme was £268 million. The report quotes claimsthat one fraud involved 80,000 accounts, representing a loss of up to£16 million of public money.

Ministers were anxious for ILAs to be easily accessible to people whohad left school with no qualifications, but more than 40 per cent ofthem were opened by professionals and the vast majority of accountholders had some qualifications.

The MPs said that the principle of the scheme was a good one and urgedthe Government to produce a more secure version as soon as possible.They also recommended that training providers should be compensated forlosses incurred in the two weeks after ILAs were scrapped to encouragethem to take part in a successor scheme.

Alistair Burt, the Shadow Adult Learning Minister, said that theGovernment was entirely responsible for the "fiasco" and urgedministers to issue a full apology. John Healey, the Adult SkillsMinister, said that the report would help officials to establish whatwent wrong. "We will ensure the lessons are learnt in designing our ILAsuccessor scheme and shared more widely across the department and othergovernment departments," he said.

(c) Times Newspapers Ltd, 2002.
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Ministers have been rebuked by MPs for their role in the collapse of a £260m flagship training programme. 

A report published yesterday by the education and skills select committee criticised the government for failing to draw up properly the contract for the public-private partnership that delivered the service. 

It said Individual Learning Accounts were "a disaster waiting to happen"; ministers were culpable in not demanding tighter controls. 

The MPs also criticised Capita, the FTSE-100 company contracted to administer the service, for not warning that stronger safeguards were needed and failing to deal with complaints. ILAs were closed last year after the scheme, which offered grants and vouchers for training, was hit by abuse, mis-selling and fraud. 

The report found that "unscrupulous opportunists" were able to sign up, trawl the database and claim unused training subsidies. The amount of public money lost to fraud is not known, but the scheme had overshot its original budget by almost £67m by the end of February. 

Barry Sheerman, the Labour MP chairing the committee, said the blame lay primarily with the Department for Education and Skills. "Despite the out-sourcing of service delivery, the risks in effect always remained with the department ...the potential expertise of Capita in designing systems to be fraud-resistant was neither called upon, nor offered," said the committee. 

The light-touch design demanded meant crucial safeguards were not in place. "The culpability of Capita was matched by that of the department, in particular for not demanding more robust anti-fraud mechanisms in their specifications." 

The criticism of David Blunkett, who set up the scheme when education secretary, is implicit. But Estelle Morris, his successor, and John Healey, skills minister, do not escape unscathed. Their handling of the programme's overnight closure was clumsy, said Mr Sheerman, who demanded compensation for bona fide providers. 

Mr Healey said the DfES would ensure the lessons learned in designing the successor scheme were shared with other departments. Capita said it should have raised concerns in "a much more pro-active fashion". 
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Policy and politics - Learning programme was open to fraud, say auditors - Warnings over qualifications scheme went unheeded.

A £273m innovative learning programme launched by David Blunkett andTessa Blackstone, that enabled hundreds of thousands of people to gainextra qualifications, was flawed and open to fraud from its first day,the national audit office reveals today.

Parliament's financial watchdog states that "corner cutting" by the twoministers to rush the scheme into operation led to the police advisingtheir successor, Estelle Morris, to close it down last December.Altogether, up to £67.6m in fraudalent claims may have been madeagainst the government.

Individual learning accounts, a subsidised IT based learning programme,allowed organisations providing courses to use aggressive marketing, create ghost students, and put on training in subjects liketranscendental meditation, north star crystals, and the Glastonburysummer festival. Officially the scheme was supposed to exclude leisure,but programmes for painting, drawing, and powerboat trainingcertificates were subsidised.

The auditors found that the scheme, promised in Labour's 1997manifesto, had been inadequately planned and from the start contained arisk of fraud. The education department never took on board warnings tothis effect from consultants, and rushed ahead with a public-privatepartnership with Capita, a management company. As a result, thedepartment had all the risk but none of the control - since Capita wasleft unsupervised to set up the system.

Civil servants thereafter never monitored the programme properly - noteven taking note of information supplied by Capita that gave earlywarnings of the problems and mounting complaints from the public.Altogether some 18,000 people have complained about the programme -from being "forced" to join courses, to finding their contentunsatisfactory.

Some 560 course providers are being investigated by the department, and99 cases have been transfered to the police for potential fraudinvestigations.

Sir John Bourn, comptroller and auditor general, says today thatcorners were cut to get the scheme going quickly. "Poor planning andrisk management by the department led to weaknesses in the system whichmade fraudalent activities possible. And the department did not keeptheir eye on the quality of the learning, and on the indications that afew unscrupulous providers were taking advantage of the inadequatesecurity arrangements."

Edward Leigh, Tory chairman of the Commons public accounts committee,said: "Today's report by the national audit office reveals theextraordinary errors by the department which led to this disastrousconclusion.

"We read with mounting surprise that, attempting to implement thescheme too quickly, the Department for Education cut almost all thecorners it could. There was no proper financial planning or businessmodel and security arrangements were risible."

Tim Boswell, the Tory higher education spokesman, said: "This reportreveals that the scheme was an accident waiting to happen. Just likethe new A-level system, the department once again failed to move fromeye-catching press release to good solid implementation."

A spokesman for the department said that a review of adult learning -the skills strategy and its delivery - would be published in June 2003.That would result in a replacement scheme, "helping us to ensure thatthe successor scheme is robust and builds on the successes of theoriginal programme, ensuring that the failures of the first scheme arenot repeated."

More education news at EducationGuardian.co.uk.
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MILLIONS of pounds of public money were lost in fraud under agovernment scheme for adult education, a report by the National AuditOffice said yesterday.

Ministers rushed in individual learning accounts (ILAs), which enabledpeople to claim subsidies for training courses, despite clear warningsabout the risk of deceit by companies involved. They were forced toclose the scheme last November on police advice after it became clearthat tens of millions of pounds could be lost in fraudulent claims.

Scores of training companies who claimed £67 million in taxpayers'money are being investigated by police, the Audit Office said. It waslikely to be another two years before the full scale of fraud isknown.

Nine companies under investigation received £21 million in incentivesfor running a basic computing course. Payments of more than £1.5million were made to 20 companies.

The Department for Education and Skills admitted that mistakes weremade. It reacted to the report by announcing that it had ended a £50million contract with Capita, the services company that implemented thescheme, which was meant to run until 2005. Capita has insisted that itssystems were secure.

The audit office criticised the department for failing to respond fullyto warnings about the dangers involved and for "the very tighttimetable for getting the scheme set up". Poor financial controls meantthat officials never realised that 13 training providers had eachregistered more than 10,000 students, making them larger than 80 percent of further education colleges for part-time enrolment.

The scheme was intended to fund courses to improve people's job skills.Under a 1997 Labour manifesto commitment, the first millionaccount-holders were given £150 towards the cost of a course, providedthat they contributed £25. After that, courses attracted a 20 per centsubsidy worth up to £100, or 80 per cent worth up to £200 in the caseof basic computing and mathematics.

Slack controls meant that money was wrongly spent on courses in leisurepursuits, such as transcendental meditation. Ministers wasted £77,000on creative writing courses. Among the more bizarre courses thatwrongly gained funding were "north star crystals" ( £8,991), "ChronicCats 2001" ( £288), and "Summer Glastonbury 2001" ( £1,390).

The National Audit Office said that ILAs had cost the taxpayer morethan £273 million, against an original budget of £199 million. Problemswere compounded by the unexpected popularity of ILAs: the target of onemillion holders was reached six months early, in September last year.More than 2.6 million accounts were opened by the time the scheme wasclosed.

Estelle Morris, the former Education and Skills Secretary, ordered theclosure after being warned that companies were trawling Capita'sdatabase of learners for unused accounts so that they could claimsubsidies for courses that the individuals never took.

The department has no idea exactly how many accounts were opened andhow much subsidy money earmarked for use by learners was taken byunscrupulous companies. Research suggested that more than a quarter oflearners registered on courses had not done them.

As with the introduction of the new A level in 2000, many of theproblems with the scheme resulted from its rushed introduction. Theaudit office said that the Department for Education was under pressureto launch ILAs as quickly as possible in 2000 and gave Capita less thanfive months to set the scheme up.

(c) Times Newspapers Ltd, 2002.
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TENS OF thousands of pounds of taxpayers' money was wasted on coursesranging from "transcendental meditation" to "north star crystals",according to a report on the collapse of the Government's individuallearning accounts (ILA).

More than 130 course providers are under investigation over paymentstotalling £67m, but the full extent of the fraud which forced thescheme's closure last year will not be known for up to two years, theNational Audit Office said.

Ten police forces are still investigating fraud allegations againstdozens of companies nearly a year after Estelle Morris, who resignedfrom her job as Education Secretary on Wednesday, was forced to shutILAs down.

The Department for Education and Skills said yesterday that lessonswould be learnt from the fiasco, but admitted that no replacement wouldbe introduced before June next year, when ministers publish the resultsof a fundamental review of adult education.

ILAs have cost the taxpayer more than £273m, against an original budgetof £199m, the National Audit Office (NAO) said. Auditors said thescheme lacked proper controls and had been implemented too quickly,opening the door to fraud, and failing to prevent ineligible coursesfrom attracting state funding.

Examples included £77,024 spent on creative writing and £16,985 on"learn to draw and paint" courses.

Some £8,991 was spent on "north star crystals", £18,733 on peoplestudying for a national powerboat certificate, £15,852 on "exercise tomusic", £1,085 on "transcendental meditation" and £228 on "Chronic Cats2001" courses.

Sir John Bourn, head of the NAO, said: "The speed with which thedepartment implemented the scheme resulted in corners being cut."

Edward Leigh, the Conservative chairman of the Commons Public AccountsCommittee, said: "Many things went wrong ... it is hard to single oneout for special mention. But I am particularly concerned about thedepartment's decision not to apply quality assurance to courses,relying rather on market forces to weed out poor educationalproviders."

News - Politics - Millions wasted in learning fraud Education.

By Philip Johnston.
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Home Affairs Editor

TRANSCENDENTAL meditation, powerboat racing and exercise to music were among ineligible courses funded by taxpayers under an adult learning scheme that was shut down amid widespread fraud.

The National Audit Office says in a report today that money was wasted on meaningless or incomplete courses financed by the Government's flagship Individual Learning Accounts.

The system was defrauded of millions of pounds by providers who received payments for unused accounts. Although the full extent of the fraud is not yet known, more than 130 providers who had been paid #67 million are still under investigation. Nearly 100 have been referred to the police.

Poor controls meant people were able to claim cash for courses that ministers never intended to subsidise. They included Summer Glastonbury 2001, which cost #1,390.

A total of #77,024 went on creative writing and #16,985 on "learn to draw and paint" courses. Another #8,991 was wasted on "north star crystals", #18,733 on a course leading to a "national powerboat certificate", #15,852 on "exercise to music", #1,085 on "transcendental meditation" and #228 on "Chronic Cats 2001".

The NAO says the courses should have been declared ineligible because they did not have a vocational element likely to enhance the student's employability.

ILAs were intended to help adults who wanted to improve their basic skills or learn new ones such as how to use a computer. The first million account holders were given #150 towards the cost of a course, providing they contributed #25.

The Education Department is still uncertain how many accounts were opened and how much money earmarked for use by learners was taken without their knowledge. However, the ILAs have already cost the taxpayer more than #273 million, against an original budget of #199 million.

Officials failed to carry out cursory checks on companies providing training. When they obtained access to the system's database, fraudsters were able to access account numbers to claim the subsidies.

Sir John Bourn, head of the NAO, said: "In some respects, this was a very good scheme. It was popular and encouraged many people to acquire or update much needed skills.

"But the speed with which the department implemented the scheme resulted in corners being cut. Poor planning and risk management by the department led to weaknesses in the system which made fraudulent activities possible."

The junior education minister, Ivan Lewis, said in a Commons written answer that the scheme was to be replaced next year.

Fraud robbed training scheme of millions. 

By JIM KELLY. 
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EDUCATION FLAGSHIP ADULT PROJECT 'POORLY THOUGHT THROUGH AND PUT IN PLACE TOO QUICKLY'. 

Nearly £100m was siphoned off in abuse and fraud from the government's flagship adult training scheme, the Commons public accounts committee will report today. 

In the latest of a series of damning accounts of the fiasco surrounding Individual Learning Accounts, the committee will blame "short cuts" taken at the Department for Education and Skills. 

Edward Leigh, committee chairman, says: "The scheme was poorly thought through, put in place too quickly, and the risk assessment and risk management was wholly inadequate. 

"It is likely that half of the (original) budget for ILAs was siphoned off in fraud and abuse." 

The department issued a statement ahead of the report, saying it was "very sorry" and that the delivery of ILAs "fell a long way short" of the standard the public has a right to expect. 

But, indicating that a successor scheme will be announced in June, the department says: "For all their faults, ILAs unleashed a real appetite for learning, particularly among people who would not normally undertake learning." 

Losses over the scheme could cost the taxpayer £97m, including £67m in fraud, the committee says. Expenditure was set to reach £290m against an original budget of £199m. 

The scheme was closed in November 2001 when evidence of abuse and fraud revealed a significant threat to public finances. 

At the time the report was finalised, one person had been sentenced to nine months in prison, 10 awaited court appearances, 14 had been charged and 60 arrested. The investigation continues. 

Previous inquiries into the failure of the scheme, which offered cash or vouchers for adult training through a computerised system, have blamed ministers for pushing ahead with it to meet a 1997 election pledge. 

The report finds the department should have called a halt when pilots did not work. 

The department, driven forward by the priority of attracting the required number of new learners into the scheme, did not heed warnings about fraud, abuse and the quality of training provided by the private sector, the report says. 

The committee's criticisms of the contractual relationship between the department and Capita, the listed service provider, are again raised. The contract was "weak" and resulted in the department bearing more of the key risks than was originally planned, the report says. 
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A SERIES of misjudgments by the Government left an important educationscheme riddled with fraud at a cost of more than £100 million, MPs saidyesterday.

Members of the Commons Public Accounts Committee said that they wereappalled by the naivety shown by the Department for Education andSkills (DfES) over the introduction of individual learning accounts(ILAs).

The accounts, which enabled more than a million adult learners to claimsubsidies for training courses, were closed 16 months ago after itemerged that thousands of bogus claims were being made.

Inquiries have led to the arrest of 60 people. Fourteen have beencharged, with one person sentenced to nine months in prison.Investigations are continuing.

"The scheme was poorly thought through, put in place too quickly andthe risk assessment and risk management was wholly inadequate," EdwardLeigh, the Conservative chairman of the committee, said.

The report said that the risk of fraud had been increased substantiallyby giving financial incentives to trainers to sign up as many customersas possible.

"It encouraged a substantial number of unscrupulous providers toundertake aggressive marketing and, combined with control weaknesses,created the environment for fraud and abuse," it said. "Good riskidentification and management is essential in major projects,especially those that involve innovative solutions.

"However, the department's risk assessment and risk management were notfit for the purpose, and were driven more by concerns that the schemewould not attract sufficient new learners.

"As a result, the department did not give enough weight to advicereceived on the risk of fraud and abuse and about quality oftraining."

Members of the committee said that they were not satisfied thatofficials at the department had learnt from the debacle. "Acceptance ofresponsibility is important, but so is the need for accounting officersto provide convincing reassurance that weaknesses have been properlyanalysed and understood so that the necessary improvements can beidentified and implemented."

The committee said that Capita, the private company that ran the ILAsystem, "could have done more to insist that its concerns about risk offraud and the necessary controls were taken seriously".

The Government has promised to introduce a successor scheme for ILAs inEngland, and is expected to set out the details in June as part of awider adult skills strategy.

David Gibson, chief executive of the Association of Colleges, said thatministers had been given ample warning of the problems likely to affectthe accounts. "That advice was ignored," he said. "As aconsequence...many colleges lost large sums of money and numbers ofstudents."

The DfES said that it accepted the report's conclusions. "Thedepartment is very sorry for the difficulties some learning providersand learners experienced with the individual learning account programmeduring 2001," it said.

"Overall. the delivery of ILAs fell a long way short of the standardthe public has a right to expect.

"It was unacceptable and the department is in no doubt that seriousmistakes were made and hard lessons are being learnt."

(c) Times Newspapers Ltd, 2003.
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TAXPAYERS lost around £100 million because the Department for Educationlaunched an adult learning scheme that was wide open to fraud, MPs willsay today.

In a highly-critical report published this morning, the Commons publicaccounts committee says that the department was "naive" in the way it"created the environment for fraud and abuse".

The scheme was created because of Labour's promise in its 1997manifesto to deliver one million individual learning accounts, aimed atencouraging adults to improve their educational skills.

The programme was launched in September 2000 before there had beenproper pilot projects, so that the Government could keep its pledge.

Costs soared because it was easy for cheats to abuse the system and inNovember 2001 the Government abandoned the scheme.

The accounts were expected to cost the taxpayer £199 million. But theeventual cost will probably turn out to be more than £290 million, ofwhich fraud could account for £67 million and other irregularitiesanother £30 million.

The department's accounting officer told the committee that he wasashamed of what happened and that the failure was "one of the worst hehad come across".

David Blunkett, the Home Secretary, was in charge of the department atthe time. The minister who oversaw the launch of the scheme was LadyBlackstone, who is now arts minister.

To qualify for a learning account, adults had to produce a learningplan, identifying the skills they wanted to acquire. The departmentthen paid money into an account for spending on a course run by anapproved provider.

The first million participants received £150 to spend on education,provided they paid £25. Other course expenses were also heavilysubsidised.

The department decided not to regulate providers heavily because itwanted to encourage as many adults as possible to open an account.According to the committee, this was "the fatal flaw".

It meant that fraud proliferated. Some training providers claimed moneyfrom the department for courses that were sub-standard. Others gotpeople to open learning accounts and then claimed for training that wasnot taking place at all.

The department now has 70 staff investigating past payments and around100 cases have already been referred to the police.

MPs condemn ministers for allowing education fraud of up to £100m.
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A PIONEERING programme to encourage millions of people to take up adulteducation courses collapsed into an "appalling" black hole of fraud, MPs sayin a damning report today.

The Commons Public Accounts Committee condemned Education ministers fornaivety and taking short cuts. Between £67m and £97m invested in IndividualLearning Accounts (ILA) was "siphoned off" by fraudsters or wasted onsub-standard courses.

In some cases the accounts were opened without the knowledge of accountholders, while others accounts were "emptied by unscrupulous providers".

Under the programme, set up in 2000, those who opened ILAs were entitled toa £150 grant towards the cost of a course. But the accounts were abandonedjust over a year later as spiralling fraud and abuse sent the projectsoaring £93.6m over its £199m budget.

Hundreds of course providers are now being investigated. More than 100 fileswere sent to the police and about 60 people arrested.

Contracts with Capita, the firm brought in to run the project, werecondemned as weak while ministers were criticised as naive for believingthat market forces would weed out inefficient providers. Giving providersincentives to recruit students was "a fundamentally flawed system".

Edward Leigh, the committee's chairman, said: "It is likely that half of thebudget for Individual Learning Accounts was siphoned off in fraud and abuse.This reflects the number of short cuts taken by the Department. The schemewas poorly thought through, put in place too quickly, and the riskassessment and risk management was wholly inadequate."

The Department for Education and Skills accepted the report, saying:"Overall the delivery of ILAs fell a long way short of the standard thepublic has a right to expect." But it added: "For all their faults ILAs unleashed a real appetite for learning, particularly among people who wouldnot normally undertake learning."

