Foundations of a crisis: Principals say a sudden delay in building decisions could throw some colleges into financial trouble
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The prime minister could not have expected to soothe everybody with his new year pledge to keep public building projects going during the economic crisis. But some college heads were surprised to hear his views. They had been told just before Christmas, without any warning, that their rebuilding plans were to be put on ice for three months. And this moratorium until March on funding decisions for capital projects, announced by the Learning and Skills Council (LSC), could tip some of their institutions into serious financial difficulties, they say.

The LSC decision was made suddenly with no public statement. College principals were told individually. One describes it as the latest factor in a "a toxic mix" that could spell financial crisis for colleges. It comes at a time when they are anxious about their incomes for teenagers - soon to come from local authorities rather than the LSC - and about the fragmentation of adult funding, which they will increasingly have to tender for.

Blackburn, Bolton Community, and Oxford and Cherwell Valley colleges were among seven institutions that had been poised to get the final go-ahead from the LSC at its national council meeting on 17 December for major redevelopment works.

A further 15 were identified by the Association of Colleges (AoC) as acutely affected by the quango's decision. But backing up behind them in the queue for final approval for building plans is a larger group of colleges.

Abingdon and Witney College, for instance, was expecting a decision in March on its "application in detail" for rebuilding its Witney campus. That could now be delayed because of the need to process the 22 applications that weren't dealt with in December. Since September, all 600 full-time students have been decanted into 57 portable buildings in the car park. In public, the college is putting on a brave face. "They provide a better quality of accommodation for the students than we've had before," says a spokesman.

But no college in the queue can afford delays. Costs mount up. Contractors might have to be stood down and in some cases new contracts negotiated. Delays in land sales, which are a vital component of many projects, mean plummeting values. While it waits to hear the fate of its application in March, Abingdon and Witney has given its building contractors the go-ahead to start preparatory work.

Cirencester College, too, was expecting to get a decision in March on its "application in principal", the first major hurdle in the process. It needs to completely rebuild the college, which is bursting at the seams, says the principal, Nigel Robbins.

So far the college has spent pounds 500,000 getting the scheme together, which could end up costing up to pounds 80m. Normally it could expect to get half of the preparatory costs - for architects, consultants, designers and so on - from the LSC, under the rules of the Building Colleges for the Future programme, when it grants final permission ("application in detail"), which could now be delayed.

"We meantime have a cash shortage and might have to pay that pounds 250,000 out of the revenue budget," says Robbins. Given the tight margins that colleges work under, this could plunge an institution into the red and also mean a poor rating for financial management in ensuing audits.

Some projects are extremely complex and delicately poised. Itchen College in Southampton, for instance, wants to up sticks to a new site over a mile away in a pounds 48m building project. It is going to share the site with a new community centre. The projects depend on each other. And a school is moving in to occupy the college's old site.

Itchen was one of the 22 colleges expecting to have decisions on their applications ratified by the LSC's national council in December. "Timing will be crucial," says Barry Hicks, the college principal. "If we get further delays after 4 March it would be serious."

His anxiety will certainly be shared by the local MP, who has been a great supporter of the project, says Hicks. But John Denham has a dual role here. As skills secretary, he oversees the LSC and is aware of concerns that the immensely popular Building Colleges for the Future programme needs a breathing space or else it risks collapsing under excessive demand in the economic downturn. He will have had a better handle on the situation than those ministerial colleagues who reportedly raised the plight of their local colleges in cabinet.

In fact, the suspension of college building decisions is part of a wider picture, says Allan Wilen, economics director at Emap Glenigan, which provides intelligence on the construction industry. "We've seen a fall-off in the number of projects in the development pipeline in health and education, and the experience in the FE sector fits with this picture," he says.

"If anything, the government should be trying to accelerate schemes rather than put them on hold."

Delaying decisions in a programme that had been loudly promoted by the LSC and the government was "unprecedented" and would have dire effects on colleges, the AoC's chief executive,

Martin Doel, has pointed out in a letter to his LSC counterpart, Mark Haysom.

Colleges awaiting the final say-so on their "applications in detail" are sitting on immensely complex deals, he says. Any delays in the process run the risk of deals having to be renegotiated.

In the current climate colleges cannot, for instance, clinch the low interest rates on bank loans that they previously enjoyed.

College principals nonetheless express sympathy for the LSC and acknowledge that the economic downturn is putting a strain on the Building Colleges programme. The LSC had known for months that heavy demand, coupled with the downturn on land prices and interest rates, would require a breathing space for a review of the situation.

But some say the LSC had been intending to warn colleges sooner. One principal says a senior LSC source told him that the Department for Innovation, Universities and Skills (Dius) had vetoed any advanced notice of the review.

Dius denies this. A spokesman said: "Ministers were only informed of this decision following the council meeting."

As a result, fears have been fuelled and rumours have circulated that the quango has run out of money. The LSC eventually issued a statement last week. Haysom said: "There is no freeze on the programme. Currently, 253 projects are being funded and, in fact, pounds 110m has been brought forward from future budgets to accelerate spending."

The programme was such a success that the demand, coupled with the impact of the economic downturn on colleges' ability to raise funds, was affecting it, he said. "It is for this reason that over the next couple of months the LSC will work closely with colleges that have recently submitted bids, to look at individual current positions before making further funding decisions."

The delay on plans to completely rebuild Cirencester College could spell disaster, says principal Nigel Robbins (below) SWNS.COM
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Ministers have been forced to bring in a troubleshooter in an attempt to rescue a huge building programme that has ground to a halt because of the credit crunch.

John Denham, the Skills Secretary, has just appointed Sir Andrew Foster to investigate the crisis facing a programme of building or renovating sixth-form and further education colleges, The Times has learnt.

Sir Andrew, former chief executive of the Audit Commission, will be asked to investigate why the project, operated by the Learning and Skills Council, has run out of money.

The LSC, the Government's body responsible for allocating funds, has frozen the programme for three months. It said that colleges had to raise part of the capital before they were given grant funding, but they had been unable to do so because land values had plummeted and bank loans dried up.

Some colleges went ahead with their plans, expecting the Government to bail them out to the tune of nearly £1 billion, industry insiders told The Times. At least 42 college buildings are now under threat and some may never get the go-ahead, government sources have admitted.

Mr Denham and other Cabinet ministers are furious that building work has stalled just when the Government is trying to boost the economy with public sector construction. But other capital programmes, including those built with Private Finance Initiative funds, are also under threat due to the economic crisis.

PFI schemes worth hundreds of millions of pounds for roads, waste plants, hospitals and defence projects are now under threat because the banks are reluctant to lend money.

The Times has also learnt that 60 projects worth more than £2.3 billion, and involving more than 100 schools, colleges and hospitals, have also been delayed or are on hold due to financial and planning difficulties.

The £45 billion Building Schools for the Future programme, half of which is under PFI, is also facing serious problems finding finance to rebuild or refurbish 3,500 secondary schools.

Behind the scenes, the Treasury is now exploring a range of options to try to restart the schools scheme, including shorter timescales for PFI deals. A £300 million loan from the European Investment Bank has been agreed and some councils are now offering bridging finance to allow building to start.

Partnership for Schools, which is responsible for monitoring the programmes, said that so far about six banks had come forward to offer finance. Talks are being held with other possible funders, such as Norwich Union, the insurance company, and Nationwide, the building society..

Tim Byles, chief executive of Partnership for Schools, said that banks were reluctant to offer as much as they had in the past, so in most cases several institutions were clubbing together for one project.

"Many are only prepared to lend £30 million to £50 million rather than hundreds of millions," Mr Byles said.

In addition, many banks are favouring a shorter time period to lend money.

Most PFI projects span 20 to 30 years, with the local authority or health trust paying the money back in instalments. But Mr Byles told The Times that banks were more interested in deals over seven to ten years which could be refinanced when the contract came to an end.

In some areas councils are offering to support the projects while PFI negotiations continue. In Newham, for example, the council offered a bridging loan to help two schools projects before the PFI deal was closed.

The Learning and Skills Council held emergency meetings last week with 22 colleges that were expecting to start rebuilding work this spring.

Dr David Collins, president of the Association of Colleges, said: "The LSC has encouraged colleges to do bigger builds than were intended. For some reason they seem to have lost track of the amount of money that was in the system. At the very time when Gordon Brown is talking about the opportunities for more publicsector involvement, the LSC is sending out a contradictory message." A spokesman for the Learning and Skills Council said that nearly 700 projects had been agreed at 330 colleges and only 42 colleges had not yet benefited from investment.

"However, the pace of demand for funding has increased because the scale of ambition and the government funding they require has grown," he said. For this reason all bids that were in the pipeline would be examined individually before further decisions were made.

"The 253 colleges that are under way already will go ahead," he said.

Additional reporting: Joanna Sugden and Laura Dixon Golf clubs face closure, Sport, page 62

Running out of money Capital projects delayed, on hold or at risk

M25 expansion Work is set to begin on the planned extension of the M25 in April to guarantee completion in time for the Olympics in 2012. But the consortium running the project is still looking for private-sector finance to support the scheme to convert the remaining three-lane sections into four lanes.

The £5 billion-over-30-years contract was given to Connect Plus, a consortium made up of Balfour Beatty, Skanska, Atkins and Egis Projects, last May. Bidding for the project was due to close at the end of last year but the consortium pushed that deadline back to "early 2009".

The Highways Agency denied that problems in securing funding would cause any delay to the project's start date. A spokesperson said: "The contract is not on hold. We remain confident of a successful outcome ... Connect Plus is in constructive and regular dialogue with the potential funding banks and we know they are keen to participate."

Birmingham secondary schools The £1.2 billion plan to rebuild or refurbish every secondary school in Birmingham under private finance initiatives has been delayed twice since last month.

The council is stalling on the choice between the final two bidders, Catalyst Lend Lease and Land Securities Trillium, to carry out further "evaluations" of the companies and their bids, a spokesman for Birmingham City Council said. The decision has now been postponed until next month, having already been put off from December to January. There is speculation that the council, fearing the withdrawal of bank loans from construction companies, has got cold feet and is demanding cast-iron guarantees of financial stability before it awards the contract.

The programme would entail the rebuilding or renovation of 89 schools over the next 15 years - the biggest redevelopment of schools in the country..

London 2012 The public bailout of the Olympics now stands at half a billion pounds after private financing dried up for two key venues on the East London site. The £355 million press and broadcast centre was nationalised last week and £326 million was used to keep the construction going on the £900 million Athletes' Village.

The building work to accommodate thousands of competitors and team officials could still drain another £500 million from the public purse if Olympic chiefs fail to strike a deal with the Australian construction company Lend Lease for a cash injection before 2012.

The use of contingency funds to support basic construction work on the Olympic Park has left ministers with reduced financial flexibility to react to extraordinary events such as a terrorist attack, industrial dispute or last-minute cost overruns. Only £600 million of a £2.7 billion contingency fund remains unallocated with three years to the Games..

Northwick Park The redevelopment of Northwick Park Hospital, in North London, would have seen a major "state of the art" facility replace the existing outdated estate, but the project has been stalled.

The plans were first approved in 2004 but, five years on, there is still uncertainty about the scheme. The hospital said the £305 million redevelopment was "on hold", while the Department of Health went further yesterday and said that the scheme had been cancelled.

A spokesperson for the hospital said: "Plans for this redevelopment were put on hold in the light of overall affordability and also to await the outcome of national, London and local strategic reviews of how patient services should be provided in the future." The Department of Health said: "The scheme at Northwick Park in its current form was formally cancelled in the summer after being effectively 'on hold' for over a year while it was subject to a local service review."
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FE colleges are the unsung heroes of our education system; they educate more than 3 million people a year; they perform extremely well in learner satisfaction surveys; and they contribute billions to the national economy. They certainly deserve our strong support.

But in mid-December, with neither advance notice nor explanation, they were dealt a heavy blow. The Learning and Skills Council (LSC) decided to defer formal approval of capital projects for at least three months. About 20 colleges were to have had their project applications examined at the December meeting, only to be told that decisions would be frozen until March.

But it is not just these colleges that are affected. The decision has a knock-on effect on around 100 institutions in the earlier stages of planning. All colleges that have embarked on the bidding process are at risk of losing money. For some, this amounts to hundreds of thousands - in a few cases, millions - of pounds. Contracts may have to be re-tendered, advisers will have to be retained for longer, and loans may need to be renegotiated. And in the country's present economic situation, the last thing colleges - and the students, staff and employers who rely on them - need is more uncertainty.

The problems, of course, are not just economic ones. Ministers have spoken of the links between FE capital spending, attainment, skills and regeneration. FE colleges have a place at the heart of communities and when colleges suffer, the effects are wide-reaching.

I have had numerous letters from concerned principals and other mem bers of the sector. The overriding sentiment is a desire for information. But the Department for Innovation, Universities and Skills (Dius) has been remarkably guarded. Aside from a rather curious prepared statement from the LSC, the problem still has not been addressed.

I have raised the issue with Dius, and we are pleased that, finally, it has appointed Sir Andrew Foster to head a review. But this measure, while welcome, comes too late. We now know that some colleges were told of the delays as early as October. It is extraordinary that Dius should have known about the problems months ago but waited for the crisis to escalate before getting round to investigating it.

What, then, caused such a lapse? There are several theories. One possibility is that, with all the confusion surrounding the reorganisation of the LSC, the department took its eye off the ball. This is why I have called for the reorganisation to be suspended while the economy is in such turmoil.

An alternative theory ties the reason behind the freeze to a chain reaction of budget shortfalls. The department knew the FE capital budget was in trouble, but was relying on the underspend from the Train to Gain budget to plug the whole. Train to Gain, the government's workplace training scheme, has been rejected by employers and thus a large amount of the budget has not been taken up. The plan would have worked, had Dius not woefully miscalculated the higher education maintenance grants budget, creating another hole that needed plugging. So, the theory goes, a failing training project was used to cover a grants fiasco, leaving colleges in the lurch.

We have been saying for some time that Train to Gain is not fit for purpose. We want this training money to be spent on training.

There is no doubt that the funding freeze is a serious problem. The government must start taking it seriously.

David Willetts is shadow secretary of state for innovation, universities and skills

Financial disaster for colleges after funding is axed
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Dozens of colleges have been left with unfinished building projects and bills for millions of pounds after a government agency promised them more money than it had.

Further education colleges were actively encouraged by the Learning and Skills Council (LSC) to apply for funding to create world-class facilities.

Many applications were approved by the council, which allocated £2.7 billion towards projects at 79 colleges.

Over the past 18 months many took out loans, employed architects or even brought in builders to start the work.

Another £3 billion had been earmarked for 65 colleges that had completed costly feasibility studies.

But now the council says that it cannot honour its pledges in the current round of spending allocations.

More than £2 million will have to be written off at 42 colleges if the money is not found, and some could go bankrupt.

Others threatened to seek a judicial review to force the Government to give them financial help.

Colleges affected include those in Bradford, South Cheshire, Brighton, Barnsley and Oxfordshire.

Michele Sutton, principal of Bradford College, said: "Colleges were encouraged by the LSC to enhance and improve their sites. We were given approval for a state-of-the art new building costing £120 million, which would contain a learning mall, classrooms, a theatre, labs and rehearsal rooms.

"We spent £2 million on project managers and architects and had to rehouse 23,000 students. Our project had been approved in principle, and we were waiting for final approval at a meeting in December. We haven't had a single communication from the LSC to explain what is happening. We can't understand how this level of mismanagement has gone unnoticed." A survey by the Association of Colleges found that almost half of colleges would face extra costs of more than £2 million each if their projects were delayed over five years.

David Collins, the association's president and principal of South Cheshire College, said recently: "Originally, we were going to build around an existing tower block and that would have been £35 million. And the LSC said, 'Be bold.' I think that's the pattern around the country."

Siôn Simon, the Further Education Minister, said: "I really do understand and I sympathise with the frustrations of colleges in this kind of position.

There will be colleges who have invested money, who have borrowed money, even some who have started doing building works. It is right to say that the LSC has given in principal approval to 79 colleges which would total nearly £3 billion of government money and it is clear that that level of expenditure cannot be funded in the current spending round.

"We are quite clear as ministers that that's not acceptable. We shouldn't be in that position. This programme has not been managed properly."

The Department for Innovation, Universities and Skills has appointed Sir Andrew Foster, the former head of the Audit Commission, to investigate.

In a previous inquiry, he suggested that the LSC had inflicted "too many initiatives without intellectual clarity and coherence".

David Willetts, the Shadow Skills Secretary, indicated that the problems could be more widespread, with 144 colleges expecting to proceed with capital projects. He said: "They are supposed to be providing training for people during the recession, but now they are all at a standstill because of this mismanagement. It is a quite extraordinary catalogue of incompetence.

They were being actively encouraged by ministers and by the Learning and Skills Council to go ahead with these programmes."

Prefabs sprout as work halts

Case study

At Abingdon and Witney College, in David Cameron's constituency, the main building has been stripped and boarded up. The students work in prefabricated lecture rooms, which cost £40,000 a month to rent.

This drastic step was taken by the college as part of a £30 million redevelopment that was supposed to receive funding from the Learning and Skills Council (LSC), but has now come to a halt.

Teresa Kelly, principal of the college, said: "We've had an outlay to date of £3 million, and received about £150,000 from the LSC. The rest has come from our reserve funds and bank loans.

"The students and staff have been excellent but they're getting very demotivated.

"We can't afford to keep paying this money and we can't move the students back into the old building because it isn't safe. If this isn't sorted out it could have dire consequences."

Colleges eye legal action over funding
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The national body that represents further education colleges has consulted on legal action to recover their heavy investment in scores of projects across England that have been frozen by the government.

The Association of Colleges has held "initial discussions" with City lawyers and is "prepared to look at judicial review", chief executive Martin Doel said in an interview with the Financial Times.

The decision by Mr Doel, a former Air Commodore, to consider a legal assault against the government underscores the anger of the sector about the issue. The Learning and Skills Council, Britain's biggest quango, has put on ice funding approvals for many capital projects to prevent itself running massively over budget.

John Denham, the skills secretary, has attracted considerable political flak because of the problem. He and the LSC have responded by appointing Sir Andrew Foster, former head of the Audit Commission, to conduct an independent review into how it arose.

Mr Doel says 79 colleges have spent up to "two to three million pounds" each on advanced-stage bidding for funding from the LSC. The costs include fees for architects and planning applications. The move to delay decisions on these bids leaves the colleges out of pocket, because they have to spend their own funds before reclaiming costs when projects win final approval.

Mr Doel says a further 65 colleges have spent "in the low hundreds of thousands" preparing for an earlier stage of the bidding process.

He said: "I think we're prepared to look at judicial review as a possible way of addressing some of these issues."

The LSC has deferred decisions on these projects because if it agreed to all of them, its grant-giving would run over budget.

Mr Doel, former head of training across the armed forces, emphasises the importance of sorting out the sector's financial problems in the midst of the recession because "there's only one part" of the education sector "that can deliver benefits within the economic cycle, and that is colleges".

He says colleges, which mainly teach vocational qualifications, can train employees in relevant new skills in as little as three months, in contrast to universities and schools which focus on longer-term learning.

Skills quango chief quits over 'failures'

By David Turner, Education Correspondent   
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The chief executive of Britain's biggest quango has resigned after accepting blame for self-confessed "failures" in the way his organisation has managed the £2.3bn capital programme for colleges.

Mark Haysom's departure from the Learning and Skills Council comes as ministers consider giving more money to further education colleges to help solve their funding crisis, in the hope of eliminating an embarrassing political problem.

The government is "looking at financial mechanisms" for "delivering further new approvals" for college capital projects, a senior Whitehall figure has indicated. This would take spending beyond the £2.3bn budget set for the three years to 2010-11.

Colleges' funding problems have arisen because the LSC has put on ice approval for many capital plans to prevent itself running over budget.

Mr Haysom's resignation comes days ahead of a report on the college capital programme, Building Colleges for the Future, by Sir Andrew Foster.

Tendering his resignation - operative immediately - Mr Haysom said yesterday: "I don't need to wait for that report to be published before making my decision because it will, I'm sure, confirm what I now know - that there have been failures in the way that the LSC has managed the programme."

His decision to fall on his sword could deflect blame from John Denham, skills secretary, who has faced Conservative attacks because his department sponsors the LSC.

But it also runs the risk of damaging ministers by returning the story to the media spotlight, which it has flitted in and out of in recent weeks.

Delays to funding have provoked an unusually angry reaction from colleges. Martin Doel, chief executive of the Association of Colleges, told the Financial Times recently he was "prepared to look at a judicial review" against the LSC to recover their heavy investment in the projects.

The LSC's deferral of decisions leaves the colleges out of pocket because they have to spend their own funds before reclaiming costs, including architects' fees and planning applications, when projects win final approval. Colleges say they were actively encouraged to make bids by the LSC.

An AoC survey of 137 colleges found last week that at least £170m would have to be written off if their capital projects did not get the LSC backing they had been expecting at the time they started their bids.

Siôn Simon, further education minister, yesterday sent a letter to college principals, reassuring them that no college would be put at risk of not being able to meet its financial obligations.

Commenting on Mr Haysom's decision, Mr Denham said: "I fully understand his decision to tender his resignation at this time, given the significant problems with the Building Colleges for the Future programme."

Funding chief quits as college projects falter
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The head of an educational funding body resigned yesterday after college building projects worth millions of pounds ground to a halt.

Mark Haysom said that he was stepping down as chief executive of the Learning and Skills Council (LSC) because of "well-publicised difficulties" with the Building Colleges for the Future programme. He will leave with a payoff of more than £100,000, equal to six months' salary.

The government agency oversaw a scheme under which further education colleges were granted millions of pounds to rebuild their sites. Most of that money is now unavailable. Many of the colleges spent large amounts of their own money on architects and project managers and have been left in limbo, and out of pocket. Building projects have been halted at 79 colleges while 65 were awaiting approval for funding.

The Conservatives said that ministers were allowing Mr Haysom to take the blame for the Government's mistakes. John Denham, the Skills Secretary, said: "I fully understand his decision to tender his resignation at this time, given the significant problems with the Building Colleges for the Future programme." Chris Banks, the chairman of the

LSC, said that he accepted Mr Haysom's resignation reluctantly.

Mr Haysom said that he was enormously proud of the LSC's successes, particularly of the college rebuilding programme. He said that an independent report into what went wrong would probably "confirm what I now know - that there have been failures in the way the LSC has managed the programme".

The LSC is being dissolved next year. Geoffrey Russell, who formerly worked for the accounting firm KPMG, has been appointed as its acting chief executive.

David Willetts, the Shadow Skills Secretary, said: "Getting someone else to take the rap is a classic device, but John Denham cannot escape responsibility for this mess. Now the focus must be on tackling the serious crisis that threatens the viability of colleges and the training prospects of thousands of young people.

"So far the Government has made absolutely no practical proposals to tackle the underlying problem."

Too little, too late: College and sixth-form budgets are delayed as the Learning and Skills Council again runs short of money
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The country's richest quango, the Learning and Skills Council, can hardly be a happy ship right now. The two captains who have taken the helm since its launch in 2001 have both quit early. John Harwood stepped down as chief executive a year before his contract ended. Five and a half years later, his successor Mark Haysom has resigned, barely a year before the LSC is dissolved and two new agencies take over its functions.

One member of staff described the mood in the offices as "an eerie mixture of business as usual and quiet despair".

Barely had the dust settled on the fiasco over the payment of education maintenance allowances than a fresh mess emerged with another high-profile programme, Building Colleges for the Future. And now the LSC has missed its own 13 March deadline for announcing next year's budgets for school sixth forms and for 16- to 18-year-olds in colleges because it has not got enough money. At a meeting with its external advisory group, officials explained that there was not enough cash in its "budget envelope" to cover funding demands.

It would appear that, despite the government encouraging more 16-year-olds to stay on in education, no one had expected this to happen. The LSC's projections were that the numbers of 16- to 18-year-olds in colleges in England (786,000) would be the same next year as this, and the numbers staying on in sixth forms would fall from 383,000 to 372,000. But in both schools and colleges there have been increases. The LSC is legally required to get a budget to schools by today.

The staff struggling with these problems are understandably worried about their futures. They are suspicious of the arrangements for their transfer laid out in the apprenticeships, skills, children and learning bill currently going through parliament. Their union, PCS, says the transfer arrangements laid out in the bill do not follow government policy and fail to provide adequate protection if individuals feel they are being steered into jobs with significantly worse terms and conditions. They will not be able to opt for redundancy as they could if the usual transfer arrangements applied.

Around 30 regional LSC offices are due to close. The government, the union suspects, foresees many employees being placed in jobs that are too far away. In this case, as the bill stands, people will be deemed to have dismissed themselves and be entitled to no compensation.

The skills minister, Sion Simon, indicated last week in parliament that he would change the relevant schedule in the bill to give adequate protection. The union said it needed this done by today or it would continue briefing MPs to oppose the bill.

The plan was that roughly 2,300 staff would move to the two new agencies that are to take over from the LSC. The Skills Funding Agency would take 1,800 or so, and the Young People's Learning Agency would have 500. The remaining 1,000 staff would go to local authorities, which are assuming responsibility for funding 16- to 18-year-olds in colleges. But barely 150 employees want to move to municipal employment. As one said: "Who wants to move, only to be made redundant on worse terms?"

Some staff feel that, having being subjected to constant government monitoring, the Department for Innovation, Universities and Skills (Dius) cannot make any claim not to have known the building programme was heading for serious problems.

As his resignation statement made clear, Haysom realised that the report by Sir Andrew Foster into the programme, expected some time in the next week, would flag up "failures in the way that the LSC has managed the programme". In falling on his sword he has foregone an estimated pounds 250,000, which he would have been entitled to if he had stayed on until the dissolution. The question is to what extent he has taken the rap for ministers.

Not everyone is surprised at Dius claims to have been unaware of the looming crisis. "They like to think of themselves as the cerebral policymakers, while we - and all the agencies - are just hired hands," says one LSC staffer. "Yet, it seems they were astonishingly ignorant about what the LSC did when given the task of dismembering it."

Also ignorant, it seems, was the quango's governing council, the body that called a halt to the capital programme at the end of last year. Members say they were not alerted to impending trouble. Nor were they furnished with any kind of running tally of the amounts of money that the quango was setting itself up to supply.

In recent weeks, they have begun to receive weekly email briefings about LSC business on Fridays from its chair, Chris Banks. These are welcome, but there is a suspicion among council members that they might be a little too late.

Has Mark Haysom been made a scapegoat?

Review attacks 'incompetent' quango

By David Turner, Education Correspondent   
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Learning and Skills Council under fire

Colleges face financial hardship

"Inadequate management, information and monitoring" led Britain's biggest quango to approve billions of pounds of college building projects it could not afford, the head of a review into the events said yesterday.

Sir Andrew Foster's government-commissioned review castigated the "incompetent" behaviour of the Learning and Skills Council (LSC), the public body that ran the mammoth Building Colleges for the Future (BCF) programme. But it also criticised John Denham's Department for Innovation, Universities and Skills, which is ultimately responsible for the project, saying the "challenge" made by "senior staff in Dius" had been "insufficiently incisive to uncover ongoing flaws".

Mr Denham acknowledged his department's scrutiny had been "insufficiently rigorous" and announced a review of Dius relationships with its agencies to "ensure . . . clarity about accountability and responsibility".

The row has already claimed one high-profile scalp. Mark Haysom, LSC chief executive, resigned last week after accepting blame for self-confessed "failures" in the way his organisation managed BCF.

Sir Andrew, former head of the Audit Commission, tried to explain how the funding process had gone wrong, but was at times caught out by the very lack of information that lay at the heart of the problem.

He said the LSC had provisionally approved "some £2.5bn" of capital projects proposed by further education colleges, but then deferred final approval after belatedly realising it did not have the money for them.

A senior LSC official told the Financial Times that there was "not much money left" in the LSC's current FE college budget for the projects.

The £2.5bn figure is all the more striking because it is higher than the LSC's entire £2.3bn budget for the FE college programme for the three years to 2010-2011. This suggests the LSC accidentally approved double the amount of funding for building than was available.

Colleges are furious at the LSC because many that won provisional approval for capital projects have spent millions of pounds. Colleges say they will be in financial hardship if not reimbursed.

Brooklands College in west London has gutted the building it expected to refurbish, putting students in temporary accommodation at a cost of almost £80,000 a month. The college has already spent £9m. Colin Staff, principal, has said the college faces a "precarious future" if it does not get some of the money back.

Barnsley College in south Yorkshire, half-demolished with building work due to begin in May, said it might become insolvent.

Sir Andrew shied away from saying the government should give extra money to the LSC to help colleges, suggesting that, for the council, "the best chance of getting more is by getting a grip". A senior Whitehall figure told the FT recently it was "looking at financial mechanisms" for "delivering further new approvals" for the college capital projects.

Commenting on the review, Chris Banks, LSC chair, said: "The LSC accepts the criticisms that have been directed at it."
Unheeded warnings in college building fiasco: Report says funding crisis was 'predictable': Learning and Skills Council gets main blame
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Management failures at the heart of the UK's biggest quango and the government's poor grasp of the situation brought about the crash of a multibillion-pound scheme to rebuild further education colleges, a report has found.

"I have been forced to conclude that the crisis was predictable and probably avoidable," said Sir Andrew Foster in his report into what led to the Learning and Skills Council (LSC) suspending the college rebuilding programme. "A good policy has been compromised by the manner of its implementation."

The LSC, said Foster, bore chief responsibility for failing to keep a tally of the accelerating demand from colleges for funding, which had become "a veritable tsunami" by early last year. Mark Haysom, the LSC's chief executive, resigned last week.

An internal LSC report in February 2008 noted that if approval continued to be given to ever-bigger building projects, the capital budget would be overspent by pounds 100m. "But sadly it was not shared at a senior level in either the LSC or in Dius [the Department for Innovation, Universities and Skills]," Foster's report said.

The internal report was considered by a meeting of the LSC's finance and resources board in May, which was attended by a Dius official. Foster said he had been unable to establish why Dius had not acted upon this. Instead, the LSC carried on granting funding at an even quicker rate.

Foster said in June and July the LSC signed off pounds 1.2bn. In September, October and November, schemes worth pounds 401m, pounds 530m and pounds 500m respectively were passed. In November, the LSC's governing council decided to defer the recommendations for approvals made at its capital committee's October meeting. The committee, however, continued to recommend approvals. "By December, it was evident that a tsunami of bids had hit the programme," the report says.

LSC governors called a three-month moratorium and the secretary of state for innovation, universities and skills, John Denham, announced Foster's inquiry. Denham has said his department will accept all of Foster's recommendations.

"The most significant responsibility for these problems rests with failure in the general management and financial management of the LSC," the report concluded.

Seventy-nine colleges granted initial approval have been left in limbo, Foster said. A further 65 colleges had been making preparations for initial approval and an additional pounds 5bn would be needed to cover these projects. The bulk of the pounds 2.3bn allotted to the Building Colleges for the Future scheme has been committed.

Foster recommended that Dius, the LSC and colleges get together to appoint a panel to work out a means of prioritising claims.
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The crisis that has hit the national college rebuilding scheme prompts emotions familiar to many parents. Your teenage children have decided to cook you a surprise meal. They sit you down, bring in the food, and it's all delightful. Only when you pop into the kitchen a little later do you discover the collateral havoc wreaked in the preparation of your food.

You want to stay with your good mood but it is hard to overlook the mess.

Building Colleges for the Future is a wonderful idea. This was the first thing Sir Andrew Foster said when he presented his report to the media on how it had veered so badly off track.

Look around you, he told the journalists summoned to Westminster Kingsway College's new premises just south of King's Cross. And we looked. Even without the spring sun, this pounds 56m building, opened barely a month earlier, would have dazzled. This, said Foster, is what Building Colleges for the Future is all about. I know your reports will probably focus on what has gone wrong, he continued. But please bear this in mind.

The grand scheme to replace the tatty physical fabric of further education with buildings that would attract rather than repel young people, and would inspire teachers to teach and students to learn can only be applauded.

"I feel sad about this," Foster told me afterwards. "Don't you feel sad?"

I knew what he meant. It was Foster, after all, who had stressed the funda mental need to replace "old and inappropriate" buildings in his 2005 report on the future of FE colleges.

Of course, the scheme shouldn't have been allowed to career out of control and someone should have been keeping a proper running score of the costs. And while regard is due to colleges now left in expensive limbo as a result of the freezing of the scheme, it is hard to avoid feeling sympathy for those at the Learning and Skills Council who have been running it. And sympathy should also go to Mark Haysom, the chief executive who took responsibility for the mess and resigned.

As Foster hinted, there is some understanding of how mistakes of such magnitude could occur in an organisation facing its own extinction. The government's announcement that the LSC is to be scrapped next year, without prior warning to Haysom and staff, can have done nothing for morale.

Enthusiasm for obliging the colleges clamouring for approval and cash to rebuild themselves, on the other hand, may well have been enhanced as the LSC heads towards destruction. LSC staff develop good relationships with their local colleges, and these colleges have latterly been anxious to get their building applications agreed before the quango disappears.

Who, faced with a college principal asking to put up a pounds 18m classroom block, would not be tempted to suggest he or she come back with plans for an pounds 80m new campus? It would be a monument to be proud of, wouldn't it?

It is not so easy to feel sorry for the Department for Innovation, Universities and Skills (Dius), partly because it has allowed the LSC to take the rap for a debacle for which it shares responsibility.

The focus should be on the wonderful results of this scheme, but the collateral mess cannot be ignored. Whatever ministers say, someone in Dius knew there was a serious problem with the programme in May last year.

Peter Kingston is the Guardian's further education editor
Department for mess and muddle
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As Whitehall cock-ups go, the £5.7bn disaster at the Learning and Skills Council is a corker. The council approved major building projects it could not afford and did not realise its error until building work had started in many colleges. I'm told that the underlying reasons for the fiasco include a doomed attempt to make the LSC answerable to two departments at once, an attack of ministerial grumps, signs of an exodus of senior civil servants plus a perfectly barmy plan to set up three new further education quangos where once everything was dealt with under one roof.

Let's start at the top - with cabinet minister John Denham at the Department of Innovation, Universities and Schools (Dius). A good public performer who resigned over the Iraq war, he is often regarded as a smooth man though insiders say he does have a prickly side.

"He's very grumpy," said my man with the inside track. One reason for Mr D's irritation could be that Lord Drayson, his junior minister, has better access to prime minister Gordon Brown than he does. Then there is a certain rivalry with schools secretary Ed Balls - the LSC is responsible to both of them.

At any rate, Mr D is out of sorts. Meanwhile, senior Dius people are heading for the exit. Mark Haysom resigned as chief executive of the troubled LSC (with a £100,000 payoff) because of the college building shambles but he is not the only one leaving. Ian Whatmore, the permanent secretary, is leaving to head the Football Association ( much more fun). Ruth Thomson, the head of higher education policy, is also going, as is David Eastwood, head of the Higher Education Funding Council.

The LSC has been on death row for a while and the government is planning to replace it with no fewer than three new quangos: a Young People's Learning Agency for the under-19s, a Skills Funding Agency for the over-19s, plus the National Apprenticeship Service. "These quangos are breeding like amoebas," says Tory shadow minister David Willetts. He says that if the Tories win the next election they will put everything under a single Further Education Funding Council responsible solely to Dius.

Perhaps it is time to force governments of all parties to bring a bill before parliament every time they want to mess around with Whitehall departments or create new quangos. The bill would have to justify the moves, give details of costs and provide a proper timetable for any changes. That might at least ensure that alterations were properly scrutinised. Oh - and we might have a ban on silly names like Dius. I'm told some think of it as the Department for Ironing, Underwear and Shirts while Mr Balls' empire is the Department for Curtains and Soft Furnishing.

sue.cameron@ft.com
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The final days of the Learning and Skills Council may yet be its rockiest. Not only is its disillusioned workforce considering strike action over their employment rights, but now comes the realisation that the taxpayer may have to pay nearly pounds 42m merely so the dying quango can vacate its premises.

Of the organisation's 50 bases around the country, 19 will house the two new quangos, the Skills Funding Agency (SFA) and the Young People's Learning Agency (YPLA), which are to take over - with local authorities - the LSC's functions.

The remaining 31 offices are surplus to requirements and all but one of them have leases still to run, in some cases for up to 10 years. Even where these leases have "break clauses", enabling the LSC to get out of agreements before they end, there are considerable sums to pay to do this.

For the taxpayer, the most painful office closure looks like being the Hertfordshire branch, whose lease runs until 2018. According to documents leaked to Education Guardian, this building in St Albans, housing just 32 people, will cost pounds 12.5m to give up.

The 31 offices are to be handed over to the Treasury, which under normal circumstances could expect to find other government tenants or to sublet them. "This is probably as bad a time to be disposing of commercial property as you could imagine, so landlords won't take anything less than the maximum because they won't be able to re-let quickly," says one LSC insider.

It is galling for the workforce, after they have witnessed the stalling of the capital building programme and the more recent debacle over funding for 16-year-olds, to see such a large sum of public money apparently squandered.

Money wasted

Nor will this pounds 42m bill go down well among college principals, not least those many who have seen their building plans put on hold. "It's unfortunate to see any money being wasted at a time of such economic stringency," says David Collins, president of the Association of Colleges.

But what angers some LSC staff is the thought that they could remain working in the offices that are to close. If the premises have to be paid for, they reason, why not stay in them even though they will be working for the new organisations or local authorities? Many are likely to face much longer journeys to work in regional offices that are more removed from the communities they serve.

To those who have been working inside the UK's - possibly Europe's - largest quango, the greatest resentment is the cavalier way they feel the government has treated them since it announced the demise of the LSC. Many suspect that the announcement of its abolition in a white paper in March last year was a "back of envelope" exercise put into the document at the very last minute.

Ministers' lack of any prior warning to the LSC's leadership, who reportedly learned of their demise at the same time as the rest of the world, has, for them, lent credence to this theory.

The existence of long leases on buildings now to be vacated - the Milton Keynes office lease stretches to 2020 at a cost of pounds 3.9m and Northampton (2018) costs pounds 3.2m - suggests plans to scrap the LSC were not hatched long ago.

Since the abolition announcement 13 months ago, LSC staff say they have repeatedly asked the government for information about what would happen to them.

"The chief executive and the chairman would come back from meetings at the department for innovations, universities and skills [Dius] always with the same tale - they could get no information," says a quango source.

On 9 April, when some information was finally given to staff, it was made clear that about 1,000 people would be needed to transfer to local authorities. But an internal poll of the workforce had revealed that barely 7% were prepared to go.

Ministers have got until Thursday, say the unions, to agree to amend proposed legislation that many of the beleaguered quango's 3,100-odd staff believe deprives them of their normal employment rights. Otherwise there will be a ballot for industrial action, warns the Public and Commercial Services (PCS) union, which could derail preparations for transferring personnel to their new jobs in May.

"The intention is to disrupt the transfer process," said Bob Rollings, the national PCS official covering the LSC. The union argues that the apprenticeships, skills, children and learning bill, currently going through parliament, gives none of the crucial protection afforded by the regulations that protect employees' terms and conditions when a business is transferred from one owner to another.

The regulations do not apply to the transfer of government services, says Bob Rollings. "There's a separate set of guidelines, the Cabinet Office statement of practice on staff transfers in the public sector, which should apply instead, but it is not explicit in the bill that it is being applied here."

As a basic principle, Rollings says, anyone being transferred to a new job should have the option of challenging their new situation at an employment tribunal, should they feel that it unreasonably amounts to a deterioration of terms and conditions. If their case is upheld, they are entitled to compensation.

"If the transfer goes ahead as currently planned, people will not have the right to appeal to a tribunal if they feel they have been treated unreasonably," says Rollings. "They will be deemed to have dismissed themselves on the last day of their employment at the LSC."

Add to that the absence of a voluntary redundancy scheme and, the union argues, you have an effective strategy for forcing people through the exit marked "local authorities".

One-to-one meetings

Individuals will only know what has been lined up for them when a long series of one-to-one meetings with new management starts in May. Everyone will have a one-to-one, says Rollings, and everyone will be entitled to have a union adviser present. If the ballot is won, the PCS will refuse to provide this service, and people will refuse to go through with the process in the absence of union guidance.

Is there really appetite for industrial action? "Even the human resources department has signed up with the PCS, and that is unusual," says one source.

Another employee voices a common view: "I think, after 30 years in public service, I am witnessing the most incompetent piece of vandalism yet - the destruction of an organisation that only a short while ago ministers were lauding . . . and there is no reason to believe that more than a minority of local authorities will be doing the job competently in two years' time."

A Dius spokesperson says: "We have been doing all we can to ensure a smooth transition from the Learning and Skills Council to the new structures. Throughout this process the department has and will continue to work closely with the management of the LSC, trade unions and staff.

"We have been clear that we want to retain the skills and expertise of as many LSC staff as possible to ensure that all learners continue to receive a good standard of training and education.

"The department is adhering to Cabinet Office guidance on public sector staff transfers. All staff have been provided with comprehensive information on the transfer and this will continue.

"And we are clear that there will be no compulsory redundancies prior to the creations of the Skills Funding Agencies, the Young People's Learning Agency and transfer of financial control to local authorities.

"The estate requirements for the new agencies are based on the needs of the new agencies and work continues on an estates strategy led by the LSC."
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Tomorrow was supposed to have been the date when the government's stricken Building Colleges for the Future programme was restarted, albeit at a much slower pace. A score or so of lucky colleges were to get confirmation that their building works could go ahead after all.

Instead, 150 colleges whose construction projects were put on ice after it became apparent that the scheme was heading massively over-budget may have to wait nearly three months to learn their fate.

Despite the insistence of the Treasury that the Learning and Skills Council (LSC) should speedily approve grants for schemes to the tune of pounds 515m, including a pounds 300m injection from the recent budget, this is not proving possible.

"It's all a little bit messy," says one official involved in the attempt to revive the programme, which was suspended nearly six months ago by John Denham, secretary of state at the Department for Innovations, Universities and Skills (Dius).

There is considerable anger at the denials by senior figures in the LSC that its officials exacerbated the mess by encouraging colleges to be more ambitious about their plans. And there is anger in turn within the LSC at efforts by the government - specifically by Dius - to distance itself from this policy of "bigging up" applications.

Encouraged to spend

John Blake, principal of Sussex Downs College, told MPs on the select committee that he had initially put in a "modest" pounds 8m proposal to replace a training block. After "aspirational encouragement" by LSC officials this became a pounds 30m, then a pounds 90m, and finally a pounds 175m scheme to replace three sixth-form centres and three other parts of the college complex. "If we had been allowed to go ahead with the much more modest proposal only three and a half years ago, the building would have been ready by now," Blake says.

His frustration is echoed elsewhere. Chesterfield College originally put in a pounds 37m proposal two years ago to rebuild the worst parts of its campus.

"The LSC encouraged us to withdraw because they wanted us to be more ambitious," says the deputy principal, Trevor Clay. It accordingly scrapped its plan, which had cost nearly pounds 500,000 in architects' and other consultants' fees, and came back with a pounds 107m application to rebuild the whole college, spending a further pounds 500,000 on fees in the process. The Association of Colleges reckons that between them colleges have spent pounds 220m on building plans.

Clay says officials made it clear that the national programme had to be more than merely refurbishing ageing buildings. "They were talking about a commitment from the government to renew the entire estate across the sector . . . it was a once-in-a-lifetime opportunity to replace the whole FE fabric."

Chesterfield has scrapped the pounds 107m plan because there was clearly no prospect of its being realised in the foreseeable future, Clay says. "We've gone back to the drawing board a third time to put together a smaller-scale plan."

But this has meant that Chesterfield has missed the boat. After the extra money emerged in the budget, the LSC asked for proposals from colleges that were in a position to start work within three months. "We weren't that advanced," says Clay.

Barnsley College, on the other hand, is in position to get cracking on construction. Arguably it has no other option, having demolished most of its main campus. "I'm looking at a pile of rubble," says Lynne Kirkwood, head of communications.

Two years ago, the LSC approved Barns ley's pounds 55m plan. It expected the college to demolish its main site, create temporary accommodation for staff and students and get final permission for a new building, she said. But this approval, scheduled for December, fell foul of the freeze.

Like other colleges, Barnsley was sent a 90-question "readiness" questionnaire, to be completed in three days, to help the LSC determine which colleges would be among the first group to get the go-ahead to proceed in 2009-10. The successful colleges will share the pounds 515m and must bring in an estimated pounds 250m of their own money.

The final decisions will be taken according to a four-stage "prioritisation process" put together by PricewaterhouseCoopers.

Only colleges that are "shovel ready" - that is, in a position to proceed at once - will be eligible. This, some principals point out, could unfairly favour any college that disobeyed the LSC's instructions at the start of the year to halt all preparatory building work. It would also, they say, undermine the notion of a process based on need.

"I think . . . it still has the risk of being about first-come, first-served, which is what we feel has happened so far," Blake told MPs. "Shovel-ready basically means you have to have been lucky in the capricious process that got you this far in the LSC capital funding process to date, so the 30 or 40 colleges that were successful may not be the most needy, but they may be the ones that just happen to be ready."

There are five groups of priorities by which plans will be assessed: value for money carries most weight (30%), followed by "education and skills impact" and "condition of the estate" (each 20%), and "contribution to local economic regeneration" and "co-dependency with third parties" (15% each).

Colleges were informed that the readiness assessments, using the questionnaire results, would be done by 15 May. Those colleges passing this assessment would be judged against the priorities so that recommendations could be made by the LSC capital committee last week. The committee's recommendations were to be considered and decided upon tomorrow by the LSC national council.

Further delays

However, an internal memo by Turner and Townsend, the consultants organising the questionnaire, reveals that any list of colleges that emerges at tomorrow's council meeting will have to submit to a further "value for money" process to reduce costs. This could take a further 11 weeks. Final approvals might not be given before August, with works beginning in September.

Colleges, meanwhile, can only wait, none more anxiously than Bournville College. Its proposed pounds 84m new premises, three miles from its present site, is seen as the catalyst for reviving south Birmingham, which has suffered the collapse of the carmaker MG Rover.

Regeneration is urgently needed here, where roughly 6,000 jobs disappeared in April 2005. If the plans are not approved, the knock-on effects will be severe, argues Bournville's principal, Norman Cave.

"There's a lot at stake," he says. The college has a buyer for its existing site and planning permission for redevelopment. It has already spent around pounds 4m on fees.

Everything was pinned on starting work on the six-storey building this summer, for completion by September 2011, when 15,000 students - currently spread across three campuses - would fill their new college.

The fallout from this flagship programme is likely to last long after any partial revival, whenever it comes. Many colleges will be left resenting the good fortune of rebuilt local schools.

But perhaps worse will be the division that principals predict will open up between those colleges with gleaming new buildings and those lumbered with some of the least attractive architecture of the past.

College futures up in the air: The FE sector is just recovering from student allowance and building programme debacles but fresh funding worries and restructuring mean more uncertain times ahead, says Peter Kingston
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Colleges ought to have less to moan about than many organisations trying to keep afloat in the recession.

They can certainly expect little sympathy from the business sector where there is understandable jaundice about the protection that public bodies enjoy against the economic climate.

It is true that colleges can continue to rely on the taxpayer for the bulk of their incomes. They are also in that charmed category of organisations that see demand for their goods or services strengthen during recessions.

As unemployment figures rise, further education is expected to play an important role in getting the newly unemployed adults back on their feet. And in the thickening gloom, more teenagers than usual are deciding that they will stick with education after all. So why isn't the mood in colleges more buoyant? Why is there not more feeling of bounce? Is it merely a sense of decorum that prevents managers from being cheerful while so many are anxious?

No. There is more to it. Colleges have their worries, too. Some of these anxieties relate to the recession. Despite ministers' reassurances about preserving funding for "frontline services", managers know that they will suffer from the "efficiency savings" that further education is being required to make.

Complete upheaval

Then there are the misgivings about the complete upheaval in how colleges are to be funded next year. How is the replacement of the Learning and Skills Council (LSC) next April by local authorities and two new quangos going to work? Having witnessed the delays experienced by their young students in getting their education maintenance allowance (EMA) payments during the autumn, is it any wonder that college managers should worry about the ability of yet another new funding mechanism to produce the goods?

Though the EMA debacle was unquestionably the fault of the LSC, it would be unfair to put it in the dock on its own for other problems that have been building up over the past months. For episodes such as the stalled Building Colleges for the Future programme, and the apparent miscalculation of the number of 16-year-olds wanting to enrol in further education this autumn, government should take its share of blame.

Ministers and their officials were surely as remiss as LSC staff for failing to act more quickly on early warnings that demand for the capital scheme was going to dwarf its available funding. In his recent evidence to the Commons innovation, universities and skills select committee, the LSC's former chief executive Mark Haysom stopped short of blaming the government's decision to create two departments out of the Department for Education and Skills.

To what extent has the upheaval brought about by the Machinery of Government changes announced two years ago been responsible for the problems and for fuelling anxiety among colleges? The decision by Gordon Brown to form the new departments, and to later announce the replacement of the LSC by two alternative quangos has surely stoked up feelings of insecurity within the sector.

The sudden announcement that the LSC was to be scrapped and the lengthy absence of detailed information about what would happen to its staff cannot have created the best atmosphere for productive work. The scrutiny from civil servants became even more intense from new departments and a kind of paralysis fell on the LSC, Haysom told MPs.

Colleges are experiencing the knock-on effects. Many have been left with problems from the capital programme debacle. They are facing an excess demand next year from teenage students which they suspect government will not be funding in full. And they are finding it hard to believe govern ment assurances that frontline services for adult students will not be cut in the search for efficiency savings.

In the colleges' view, ministers should make the efficiency savings by swinging their axes at the baffling jungle of quangos that Labour has created in the past decade. But the cost of abolishing the LSC, redeploying its 3,300 staff and replacing it with two organisations is - they believe - severely limiting the amount of money that can be freed up for the future.

Peter Kingston is the Guardian's further

education editor
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HUNDREDS of millions of pounds were wasted following the "catastrophic'' collapse of a college rebuilding programme, said MPs.

Failings by ministers and the Learning and Skills Council (LSC) led to dozens of projects being approved even though the money to pay for them had run out. In some cases, managers encouraged colleges to extend building schemes.

It was only in December last year that it "suddenly dawned'' on management that the programmes would have cost pounds 2.7 billion but budgets allowed for only pounds 500 million of work.

The Commons skills select committee blamed a "heinously complicated'' management structure at the LSC, combined with almost non-existent oversight by the former Department for Innovation, Universities and Skills. Phil Willis, its chairman, said it "beggars belief'' that the programme "was mismanaged into virtual extinction''.

When work was halted, 79 further education colleges had building schemes approved by the LSC, which was being wound up, and a further 120 were carrying out feasibility studies. Only 13 were continuing. Data from the Association of Colleges suggested that pounds 215 million was spent on stalled projects and pounds 187 million would be written off if projects did not continue.

Kevin Brennan, the Further Education Minister, admitted that the programme had been "compromised by poor management'' but said improvements had been introduced following an internal review.
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