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13 November 2020 

Dear Convener, 

FLEXIBLE WORKFORCE DEVELOPMENT FUND – PHASE TWO 

I am writing to advise you that later today I will make an announcement setting out planned 
changes to the Flexible Workforce Develpoment Fund (FWDF). 

As you know, Scotland’s colleges have been delivering the Flexible Workforce Development 

Fund since 2017. In its first three years, the £10m Fund has supported UK Apprenticeship 
Levy paying employers in Scotland to access workforce development support of up to 
£15,000 to support improved productivity and economic growth. 

Last year, when I launched Scotland’s Future Skills Action Plan, I announced that the fund 
would be increased to £20 million in Year 4 to offer increased support in the face of a rapidly 
changing labour market and the specific challenges we faced then from EU Exit, rural de-
population, digitalisation/technological advance and the global climate emergency. At that 

time we clearly had no idea that the coming health and economic crisis would require us to 
consider how the employability and skills funding we administer could respond to COVID-19. 

I believe that workforce development is as important as ever now, if not more so.  In recent 

months, we’ve seen businesses aross Scotland having to adapt to new operating 
environments at an unprecedented pace. Those businesses that have been able to change 
in the face of markets lost overnight have been the ones with the greater chance of survival. 
A skilled workforce is a critical element of that ability to adapt.  

In August, Fiona Hyslop, Cabinet Secretary for Economy, Culture and Fair Work, announced 
that the first £13 million of the overall fund for Year Four would be allocated to colleges to 
enable them to address unmet demand from Levy payers and increase the number of Levy 

paying businesses who can be supported.   
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Since that time, we have sought to consider how the remaining £7 million for this academic 

year could be allocated to address two policy ambitions: 

 The need to respond to those Levy paying businesses who do not currently engage
with the colleges for FWDF funded training.  This might be because of the specialist

nature of their work, or because they have existing and long standing relationships
with other training providers; and

 The ambition to test how we could support a broader range of businesses who are
struggling to survive in the current crisis, in particular small and medium sized

enterprises (SMEs) who are not currently Levy payers.

The views of business representative organisations, including the Federation of Small 
Businesses and the Scottish Chambers of Commerce, and STUC have been sought. I was 

very pleased to note that those bodies representing larger organisations such as CBI 
Scotland and the Institute of Directors Scotland were in agreement that support for non-Levy 
paying SMEs should be offered.   

Following those discussions, and work with the Scottish Funding Council and Skills 
Development Scotland, I am pleased to inform Committee that the £7 million of remaining 
FWDF funding will be allocated as follows: 

• £2 million will be allocated to Skills Development Scotland (SDS) to enable Levy
payers to access FWDF training through private providers; and 

• £5 million will be allocated to the Scottish Funding Council (SFC) to enable the
introduction of support for non-levy paying SMEs.  £4 million will go to colleges, 

with £1 million to be used by the Open University (OU) in Scotland to provide 
complementary support at a national level.  

The eligibility and conditions offered through SDS to Levy payers will mirror that of the SFC 

offer of up to £15,000. SDS will manage this through a grant arrangement to enable 
businesses to purchase the training they require.  This will be strictly monitored. 

In respect of the college/OU partnership, the FWDF eligibility rules will be changed to enable 

non-Levy paying SMEs to access support of up to £5,000 in upskilling support, on a first 
come, first served basis by college region and colleges. Colleges and the OU will work in 
partnership to ensure that the Fund supports the existing core aims of improving productivity 
and economic growth and provides upskilling opportunities for Scotland’s businesses as they 

adapt and respond to the impacts of Covid-19. 

Both of these two new elements will be delivered on a test and learn basis. They are new 
and being delivered in challenging times for businesses across Scotland. It will be important 

to assess the outcomes and impact of each part to consider whether they become a part of 
any further years of FWDF and to make change where required to maximise positive 
outcomes for individual and businesses. 

I hope this information is helpful. I would be happy to provide further updates to Committee if 
required. 
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