
 

 

 

 

Colleges and 2020 spending review 

Recommendation Eighteen 

 

Capital funding 

58. The distribution of government capital funding in education is haphazard. DfE 

plans to spend £4 billion on school capital in 2020-21 and just £300 million for 

further education, most of which was only awarded in August 2020 to be spent 

within just over six months. In recent years, some FE colleges have secured 

useful grants from the Local growth fund administered by Mayoral combined 

authorities or Local Enterprise Partnerships or via the Institute of Technology 

programme but there have been unrealistic expectations and the process is 

haphazard. DfE works hard to help schools access capital funds but has 

neglected colleges. Schools and sixth form colleges receive £22 per 16-to-18-

year olds via the Devolved Formula Capital allocation (with £115 if the building 

is in poor condition, i.e. categories C or D). The new college condition fund is 

the first formula fund for FE colleges in more than ten years but sits in parallel 

with the £1 billion formula-based grant budget for schools is £1 billion in 2019-

20. There is £100 million for universities. Meanwhile there is a £38 million 

budget for building and equipment in the 50 2020 T-level providers but 

restricted specifically to T-level students. 

 

59. Government’s long-standing assumption on college capital funding is that 

colleges can raise their own funds to supplement public grants. This has 

become increasingly difficult. Some colleges have sold property as part of 

campus re-organisations but this is a one-off option. Most colleges are not able 

to make the margins needed at current funding rates to service loans for capital 

investment. The banks themselves have changed their approach to the sector. 

Two banks (Barclays and Lloyds) accounted for 90% of loans to colleges in 2015. 

Both banks have reduced new lending, have spent college loan repayments 

elsewhere and have worked with ESFA to reduce unsustainable debts to more 

manageable levels. However, government restructurings have generally left 

either bank holding a continuing loan to avoid accusations of a bailout. This 

may have left the sector in a worse position. The incumbent lenders are 

reluctant but their presence is an obstacle to new entrants. Several colleges 

have found that their local authority – using PWLB funds – is their only long-



term lending option. It might be more efficient to allow colleges direct access 

to the PWLB, while perhaps putting academies on the same basis. 

Proposal Eighteen.   Capital spending and financing:  

HM Treasury should add to the capital budget allocated in March 2020 so that there 

are funds to secure new places, to invest in IT and to develop specialist and hyper-

specialist provision. Funds need to be at a level that helps colleges move towards the 

2050 net zero target. At the same time, the Treasury and DfE should review the 

capital financing requirements of education in the 2020s including the option of 

government loans to both academies and colleges as an alternative to 100% capital 

grants for the former and reliance on a vanishing commercial loan market for the 

latter. 
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