
 

 

 

 

Colleges and 2020 spending review 

Recommendation Twenty 

 

Oversight 

60. At the same time as setting overall budgets, DfE also needs to work out how it 

can build on the strengths of schools, colleges and universities as well as non-

profit and community providers. By investing in colleges, the government will 

be able to offer every community institutions whose staff have strong industry 

links and whose equipment and facilities are up to date. Strong and confident 

institutions can take calculated risks with new programmes and new 

technology. They can offer better routes to progression and flexible re-training 

opportunities. They offer an efficient investment in capital which can be used 

for many types of education and skills.  

 

61. This will require a change of approach in terms of funding. There should be 

greater use of grants to allow colleges to build necessary capacity in the 

priorities for every place, supporting the industrial strategy. Grant-funding 

allows more of a partnership with colleges to stimulate demand, invest in 

quality, develop long-term plans with employers and invest in the best 

equipment and facilities.  

 

62. A new strategic relationship would also allow the government to support 

workforce development and capital – buildings, equipment and new technology 

where it is introducing new policy or priorities. With better funding rates, 

colleges would be able to invest adequately in their own staff, buildings, 

equipment and IT in the same ways that all thriving businesses do. 

 

63. More work is also needed to streamline regulation and support the right 

balance between accountability and innovation. Several issues should be 

tackled: 

 

• Intervention: DfE assigns a lot of people and spends a lot of money on 

intervention with half of colleges in early or formal intervention (30% of 

the total). There is no clear view from DfE about how colleges should 

improve their finances and there is insufficient support to help achieve 



that. Outsiders making brief visits to colleges often have good ideas and 

practice but college leaders and governing bodies and leaders who need 

to be empowered to act and implement.  

 

• Regulating higher technical education appropriately: OfS regulates 

and funds 168 colleges on its register but along with its designated bodies 

(QAA, HESA), duplicates the work of FE funding agencies and regulators 

(ESFA, Ofsted, IFATE). This results in confusion, duplication and excessive 

costs. Those taking higher technical courses in colleges generally pay 

lower fees but a larger amount per student is being spent on 

administration and compliance. 

 

• Parallel arrangements:  DfE runs two parallel intervention arrangements 

for schools and colleges which has resulted in unhelpful obstacles in the 

use of publicly funded assets. There have been cases where DFE staff have 

closed a UTC but refused to consider a transfer of the site to a nearby FE 

college. 

 

• Funding colleges on a transactional basis: Colleges are also subject to 

an apprenticeship funding regime designed essentially for for-profit 

providers. This means that colleges which generally provide high-cost, 

high quality apprenticeships to small companies and to younger 

apprentices struggle to maintain provision. 

 

• Withholding payment from colleges each springtime: Colleges hold 

fluctuating cash balances throughout the year. The uncertainties 

associated with running further education in England means that colleges 

hold more cash than they would need to if the environment was more 

predictable. ESFA underpays colleges each spring, between January and 

March, with a shortfall of 6% each March.  

 

64. DfE ministers and officials are working on an FE white paper. If there is 

time in the Parliamentary calendar for legislation, there might be a case for DfE 

to redesign the regulatory regime so that it funds and regulates colleges as 

colleges rather than as something they are not. In doing this it could have a 

clear strategy to support colleges to thrive and introduce a new, more 

appropriate accountability, support and intervention regime which looks to the 

long term and focuses on the place-making, productivity and lifelong learning 

ambitions which colleges can lead. 



Proposal Twenty: Oversight  

DfE should simplify the oversight arrangements for colleges with a view to reducing 

direct and compliance costs of regulation. 
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