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Summary: We need to re-design the funding and accountability system so it encourages 
colleges to deliver good outcomes, and are setting out proposals in a consultation 
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Context: In the Skills for Jobs White Paper, we set out a new vision for colleges: to give people the advanced technical and higher technical skills they need to get good jobs, which will boost the nation’s 
productivity and support progression. 

Objective: The current funding and accountability system needs re-designing to support this agenda. We have committed to consulting on proposals that will encourage colleges and other providers to focus 
on supporting learners into good jobs and meet the needs of local employers later in the spring. Our proposals will support the levelling up agenda by increasing productivity, and will deliver better vfm for the 
taxpayer. We set out below our objectives and a summary of our proposals:

We will… Key proposals:

1. Support colleges to focus on outcomes, 
such as helping their students into good jobs 
(slide 3)

• A new Accountability Agreement will give colleges the freedom to decide for themselves how best to support the 
needs of their students and local employers. 

• A new Performance Dashboard, including a new ‘skills measure’, will make clear what outcomes we expect colleges to 
deliver, so colleges focus on the important job of supporting their students into good jobs.

• Exploring an enhanced role for Ofsted inspecting how well colleges are meeting local labour market need.

2. Reduce the complexity of funding so that 
colleges can focus on their core role of 
education and training (slide 4)

• A single Skills Fund that brings together all direct funding for adult skills, making the system easier for colleges to 
navigate.

• Finding a simpler and fairer way of allocating funding within the Skills Fund.
• Giving more certainty to colleges over their funding, including over a multi-year period.

3. A clearer approach to support and 
intervention (slide 5)

• Strengthening the FE Commissioner’s role in supporting colleges that are not delivering sufficient outcomes to improve 
their performance swiftly, as well as championing excellence.

• Introducing a Single Improvement Plan for colleges in formal intervention.
• Improving data quality and reducing the requirements we place on providers through student data collection and 

financial reporting.



System re-design: We plan to introduce several NEW components to shift the system towards 
focussing on the outcomes colleges are delivering  

Component Description

Accountability 
Agreements

• Govt articulates national priorities (e.g. reaching Net Zero), 
local priorities agreed in LSIP and expectations on good 
governance/internal controls

• Colleges set out plans how they will deliver national 
priorities, improve performance and meet needs of local 
employers

• Agreements are the quid pro quo for funding agreed 
between SoS and the college, published on gov.uk

Performance 
Dashboard

• Govt sets out a small number of outcome/output measures 
we expect colleges to deliver, including LSIP performance

• New ‘Skills outcome measure’ that can trigger Ofsted 
inspection/ FE Commissioner support

• Colleges use to benchmark performance against 
comparable colleges and set out plans in Accountability 
Agreements

• Helps students make informed choices about where to 
study

• Published on gov.uk and updated as new data becomes 
available

Ofsted 
enhanced 
role

• New capability to inspect colleges based on how well they 
are meeting the needs of local labour market

• Refers to Performance Dashboard data and Accountability 
Agreements to prioritise inspections

Funding
Model

• Funding flows to colleges learner-based formula (in non-
devolved areas) with differentiated rates to drive value

• Government directly funds high priority provision
• Development funding used to expand new types of 

provision in line with employer priorities articulated in LSIPs
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Colleges leaders 
drive self-

improvement 
through effective 
self-governance

£

DfE sets 
expectations

Employers/ERBs

Accountability 
Agreement

Students

Performance 
Dashboard

Deliver outcomes/outputs

Make informed 
choices using 

public info

Articulate need 
through LSIPs

System overview

Inspects quality
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Focus of our forthcoming DfE consultation
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• Funding we allocate to colleges (except apps) 
will be un-ringfenced for them to use as they see 
fit for the purposes of skills provision. 

• Providers will be able to navigate a simple set of 
criteria for what is and isn’t funded, removing 
complex eligibility rules. The rule book is 
currently 104 pages long!

• Providers will be responsible for determining mix 
of provision and ensuring it meets local skills 
need. 

• A lagged system will fund real delivery (not 
assumed delivery) meaning there will be no 
reconciliation, funding on plans or clawback for 
under delivery. 

• Moving to multi-year funding with simple and 
consistent allocations will allow providers to 
plan provision strategically.

This new system will give colleges autonomy 
over their budget, reduce burdens and enable 
them to plan strategically for the long term
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Funding: Reforming the funding system will enable us to target money towards high value 
provision in a simple, fair and predictable way 

We will fix the adult skills funding system (19+) by bringing existing funding streams (AEB and NSF) into one 
single Skills Fund. This will make it easier for government to use funding to set the right incentive 
structures.



Support and intervention: We will move to a more strategic relationship with colleges responsible for 
driving their own improvement,  with clear escalation points where govt intervention is needed 
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Colleges

Autonomous colleges drive 
performance focussed on 

outcomes

Inspection*

Ofsted inspection has 
increased focus on meeting 

local needs

Assessment

FE Commissioner determines 
steps needed to improve

Single Improvement 
Plan

Agreed plan to help colleges 
improve

Last resort powers

SoS powers to direct 
structural change

Qualitative judgement

Quantitative measure informs risk-assessment

Strategic support

FE Commissioner championing excellence

Continuous self-improvement (college led)

1 2 3

Formal intervention

* Ofsted will also continue to inspect on a regular cycle

Accountability Agreements

Including actions agreed in Local Skills Improvement Plans

New 
skills 

measure

Continuous self improvement: We will set clear expectations that college leaders and their governors are at the heart of improvement through new Accountability Agreements. We will remove “early 
intervention” and instead make support available and place the onus on colleges leaders to take up support if they determine they need it.

Formal intervention: We will introduce a new Single Improvement Plan for colleges in formal intervention. The FE Commissioner will provide practitioner expertise and agree the Plan with the college and 
coordinate the interests of different actors (including Ofsted, OfS, MCAs) so the college can concentrate on improving rather than responding to different actors.

Performance 
Dashboard


