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FREEING COLLEGES FROM DIRECT
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The NEF is an educational charity and Think Tank
that focuses on developing vocational education
through:

l Instigating Research 
l Supporting Professional Development 
l Enabling Knowledge Transfer and Innovation 

Our mission is to achieve measurable and visible
improvement in vocational education through
partnerships by: 

l Enriching teaching and learning 
professionalism 

l Enhancing capability of providers and 
industry 

l Empowering individuals to embrace 
contemporary practice 

Thereby, creating a positive impact on society.

We look forward to your participation and sup-
port of our activities so that together we can
achieve significant improvement in our vocation-
al system.
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Original versions of this document
are printed on 100% recycled
paper using eco-friendly inks.
If you have an electronic version of
this document, please consider the
environment before printing.



1. What could ‘freeing colleges’
mean?

2. What should ‘freeing colleges’
mean?

3. Conclusion: what freedoms are
needed?

Annex 1: Participants list

Annex 2:Freedom for colleges – a 
five step plan
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tives from the following organisations: London Development Agency;
Higher Education Academy (Engineering Subject Centre and Physical
Science Subject Centre); Learning and Skills Improvement Service; BASF;
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(UK) Ltd; Royal Academy of Engineering; SEMTA; East of England
Development Agency; Royal Society; Institute of Directors; Engineering
Employers Federation; BBC; North West Regional Development Agency;
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Academy Nuclear; Gatsby Charitable Foundation; The Wellcome Trust;
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As soon as I was appointed Minister I imme-
diately set about the task of setting colleges
free. This announcement sends a signal on
how we are changing the relationship
between government and further education.
Responsiveness is crucial if we are to provide
the skills that employers need and students
want. Removing unnecessary burdens and
freeing colleges to react to local demand will
help achieve just that. 

I want to unlock the energies and talents of
all teachers and learners in colleges across
the country. We are opening what I hope will
be an enduring dialogue between govern-
ment and colleges on how we respond to new
challenges and take up new opportunities,
because I am determined to give everyone
the chance to get on in life through new skills
and qualifications. I know just how important
further education colleges are in delivering
the Government’s ambitions.

– John Hayes, Minister for Further
Education, Skills and Lifelong Learning,

17 June 2010

“”SETTING COLLEGES FREE

A coal bur
in Nottingham
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1. WHAT COULD ‘FREEING 
COLLEGES’MEAN?

A coal burning power station at Ratcliffe-On-Soar,
in Nottingham

Following the Further and Higher
Education Act of 1992, Further
Education (GFE) and Sixth-Form
(SFC) colleges have operated as cor-
porations – free from local authori-
ties and free to do a variety of
things including deciding on mis-
sion, determining strategy and
developing the curriculum offer. 

The changes under the 1992 Act also meant that
colleges became employers, could raise funds to
finance capital projects and could set up and
run their own subsidiary companies. Within the
education sector, colleges have come to enjoy a
greater degree of freedom from direct state con-
trol to that of schools, but college leaders would
perceive that their freedom is not as much as
that enjoyed by universities. 

The freedom of colleges is limited through
audit, inspection and the financial memoranda
that exist between colleges and the
Government via their funding agencies. The
range of choice in the curriculum offer is largely
prescribed by the available range of accredited
qualifications and the associated funding tariff
of the day. 

Unlike the private training providers operating
in the further education system, the law states
how colleges are to be governed and the use
to which the assets of a college may be put.
Colleges are not free to change into profit-
making bodies, to privatise or to diversify away
from their core object of providing education
and training.

This paper

This paper draws on the comments made
by a group of college principals during a
New Engineering Foundation Seminar on
the theme of freeing colleges from direct
state control, held at the Royal Society on 6
July 2010. 

No comments are directly attr ibutable to
any individual, and the views stated in the
paper are a synopsis rather than a consen-
sus. The think tank was held in the presence
of three senior officials from the
Department for Business, Innovation & Skills
(BIS). A full list of delegates and observers is
provided in Annex 1.



College staff are provided with access to state
pension schemes through TPA and LGPS and
pay commonly reflects outcomes of national
negotiations via the Association of Colleges.
Historically, college failure has been resolved
by either state intervention to support continu-
ation or by merger. The restrictions on freedom
from direct state control are matched by pro-
tection of the infrastructure of the colleges sec-
tor. More than one hundred colleges have
gone since 1992; but no town has lost its col-
lege provision. 

This is the context in which the question – ‘what
could freeing colleges from direct state control
mean?’– is set.

There are many ways in which colleges are 
controlled:

l Governance, ownership and status, 
mission

l Funding regimes
l Inspection
l Curriculum and qualifications
l Quality improvement
l Audit and accountability
l Response to failure.

At the heart of the ‘what could?’question is why
extending greater freedom would be a good
thing to do. The new government has made it
clear that the answer to this lies in:

l Saving costs of the bureaucracy of a control
culture

l Encouraging enterprise and innovation by
eliminating micro-management 

l Devolving power to local people to make
improvements and be accountable.
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This set of objectives does not envisage any par-
ticular end-state of a culture of greater freedom
– how many colleges and so on. However, it
does provide a limit to the extent freedoms may
be extended to colleges.

For example, a radical approach would be to set
colleges free of some or all of the current gover-
nance arrangements. At the extreme, this could
mean colleges being privatised and determining
their own forms of governance, their own busi-
ness objectives, and their own strategies for suc-
cess within and beyond further education. This
would of course enable existing private compa-
nies to take over existing colleges.

A radical approach would also be to accept that
in any market there is competition and busi-
nesses will fail. In this model, colleges could fail
and the remedy would be provided by the mar-
ket with no state support or intervention. The
geography of such failure is unpredictable and
there can be no certainty about what would
happen subsequently in such a privatised world
of colleges. This approach would raise a consid-
erable issue about ownership of assets and an
equally potent one about the risks that could
be taken with national further education infra-
structure. However, it is a possible way to
extend freedom.

The focus of recent debates about ‘self-regula-
tion’or ‘better regulation’ for colleges has been
on matters other than governance, mission and
ownership and what to do about failing col-
leges. The starting point is that colleges are too
valuable an asset to risk losing altogether; that
they need to transform their capacity to identify
and meet socio-economic needs; and, that they
should be far freer to use resources to address
these needs.



Hence, the range for what freedom could mean
is perceived by college leaders in terms of
greater flexibility to act. This could mean:

l Changes in the rules governing funding to
enable more local flexibility to meet needs

l Further reducing the complexity of funding
methodology and the number of funding
streams

l Reducing audit and reducing the burden of
accounting for earning and spending

l Greater power to devise an appropriate cur-
riculum

l Better, simpler means of assuring quality
assurance and holding leaders to account.

The key principles are to trade reduced funding
for increased power to decide on spending and
to be held to account for impacts rather than
for processes.

One of the main legacies of the incorporation
era has been the culture of compliance built
upon the collection of data. The origins of this
are in the seventeen year quest for a funding
methodology that is fair and therefore reflects
the diverse costs of providing the full range of
courses available in FE; and in the equally long-
lasting creation of inspection and quality assur-
ance systems that have generated huge quanti-
ties of data to prove quality – diverting the same
effort from improving quality. The curriculum
and qualifications framework has, meanwhile,
grown in complexity at various times answering
the contradictory calls for simplifying and for
providing qualifications fit to meet specific
occupational needs.

The key drivers for colleges – funding; accounta-
bility; curriculum – have inevitably become more
complicated. In the effort to be fair in funding,

accurate in assessing and suitable in fitting quali-
fications to market demand, an industry of moni-
toring, reporting, measuring and recording has
grown around college management.

This has been exacerbated by the advent of leg-
islation (data protection, freedom of informa-
tion, safeguarding children, inclusion, health
and safety, etc.) and the perpetual advent of
improvements required in corporate gover-
nance and in internal controls. The net effect is
to divert leaders from strategy to operation,
from leading to managing – and managers from
managing to administering. This is the state of
current college bureaucracy.

It is not surprising that the answer to questions
about greater freedom is mainly concerned
with lifting the bureaucratic burden. Greater
freedom could mean local plans agreed with
local partners; simplified funding; greater flexi-
bilit y for spending; less audit; fewer, clearer
performance indicators, based on impacts; and
greater capacity to devise the curriculum to
suit local needs. The key is to understand the
nature of the cultural shift needed to make
such changes work.

The shift is from a culture of implied mistrust to
one of explicit expectation. The former means
the attention of the state (funding, inspection,
qualifications) is on process. The latter means
the focus is on impacts. College leaders see free-
dom as commensurate with responsibility. They
want to be expected to deliver significant socio-
economic gain for individuals and localities;
they want to be held to account for doing so;
and they want as much freedom as possible to
determine how this is to be done with the
resources they are allocated. 
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The current regime thwarts innovation by set-
ting out not just what is to be achieved (implic-
it in funding and accountability regimes) but
how it is to be achieved. This thwarts innova-
tion and rewards compliance with the many
targets that go with targeted funding and tar-
gets for success. 

The culture change is not as radical as, for exam-
ple, enabling colleges to be privatised. It is all
achievable within the current frameworks of
governance, mission and ownership. However, it
does raise some very important questions:

l Can everyone be trusted to deliver better
goods with greater freedoms?

l How can the nation achieve its needs if
power is devolved to localities?

l What qualities of civic leadership are need-
ed to make the freedom work?
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The views of those present at the
seminar can be grouped around five
headings:

l Governance
l Curriculum and qualifications
l Funding
l Quality 
l Accountability.

The main aim of any such reforms should be to
set colleges free of being ‘micro-managed’and
make them more free to translate the ‘what’ of
improving socio-economic conditions to the
‘how’ of providing locally-tailored and high qual-
ity education and training.

Governance
There is some enthusiasm for exploring new
forms of governance. This is centred on the
capacity to form new partnerships with organisa-
tions in the public, private and voluntary sectors
to meet business needs and to fulfil college mis-
sions more fully. There is less appetite for privatis-
ing colleges. 

The main focus of the seminar in relation to gov-
ernance was on the twin objectives of enhancing
the role of governing bodies for strategy and
quality, and, in doing so, reducing the number of
KPIs and attendant reporting schedules that cur-
rently beset their operation. It is as if the plethora
of requirements for data, particularly on funding,
audit, quality and compliance within the law has
created a culture in which the longer the report,
and the greater their number, the better. 

Governance should focus on mission, values, per-
formance and direction. This does not mean a
new freedom for governing bodies – the existing

11
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arrangements for governance are sufficient.
Rather, it means freedom from the burdens of
the targets culture: perpetual proof of compli-
ance and management focus on (and, hence,
governing body preoccupation with) the associ-
ated bureaucracy. A reassertion of the proper
role of the governing body would mean a greatly
reduced number of KPIs for their focus, and
major changes in requirements for data from
external agencies. 

The Framework for Excellence illustrates some of
the problems with too many KPIs. Setting out to
be simple, it took a great deal of time to develop
and as it came under relentless pressure to be
fair and valid, so it became ever more complicat-
ed. Similarly, the value of creating self-assess-
ment reports that run to hundreds of pages has
to be questioned in the light of what could be
called good governance. Governing bodies
need to be able to rely and act on simple, clear
information about performance.

Curriculum and qualifications
There is some tension here. On the one hand,
much of the strength of the FE curriculum
derives from the reputation of well-established
and/or occupationally relevant qualifications
and the same sort of reputation of awarding
bodies. No-one, for example, proposes a new
freedom for colleges to create their own A
Levels. On the other hand, there is a view that a
great deal of employer-related training is about
meeting demand for improving skills and pro-
ductivit y. The need to somehow convert this
into a fee-bearing qualification is perceived as
an unhelpful constraint. 

Whilst it is the case that much can be achieved
through the nascent qualifications and credit
framework, and though it is accepted that the

state should play only a limited part in funding
employer-related training, there is nonetheless a
need to enable colleges to have a freer hand in
devising training that meets local needs.

A different freedom that some colleges would
greatly appreciate would be the freedom to
change the lower end of the age range for
which they cater. Why should they not be able
to enrol people from the age of 14? Many col-
leges have been particularly successful in work-
ing with 14-16 year-olds. So far, this has been
through contributing time, teaching and
resources to part of the young person’s learning,
the majority of which usually still takes place at
school. Freedom to provide a complete educa-
tion for this age group would be welcome. 

Funding
The key freedom required is the combination of
fewer funding streams and fewer rules for earn-
ing and spending. Colleges want to be able, in
effect, to allocate resources to needs as these
needs change through time. They want to meet
local priorities. Good business management
means they want to plan well – but it also
means they need to be able to deviate from
their plans as needs arise and to be held to
account for achieving business objectives rather
than for complying month by month with a pre-
determined spending or earning profile. 

One of the main causes of current problems is
the constant disaggregation of an overall fund-
ing allocation to a variety of streams, usually
related to a variety of funding initiatives such as
Train to Gain. The consequences of this are
increased micro-management via restrictions,
rules and reporting and a series of rules prevent-
ing colleges from transferring money from one
funding stream to another to deal with 



changing local circumstances. This militates
against effective leadership and innovation. It
also tends to mean that colleges ‘follow the
money’and strive for short-term targets rather
than investing in the strategic skills needed to
sustain businesses of the future. A banded fund-
ing approach, granting flexibility within broader
funding objectives, would be welcome.

Quality
The current regime for quality assurance and
inspection is one based on processes rather
than outcomes. For example, quality assurance
systems in colleges generate huge amounts of
data about every aspect of the learner journey
from enrolment to completion and progression.
They use a significant amount of resource and
generate huge self-assessment reports. They
tend to address the question ‘how are we per-
forming’ rather than ‘what are we achieving'?
Because they are so reliant on quantified data,
they are open to manipulation and leave col-
leges susceptible to ‘hitting the target and miss-
ing the point’.

College leaders would welcome significant
change here to an approach based on outcomes
that reduces the burden of proving that process-
es are in good order and uses far fewer, and dif-
ferent, KPIs to measure outcomes. There is a
clear distinction to be made between what
managers need to know to improve business
performance, and what the external audience
needs to know. The mistake of the FEFC and LSC
years has been to assume that making the inter-
nal management information the basis for exter-
nally required information would make things
simpler – colleges would just provide what they
had anyway. This is a profound error. The greater
value appears to be placed on the information,
the more the data industry grows, multiplying

the resource used to gather, provide, check, (at
times amend) and publish data. There is of
course also the point that not all data required
externally is actually of value internally; for
example, most colleges would want to see a
major cut in the Individualised Learner Record
database, an elaborate source of comprehensive
data about every learner, the necessity for which
is limited. 

There is tension, however. Though a major
reduction in the amount of data colleges have
to produce would be very welcome, the diver-
sity of colleges and the ways data is used to
make judgements about them means that
attempts to simplify have historically been
accompanied by demands for fairness – and
increased complexity follows. 

So what data is needed if we were to shift from
a process model based on management infor-
mation to an outcomes model based on
impacts? This is undoubtedly both important
and challenging. The UKCES ‘balanced scorecard’
may help by establishing a first attempt. The key
measures would have to be achievements, cus-
tomer views and progression. It would mean an
overhaul of the remit and focus of Ofsted – los-
ing the straightjacket of outstanding, good, sat-
isfactory and inadequate with respect to plan-
ning would be a start. The need is for inspection
to be capable of understanding and assessing
impacts of colleges and the extent to which
they are meeting socio-economic needs.

Accountability
The current system is one dominated by meas-
ures of compliance and a focus on process. The
audit burden is significant. It is a model of
micro-managing performance to hit targets,
justify funding and tick boxes for audit
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requirements. It is the sort of system that, for
example, leaves one college principal incredu-
lous that he has to ensure one of his governors
has an individual responsibility for safeguard-
ing. Apart from the point that this is clearly a
management and not a governance matter, it
illustrates perfectly the point we have reached
where such specific guidance is routinely
being issued by the state to the governing
bodies of incorporated colleges. 

The remedy is in the shift from process to out-
comes and the related thrust for leaders to be
held to account for the impacts of their col-
leges rather than for endless specific smaller
targets. This applies to funding where, for
example, time spent on monthly compliance
reporting to funding agencies would be better
spent on putting resources to work and report-
ing annually on achievement. It also applies to
performance, where fewer, simpler measures of
impact of the work of colleges could reduce
substantially the amount of resource going
into proving that systems are working, making
savings and/or putting resources to the better
use of improving outcomes.

14
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The types of freedom from direct
state control that would be wel-
come include the following.

Freedom from:
l Targets culture and associated micro-

management
l Overuse of compliance measures
l The bureaucracy of recording, reporting

and refining data.

Freedom to:
l Invest for the medium term and to innovate
l Meet local priorities and to respond to

national ones
l Form local partnerships that are valued,

rather than required by the state
l Deploy resources to meet socio-economic

needs.

To achieve this will require:
l Local plans agreed with local partners that

form the basis for what colleges are held
accountable to deliver

l Measures of success in terms of outcomes
l Avoiding the danger of moving too fast and

destabilising colleges 
l Ensuring that people don’t simply do the

‘least they can get away with’
l Some clear ideas about models for how col-

leges could work better in the future. 

The benefits would be in meeting the require-
ments of the new Government for cutting the
costs of bureaucracy and micro-management,
decentralising power with commensurate
responsibility and encouraging enterprise and
innovation.

3. CONCLUSION: WHAT FREEDOMS
ARE NEEDED?

Colleges should be encouraged to
create local plans that are agreed
with local partners. These plans
should form the basis for what col-
leges are held accountable to deliver.
The plans would define the expected
outcomes that are of direct relevance
to the locality. 

Funding would follow the plans
allowing colleges to deploy resources
to meet identified socio-economic
needs. Flexibility in the funding would
enable colleges to deviate from their
plans as the need arose and to
respond to emerging local priorities.

The performance of colleges should
be measured on realising sustained
impacts brought about through the
implementation of these local plans.
This is the vital shift from the current
narrow focus on process to a broad
focus on outcome and on responsive-
ness to needs. The effectiveness of the
planning process should, however,
not be subject to inspection.

THE BIG IDEA...
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This mix of achieving more for less is a necessity
not just in the context of a squeeze on public
funding, but is also part of the very business
improvement models that colleges have been
adopting over the years. 

This returns us to those awkward questions:

l Can everyone be trusted to deliver better
goods with greater freedoms?

l How can the nation achieve its needs if
power is devolved to localities?

l What qualities of civic leadership are need-
ed to make the freedom work?

The model proposed for freeing colleges from
direct state control is certainly a ‘something for
something’model. By being freer to determine
medium term goals and to allocate resources to
them, by being expected to deliver socio-eco-
nomic gain and being held to account for doing
so, college leaders would face some significant
challenges. There would be an expectation of
success and there would have to be a decisive
response to failure. 

The nation can onlyachieve its needs if power is
devolved to localities in this way. The applica-
tion of national funding incentives has seldom
led to the achievement of national policy objec-
tives; there are simply too many links in the
chain for the ‘delivery chain’ to work – Train to
Gain is but the most recent example. What could
work better? Take, for example, the national
drive to encourage more STEM graduates and
technicians. The need is for the college leaders
to use resources flexibly and to be accountable
for success in making an impact on the policy
need. This means the state says what and the
local leaders show how. 

College leaders cannot expect to achieve any-
thing like as much acting alone as they could by
working with other civic leaders in the public,
private and voluntary sectors. The old tradition
of state-run public services thwarted innovation;
the recent phase of ‘new public management’
spawned the targets culture that can thwart
innovation just as successfully. The new idea of
leaders working together voluntarily and locally
to create prosperity and social welfare could be
the key to success. In this context, devolving
power to college leaders to address socio-eco-
nomic gain locally with their partners is the key
to better colleges.

Finally, creating the 'right' conditions within
which colleges are freer to deliver the goods will
require a joined up approach by Government
involving the Department of Education and the
Department for Business, Innovation & Skills. To
inform this approach, NEF will continue to work
with the further education sector and its part-
ners to develop models for how colleges could
work better in the future. This work will build on
our suggested five stepstowards freedom from
state control for further education colleges – see
Annex 2. The outcomes of this further work will
be fed into the Government's consultation on
simplifying the post-19 further education and
skills funding system and methodology.

“This is a huge opportunity for colleges to
become the economic power-houses for
their regions, helping to shape place and
generate prosperity.”

– Martin Doel 
Chief Executive, Association of Colleges

FUTURE PROSPERITY
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The challenge
The new coalition Government has promised to ‘free col-
leges from direct state control’. At the heart of ‘what could
freedom for colleges mean’, the new Government has made
it clear that the answer to this lies in:

l Saving costs of the bureaucracy of a control culture
l Encouraging enterprise and innovation by eliminating

micro-management 
l Devolving power to local people to make improve-

ments and be accountable.

This briefing note sets out NEF's suggested five steps
towards freedom from state control for further education
colleges. The five steps reflect the thinking of well respected
college principals and the findings from research studies2

undertaken by NEF over the last 12 months.

The solution
The five steps towards freedom from state control are out-
lined below.

1. New forms of governance for colleges should be
explor ed and implemented

We think freedom for colleges should mean:

l Focusing governing bodies' energies on mission,
strategic direction, values and performance

l Facilitating longer term strategic planning – a 10 
year vision and a unified five year corporate (or 
strategic) plan 

l Utilising horizon scanning and market intelligence to
determine strategic priorities

l Ensuring that governing bodies rely and act on simple,
clear information about performance

l Forming new partnerships with organisations in the
public, private and voluntary sectors to meet business
needs, serve large administrative areas and/or eco-
nomic sectors of growth. 

2. Colleges should have a freer hand in devising tr aining
to meet socio-economic needs locally and regionally

We think freedom for colleges should mean:

l Focusing on meeting local priorities and responding
to regional and national ones
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l Utilising robust market intelligence and 
performance data to determine the education and
training offer

l Competing and developing new business in any
area where opportunity can be determined 

l Developing new products, services and modes of
delivery alongside offering well-established and/or
occupationally relevant qualifications

l Having the ability to devise and accredit courses in a
similar way that universities do

l Rationalising the number of awarding bodies and
other bodies (e.g. SSCs) that influence the 
curriculum

l Changing the lower end of the age range for which
colleges cater so that colleges are able to offer a
more complete education.

3. Colleges should be able to earn and spend public
funding according t o a more flexible set of rules 

We think freedom for colleges should mean:

l Using the unified five year corporate (or strategic)
and operational plans as the basis for discussions
with strategic and funding partners 

l Ensuring there are fewer funding streams and fewer
rules for earning and spending

l Ensuring transparency in the commissioning and
contracting process

l Adopting a banded funding approach, granting flex-
ibilit y within broader funding objectives

l Attracting equal investment from individuals and
employers for adult education and training

l Allowing colleges to deploy resources to meet iden-
tified socio-economic needs

l Enabling colleges to deviate from their plans as
needs arise and to meet emerging local priorities

l Creating headroom for reinvestment through col-
leges increasing income from employer facing serv-
ices and other commercial activities.

2 Planning and Funding Cycles for the Further Education Sector,
www.neweng.org.uk/resources/Planning&FundingCyclesforFESector.pdf

The English FE System – Achieving Excellence, Fulfilling Potential,
www.neweng.org.uk/resources/ExcellenceinFE.pdf

Emerging Technologies, Emerging Markets,
www.neweng.org.uk/resources/EmTechReport.pdf



4. Colleges should embrace continuous impr ovement
within a qualit y assurance regime which emphasises
excellence not compliance

We think freedom for colleges should mean:

l Focusing on quality enhancement and innovation in
the delivery of education and training

l Establishing self determined standards of excellence
within a framework of national codes of practice

l Demonstrating excellence through organisational 
level audit 

l Reducing the levels of external regulation by, for
example, determining the minimum level of bureau-
cracy required for audit and inspections

l Ensuring alignment of criteria used in existing per-
formance and quality standards (e.g. the Training
Quality Standard, Ofsted)

l Avoiding the overuse of compliance measures
l Reducing the bureaucracy of recording, reporting and

refining data.

5. College leaders should be held to account for the
impacts of their colleges rather than f or endless specific
smaller targets

We think freedom for colleges should mean:

l Creating local plans of direct relevance to the area
agreed with local partners, which form the basis for
what colleges are held accountable to deliver

l Measuring performance on realising sustained impacts
l Adopting an outcomes-driven model within which

unnecessary targets are removed
l Utilising achievement and progression to further study

and/or work as key measures of impact
l Minimising the influence of external drivers (e.g. 

funding, accountability, qualifications) on college
behaviour

l Reducing the amount of data colleges have to collect
and produce, including the scope of information cap-
tured by the Individualised Learner Record database. 

Creating the 'right' conditions within which colleges are
freer to deliver the goods will require a joined up approach
by Government involving the Department of Education and
the Department for Business, Innovation and Skills.
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