
Briefing

Summary:

This joint DCSF and DIUS White Paper addresses the government’s intention to transfer 16-19 funding from the Learning and Skills Council to Local Authorities and create a demand-led system for adult learners. It builds on the Leitch Review’s ambitions to significantly upskill the UK’s workforce, last year’s FE demand-led system consultation and the ‘Raising Expectations’ Green Paper which signalled the government’s plans to raise the compulsory education and training participation age to 18. This White Paper proposes radical change to address the challenges raised by these initiatives, resulting in the creation of two new bodies, the Young People’s Learning Agency and the Skills Funding Agency, collectively replacing the Learning and Skills Council to spearhead two separate systems for young people and adults. It is divided into two parts:

1. ‘Supporting participation and achievement of young people.’

2. ‘Reforming the post-19 skills system to secure better outcomes for adults.’


Local Authorities Commissioning Provision:
By 2013, every young person will have access to a national entitlement that includes: the new secondary curriculum; the new Foundation Learning Tier; new functional skills in English, Maths and IT; the new Diplomas; strengthened and revised GCSEs and A Levels and an Apprenticeship or pre-Apprenticeship place for those suitably qualified. Local Authorities (LAs) will be responsible for ensuring this entitlement in their area through their new role as strategic commissioner. This will be fulfilled through:

The production of an education and training plan, which will address local needs, drive up quality, raise participation and achievement of Levels 2 and 3 by 19, and reduce NEETs. This plan will be informed by:

· Analysing and evaluating demand, including across LA boundaries within ‘travel to learn’ areas, number and quality of learner places, outcomes and progress achieved, and ensuring that the IAG National Quality Standards are adhered to.
· Identifying gaps in provision and making commissioning decisions based on analysis of strong and weak provision.
The resulting commissioning plan will provide the basis for funding, which will be determined by provision needed to be delivered by institution in each LA area, and not by learner residency. 

Operational Commissioning Models:
The consultation identifies five key elements necessary for the system to deliver transparency of funding and improve the range and quality of provision:

1. Clear requirements to deliver the National entitlement.

2. LAs should have levers for commissioning and as such will be accountable for learner outcomes.

3. A coherent system for providers with uncomplicated commissioning relationships.

4. A national funding formula that ensures transparency and avoids perverse incentives.

5. Budgetary control at each level within the system, ensuring commissioning within limits of affordability.

The system must provide a responsive funding model in order to meet the needs of the flexible nature of post-16 provision. 


The consultation document dismisses models that advocate sole control by either LAs or a national agency, and opts for a medium between the two extremes, which will have the following features:

· Sub-regional groupings of multiple LAs to commission provision.

· The creation of a Young People’s Learning Agency to have budgetary control and ability to ‘step-in’ when needed.

· Progressive devolution of power and authority to the sub-regional level.

The White Paper proposes two variants of this preferred model, depending on the strength of collaborative arrangements at the sub-regional level: 










Budgetary control is not automatically transferred to the LAs. The document stresses the need for cross-LA collaboration through these sub-regional groupings and is against LAs providing every form of provision regardless of what is available across the boundaries. The White Paper does concede that the nature of such LA groupings will vary depending on geography and demography, and that some large counties may be able to approach the task alone. However, this option is not covered in any further detail. 

The extent of devolution of powers depends on the strength of collaborative arrangements.

As a default, the YPLA will have a major role in 16-19 funding until LAs can demonstrate robust formal partnership and decision-making structures. Although not mentioned in the White Paper, its Impact Assessment suggests a possible ‘gateway’ mechanism to ensure sub-regional groups are ready to take on devolved powers. Only then will the YPLA step back, a different prospect from the more hands-off ‘stepping in’ function that the consultation proposes throughout the document.

How Related Provision is Affected: 

Changes to School Sixth Forms and Sixth Form Colleges:

The LSC will transfer key powers relating to commissioning and performance management (including intervention) directly to the home LA which will have the lead role for School Sixth Forms and Sixth Form Colleges in its area. As a result, Sixth Form Colleges are to become a distinct legal category, and will be deemed as such if an institution predominantly caters for 16-19 year olds and is designated by the Secretary of State. FE Colleges will have the option to apply for this status if their identity has changed significantly, or alternatively Sixth Form Colleges can opt out if their remit now covers a broader spectrum of learners. Both types will continue as incorporated bodies. 

Academies: are funded directly by the DCSF and will participate fully in 14-19 provision process. The Secretary of State will determine Academy funding if an agreement is not reached between the LA and Academy. 

Voluntary and Community Sector: The YPLA will draw up contracts for those VCS providers delivering nationally. Third sector providers are to be locally commissioned by LAs.

Apprenticeships: The National Apprenticeship Service (NAS) will be directly responsible for supplying places and is accountable to the DCSF for this delivery. It will provide the places through contracting employers and training providers based on the number of places needed, which will be provided by the LA.  NAS will be accountable to the DCSF and DIUS for quality assurance and intervention.

Learners with Learning Difficulties and/or Disabilities: LAs will be responsible for LLDDs’ provision until they are 25. This provision will form a distinct part of the commissioning plan and will be planned within the LA’s indicative budget with support from regional specialist brokerage where necessary.  LAs should use a multi-agency approach to planning and commission locally where possible. However, any gaps in provision unable to be met either at local or regional level will be referred by the regional group to the YPLA’s specialist team which will broker specialist provision. 

Provision in Juvenile Custody: There are 37 juvenile custodial establishments across England and Wales, within 30 LA areas. The majority of young people are held in establishments located in a different LA to where their home is. Therefore two models are proposed:

· The ‘host’ LA containing the custodial establishment would be responsible for both planning and funding custodial education as part of their wider 14-19 planning and commissioning.

· The host LA would plan and commission the education, whilst the ‘home’ LA of the young person would provide the necessary funding. The consultation recognises that there would be difficulties for the host LA in recouping costs, and the home LA in funding provision over which they had little control. 

Management of the System:
The new roles and commissioning process will be underpinned by a performance management system that will cover the following areas:

· Informed Learner Choice to Drive the System:

The system will be based on the premise that the funding follows the learner. This will be achieved through the provision and promotion of the online area prospectus and the management information it will provide, developing learner/customer feedback systems and maintaining the ‘success rate’ factor within the national funding formula. 

· Individual Institutions Accountable for their own Performance:

There should be a transparent framework for assessing performance which would cover standards achieved, provision quality, learner and employer views and value for money achieved. It would build on the Framework for Excellence model, currently being piloted within FE, and would therefore include School Sixth Forms and other providers in the pilot from September 2009.  

· Local Authorities to Expand Strong and Cease Weak Provision:

In order to address this in areas where nearby comparable provision cannot be expanded, LAs will have the options to run competitions, bring in new providers or take improvement action. The home LA will have responsibility for improving quality and raising standards in School Sixth Forms and Sixth Form Colleges, but for FE Colleges, the LA will have to work through the new DIUS Skills Funding Agency. 

· Formal Intervention in Cases of Serious Underperformance:
In cases regarding FE Colleges, the LA would have to notify the Skills Funding Agency which would take further action, whereas the LA would take the lead for Sixth Form Colleges. If necessary improvements fail to be made, the LA can withdraw ‘significant amounts of funding’ to secure alternative provision, whilst ensuring that sufficient notice is given and impact on the local area and learner outcomes are managed. 

Re-organising 16-18 Provision: Where expansion or cessation of provision is required, the White Paper believes that LAs can reshape 16-18 provision through quick and cost effective solutions such as increasing places on popular and successful courses, removing poor provision and commissioning increased numbers of Apprenticeship places. However, it cites many and varied patterns of post-16 provision which can affect young people’s access to quality provision. In particular it indicates that the case for re-organisation of 16-18 provision is strongest where post-16 opportunities depend primarily on where a young person went to school, and therefore expects LAs to lead in order to effect change. The White Paper proposes that Government will action the following:

· Review the 2004 ’principles of 16-19 organisation’.

· Bring 16-19 competitions in line with school competitions, and managed by the LA.

· Continue Sixth Form and FE ‘presumptions’, as this expansion of high quality places will only benefit collaboration rather than cause conflict. The presumption criteria will be changed to extend the eligibility period, introduce a requirement for evidence of local collaboration supporting the presumption proposal, and demonstrate the local provision context and better progression routes. Similar requirements will be applied to all publicly funded schools with sixth forms, including Academies.

LAs Accountable for Outcomes Achieved: this will be ensured through the new local government performance framework comprising the Local Area Agreement, its underpinning National Indicator Set and the Comprehensive Area Assessment. LAs will be able to draw on support for the commissioning process from the Regional Improvement and Efficiency Partnerships, and any major system problems will be dealt with by the YPLA.

Data Management: will be provided through the continuation of three separate data services for schools, FE/WBL and HE, ensuring a single data conversation between each institution and its one respective data service. The YPLA will provide national and regional data analysis based on the three services to LAs and regional groups. However, local data provision is not mentioned.

Funding:
Process: The funding methodology will be based on the 2006 ‘Raising Skills’ White Paper principles of comparable and transparent funding that follows learner choice and facilitates collaboration.

1. The YPLA will provide an indicative budget at the beginning of the commissioning process for LAs. 

2. Final budgets will be based on the agreed commissioning plans and each LA will receive a budget for the institutions in its area, not its residents. This will take the form of a 16-18 grant alongside the Dedicated Schools Grant. 

3. Reconciliation will take place between the commissioning plans and actual outturn each year, which will adjust funding as necessary for the next year. 

Funding will continue beyond the learner’s 19th birthday for the duration of their course. LAs will fund LLDDs until their 25th birthday. A separate funding formula will be devised for juvenile custody provision, as the complex learner needs and short term nature of this provision prevents it being funded ‘by course’.

Capital Funding: capital plans will support delivering the entitlement and raising the participation age through the following proposals:

· The YPLA will hold the 16-19 capital pot, which will be used to support 16-19 competitions, presumptions and re-organisations. The regional planning groups will provide advice to the YPLA in determining priorities.

· The Building Schools for the Future programme must play a key role in supporting each area’s 14-19 provision. Sixth Form Colleges will be brought into the BSF programme.

· LAs will work closely with the YPLA and the DIUS Skills Funding Agency to align BSF with the FE modernisation fund to provide a coherent programme for both young people’s and adults’ facilities.

IMPLEMENTATION:
As LAs have not been accountable for FE provision for over 15 years, the consultation proposes a transition process and timetable during which time staff are transferred, new structures developed and capability built:

· From September 2008: Shadow structure begins.

The LA is expected to take a lead in planning provision. The LSC will identify 14-19 related staff to work with the LA whilst performing existing functions. They will receive more input from the LA, who may wish to instigate co-location or pooled teams to assist the process.

· Academic year 2008/09: LSC planning and commissioning cycle is shadowed by the regional planning groups.

These groups are already being established by the LSC and Association of Directors of Children’s Services (ADCS).

· By January 2009: Sub-regional group structures agreed.

LAs will need to form collaborative groupings, which will determine their geographical coverage and devise their operational and planning structures. Government will sign off these proposed structures to ensure full national coverage and allow structures to operate. 

· By March 2009: Sub-regional groups operational.

· From April 2009: The National Apprenticeship Service will be in place. 

The shadow system of the two distinct structures for adults and young people will begin to operate at this point. 

· By September 2009: Full shadow system fully in place 
· From September 2010: Formal duties transferred and system fully in place. 

This will include the transfer of funding to LAs in academic year 2010/11.

· 2011/12: 14-19 funding formula implemented at the start of the financial year.

Part 1 concludes with the reminder that LAs and the LSC will need to work together closely to achieve successful transition. The White Paper recognises that the skills and experience of LSC staff are crucial to the transition process, however although it goes on to assure that LSC staff need to be given clarity about their future and how their post will fit into the new system, no other information is provided in this document. The accompanying Impact Assessment does acknowledge the risk of destabilisation of the LSC caused by future uncertainty but is confident that open and honest communication will mitigate this.


RATIONALE AND KEY PROPOSALS:
The White Paper identifies key elements that are being taken forward as a result of the Leitch Review which underpin this consultation:

· Evolution of a Demand-Led System: Employers’ needs will be met through the expansion of Train to Gain, the employer skills brokerage service. From April 2009, it will be integrated with Business Link, the provider of general business support brokerage. Learner needs will be met through the introduction of individual Skills Accounts, which will be trialled in the South East and Midlands from Autumn 2008.

· Integration of Employment and Skills: The UK Commission for Employment and Skills (UKCES) will become operational from April 2008. It will have an independent oversight role on behalf of Government and give employers a ‘new and influential voice’ in determining employment and skills services, whilst simplifying the system.

FUNDING AND COMMISSIONING:

The Skills Funding Agency
The consultation proposes to create a new Skills Funding Agency (SFA) which will facilitate the changes under Leitch and meet the skills needs of adults and businesses. This smaller streamlined agency will take over the post-19 remit once the LSC ceases to exist from Autumn 2010. It will be a funding body, with no involvement in planning, and designated a ‘Next Steps Agency’ with a relationship to Government similar to that between the DWP and Job Centre Plus. It will be accountable to parliament and DIUS, and its core function will be to transfer funds to education and training providers. In addition, it will

· Manage the FE sector incentive structure.

· Intervene where colleges are failing.

· Manage the National Apprenticeship Service, the adult advancement and careers service and the National Employer Service.

The SFA will also be responsible for LLDDS over the age of 25 and incorporate the co-financing function for the European Social Fund, currently held by the LSC. 

The SFA will allocate indicative budgets on a regional basis through two services:

Learner-Led Funding – Skills Accounts

Skills Accounts will drive demand-led funding and provide purchasing power for learners, who will be able to access £500m of learner funding in 2010/11 and £1.5 billion in 2015. Learners will receive an online record which will show their achievements and how much employers and Government  have invested in their learning.
Employer Led Funding – Train to Gain
This service will be funded through the ‘employer responsive model’ in which payments will be made in arrears to employers upon delivery of learning. Under 19s not on Apprenticeships will be covered.
Personal and Community Development Learning: The White Paper makes reference to this area of learning by stating that whilst the primary focus will be on funding skills and qualifications with economic value, the SFA will continue to support local ‘informal’ opportunities for ‘personal enrichment’, and is currently consulting on ways to support this activity and incorporate into the SFA’s remit. 
Strategic Focus of the SFA
In addition to the demand-led funding remit, the SFA will also have a strategic demand role, in order to build capacity within the FE sector to deal with strategic skills pressures. This will take two forms: addressing predictable skills issues for known projects, such as the Olympics, and  dealing with skills issues caused by sectoral/regional economic change and ‘economic shocks’, such as large scale redundancies. At a regional level, the SFA will commission through competitive tendering to fill provision gaps, use capital funds and work with Business Link. At a sub-regional level, the agency will contribute to Local and Multi- Area Agreements, support the Employment and Skills Boards where they exist and work with Jobcentre Plus to ensure suitable training provision for their clients. 

SPONSORSHIP OF THE FE SYSTEM:
Although the FE sector is self-regulating, the SFA has responsibility for performance management and will be the single point of intervention for both pre and post-19 performance, continuing the LSC’s performance management strategy and framework. Where there are instances of viability issues for individual colleges, the SFA will convene a ‘case conference’ with the YPLA and LA to determine the best course of action for continuing FE provision, such as issuing a Notice to Improve, closure or merger. The White Paper recognises that FE Colleges are autonomous, and the SFA will support institutions as they develop new business models, involving the commissioning LA if affecting pre-19 provision.

AN INTEGRATED SYSTEM: OTHER FUNCTIONS OF THE SKILLS FUNDING AGENCY:
In addition to its funding and performance management functions, the SFA will also manage the following services:

· The adult advancement and careers service: Expected launch is August 2010, this unified service will amalgamate learndirect and nextstep and contain a single phone number, website and high street brand. The SFA will set its targets and service specifications. 

· National Apprenticeship Service: In the immediate future, the NAS will sit within the LSC, and then under the SFA, with the NAS Director reporting to both Secretaries of State for DIUS and DCSF. It will have responsibility for coordinating Apprenticeship funding, providing a national ‘Matching Service’ for employers and learners, marketing and promotion of Apprenticeships, overall ownership of the programme content and develop an Apprenticeship Agreement model. It will work closely with Train to Gain and the National Employer Service to ensure that employers ‘experience a no wrong door service’.

· National Employer Service: Established in 2005, this service will continue to provide a single point of access for employers containing over 5000 employees seeking solutions to their skills needs. It will work in conjunction with Business Link and Jobcentre Plus to provide an integrated service to meet recruitment and in-work support needs. The NES will also have responsibility for signing large employers up to the Skills Pledge. 

· Financial Support for Learners: The SFA will cover strategic delivery of financial support to adult FE learners, taking over the front-end delivery when the LSC (and then YPLA) contract expires in 2013. 

· Offenders Learning and Skills Service: The SFA will have joint responsibility with the National Offender Management Agency for funding adult offender learning, setting targets and monitoring performance. The White Paper intends for an integrated approach for young and adult offenders in conjunction with the YPLA.

AN INTEGRATED SYSTEM: HOW THE SFA FITS INTO THE WIDER SKILLS LANDSCAPE:
The White Paper concludes Part 2 by describing the wider skills landscape in which the SFA will operate, chiefly divided into four key areas: 

· Empowering the sector  - the merger of the Quality Improvement Agency and the Centre for Excellence in Leadership to produce a new improvement body by Autumn 2008, and the ability for colleges to now offer their own qualifications.

· Joined-up national commissioning - the SFA will be charged with taking forward developments to produce a coherent and simple employment and skills system through joint commissioning processes.

· Integration with HE - HE and FE are increasingly working together, and the upcoming ‘Higher Skills Strategy’ will outline the Government’s intentions for HE to become more employer-responsive. The ‘HE student support guarantee’ (maintenance grant) will assist student transition support from FE to HE, with mergers of FE and HE support products/services a future possibility. 

· Data collection and use – The 2006 FE White Paper created two new bodies to facilitate FE reform. The FE Information Authority sets standards for data collection and reporting. The FE Data Service will then collect and report this data, and will sit within the SFA. A new payment system will be investigated to support the demand-led system, and the White Paper suggests the FE Data Service could house Managing Information Across Partners (MIAP) functions including the Learner Registration Service, which assigns the post-14 unique learner number.


Karla Phillips, Policy Officer

3rd April 2008
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Part 2: ‘Reforming the post-19 skills system to secure better outcomes for adults.’





The Preferred Model:








What Happens Next:





Deadline for your comments to be submitted for the KCC response:  Friday 9th May 2008


DCSF/DIUS consultation deadline: Monday 9th June 2008


Please send your responses to:	   Karla Phillips


   Room 2.71, CFHE Policy Unit, 


   Sessions House, Kent County Council, County Hall, 


   Maidstone, ME14 1XQ








Model A





Model B





Young People’s Learning Agency


A Non Departmental Public Body operating nationally and regionally to enable plan-led funding based on accurate mapping of demand and performance, and secure budgetary control. It will:


Provide indicative regional budgets


Establish a national planning and commissioning framework


Provide a strategic analysis service and management information to support commissioning


Manage the national funding formula and advise on qualifications funding;


Deliver learner support;


Manage national and regional contracts for national/specialist providers;


Possess intervention powers to secure budgetary control and deliver the statutory entitlements.





Regional Planning Group


(x9 nationally, each has: LAs, Regional Development Agency, Government Office and Skills Funding Agency) Will have ultimate sign-off for LAs’ commissioning plans. Must ensure plans are affordable, can deliver the Entitlement and are in line with regional economic development strategies











Manages FE College Commissioning





Local Authority


Manages School Sixth Forms and Sixth Form Colleges


Develops commissioning plan


Strategic analysis





National Level





Sub-Regional Group





Shared governance arrangements


Clear decision-making & escalation structures


Inclusion of ‘travel to learn’ patterns in planning


Remit:


Moderates commissioning plans





Sub-Regional Group





This group of LAs has less developed collaborative arrangements.





Remit: 


Moderates commissioning plans





Sub & Regional Level





Local Level





Manages FE Commissioning


Through either joint-governance, a single designated LA or each LA carrying out task for FE Colleges in their area)
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