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Ministerial

foreword

Our two departments are tasked with arguably the most important job in Government today —
improving the education and skills of our nation.

We must ensure that all young people can achieve well through education and training. We must
enable today's adult workforce to gain new skills and qualifications. And, in the coming years, we must
ensure that everyone can continue to improve their skills throughout their life.

At the time of writing, 77% of 17 year-olds are engaged in some form of education or training. We are
now raising our sights so that by 2015 all young people will stay in education or training at least to 18,
developing the skills and gaining the qualifications they need for successful adult life.

The legislation currently before Parliament provides the framework and the impetus to make that
change happen. But its success depends on a radical transformation of our education and skills sector;
and on a major cultural change reflecting higher aspirations for all young people. A central part of that
transformation is that every young person will be entitled to a new curriculum and new qualifications,
including 17 new Diplomas and the guarantee of an Apprenticeship or pre-Apprenticeship place, so
that every young person can be learning in a way that motivates them and prepares them for life.

This transformation requires strong local leadership in every area. That leadership will come from
local authorities, who will have clear responsibilities for delivering the new entitlements for all young
people. In parallel, they are assuming responsibility for the Connexions service and for developing
integrated youth support services. By bringing all of these vital responsibilities together we are
significantly enhancing the role of local government and placing in their hands the responsibility for
ensuring that the participation age can be raised successfully.

Our proposals mean that local authorities will assume responsibility for commissioning and funding
education and training for all 16-18 year-olds. But they cannot do so successfully by acting in
isolation. In the first place, we want to keep aspects of the existing national system, especially the
national funding formula. And secondly, because young people so frequently travel to learn across
local authority boundaries, local authorities will need to work together in order to carry out their
commissioning role.

Schools, colleges and other providers are the organisations that are directly responsible for educating
and training young people. The commissioning and funding system will support them to make
a success of their joint efforts. We want the commissioning system to be as simple as possible;
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to respect the autonomy of individual institutions and the differences between different types of
institution; and to ensure that young people are offered the best and standards continue to rise.

We will make it a priority to ensure a smooth and efficient transition to this new system, so that
outcomes continue to improve for young people in education and training now. Through the
transition, we will continue to support the Learning and Skills Council to drive up standards and
participation levels and will work with local authorities to manage the devolution of power.

If we succeed in our goals for the young people who will reach the age of 18 over the next decade
we will have a huge impact on the life chances of that generation. They will expect to have the
opportunity to gain new skills and qualifications through their working lives. In the short term, we also
have a big job to do supporting our current workforce and their employers.

When Lord Leitch wrote his definitive report on the future skills needs of the UK, he reported that
70% of the 2020 workforce had already left compulsory education. That figure has already risen to
around 74%.

As urgent as the need to deliver our goals for young people, is the need to give adults already in the
workforce — or, even more crucially, who are out of work — the skills they need to succeed.

We have set our 2020 skills ambitions, and set out our policy programme to achieve the formidable
tasks on the road to 2020; but new tasks often need new tools and new approaches. The movement
of duties from the LSC into local authorities presents us with a simultaneous opportunity to
rejuvenate and reconfigure our delivery mechanisms for adult skills and to fit them to the remit of the
Department for Innovation, Universities and Skills.

In particular, to deliver our ambitions not just for a qualified workforce but a skilled workforce, we
must ensure that public funding for qualifications and training deliver economically valuable skills. And
to do this, we must ensure that when employers and individuals go to colleges and training providers
for solutions, what they get is the skills they really need, delivered in the way they need and to the
highest standard.

At the same time, we will expect colleges to work more closely with Jobcentre Plus to develop an
integrated employment and skills service that can not only help people come off benefit into work
but ensure that they keep their job and gain new skills.

Colleges will also have an important role in delivering the more basic skills that are needed for work
and which can be the first step towards vocational qualifications.

We propose to create a new, streamlined Skills Funding Agency, designed to oversee the
development of the FE sector and to route public funding effectively to where it is most needed.

The LSC has had considerable successes in driving up quality and volumes of skills supply, but we now
need to develop the post-19 funding mechanisms for a training and education system in which the
volume of funding determined by the demand of employers and learners will grow significantly in the
years to come.
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The new agency will also, under our proposals, house a range of other functions vital to the effective
operation of the FE sector, including the new National Apprenticeship Service (NAS) already
announced by the Prime Minister. This will ensure that we bring together in one place the elements
of the training system which depend critically on engagement with employers (the NAS, the National
Employers Service, and the Skills Pledge and support for Train to Gain).

The publication of this consultation document marks the beginning of a period of discussion

and debate with those most affected. The issues it addresses, while concerning the Machinery of
Government, are vital to the creation of a strong, effective system for meeting the skills needs of our
nation and the entitlements of our young people. We hope you will consider them carefully, and
respond to our consultation.

L T D

Ed Balls John Denham

Raising Expectations: enabling the system to deliver
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Summary

We want every 16 and 17 year-old to participate in education or training, and we want every
adult to have the chance to improve their skills in order to find work or progress in their current
employment. The changing nature of the world economy makes increasing participation in
education and training an urgent necessity.

Raising Expectations: enabling the system to deliver for young people and adults

2.

Since its creation in 2001, the Learning and Skills Council has helped drive significant progress
towards its goal of improving the skills of England’s young people and adults to create a
workforce of world-class standard. Together with schools, colleges and other providers, the
LSC has delivered year on year improvements in participation and success rates, with more
young people and adults than ever before gaining the skills and qualifications that employers
need and value. 87% of all 16 year-olds are now staying on in education or training, and over a
quarter of a million young people are on an Apprenticeship programme.

We have also seen year on year improvements in attainment, with 73.9% of 19 year olds
achieving at least level 2 qualifications (equivalent to at least five higher grade GCSEs) in 2007;
and 48% achieving level 3 (two A levels or the equivalent). Over two million adult learners have
achieved a first qualification in literacy, language or numeracy since 2001, and over 1.7 million
more adults have achieved a level 2 qualification. AlImost three quarters of the adult workforce
are now qualified to at least level 2 and over half are qualified to level 3.

To maintain this progress, the system needs to respond to new challenges. As this document
is published, there is a Bill before Parliament to raise the participation age. Our ambition is for
every young person to be pursuing a programme which engages them and enables them to
progress in learning and employment. Successfully implementing this vision will require clear
local leadership in every area. We want local authorities to provide that leadership.

In June 2007, as part of the Machinery of Government change, we announced that funding for
16-18 participation would transfer to local authorities, subject to consultation and the necessary
legislation. This gives local authorities clear responsibility for 14-19 provision, in line with their
responsibility for commissioning children and young people’s services, and enables them to
take decisions locally about how services can best be delivered for young people.
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Alongside the challenge to ensure that an appropriate and engaging learning opportunity
is accessible to every 14-19 year-old, is a drive within the adult education and skills market
towards a more dynamic, demand led approach.

This consultation paper proposes two new systems responding to these challenges and
reflecting the different needs of young people and adults. In the system for young people,
responsibility and accountability is given to local authorities, to deliver the right education
and training provision for every young person in their area. The system for the adult sector is
focused on establishing a market which rewards success and brings together education and
skills in a high quality offer to respond to the needs of adults and employers.

Across all parts of the education and training system it will be critical to intervene less where
there is success but take robust action where there is failure. As we make this change we
will commit to minimising unnecessary costs and bureaucracy and to creating a light touch
environment that supports those delivering learning and training to focus on success.

Young people

For 14-19 year-olds we aim to build on the success of the current system while enabling local
authorities to drive increased achievement in every local area. Our preferred approach has four
key features:

Local authorities will discharge their responsibilities to provide a place in learning for every
young person through strategic commissioning.

Local authorities will cluster together in sub-regional groupings reflecting travel-to-learn
patterns to commission provision for young people across the wider local area.

This will be supplemented by a slim national Young People’s Learning Agency, which will have
responsibilities for budgetary control and for securing coherence in the event that agreement
cannot be reached locally.

There should be progressive devolution of power and authority to the sub-regional level as
the collaborative arrangements become stronger, successful and more formal.

Local authorities will judge demand for different forms of provision, and the extent to which
the available supply meets that demand and makes a full reality of the new entitlements to
Diplomas, Apprenticeships and the Foundation Learning Tier. They will then decide where
to commission more provision, where to expand the best provision to fill gaps, and where to
remove the least effective provision. In doing so, they will aim to make the new entitlements
available in full to all young people at the highest possible standard.

Based on this, and as part of its Children and Young People’s Plan, the local authority will produce
a commissioning plan for young people’s learning. When it has been agreed, it will provide the
basis for funding allocation. Funding will follow the learner’s choice and comparable funding will
be provided for comparable provision within a national funding formula, which will continue
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on a very similar basis to the current formula. Local authorities will be funded according to the
institutions which are in their area — not according to where young people live.

It is vital that the system enables local authorities to fulfil this new commissioning role, and is
neutral between different types of provider in deciding where provision should be located.
Nonetheless, it must recognise the needs of different types of provider. Further Education (FE)
Colleges and training providers in particular may draw students from many local authority
areas and we do not want such colleges to be required to manage multiple dialogues with
local authorities. Achieving a workable model will therefore require local authorities to work
together to develop and implement plans. Local authorities will be expected to form groups
to commission provision. This will be supplemented by a national Young People’s Learning
Agency, which will have reserve powers to step in to secure coherence of plans and budgetary
control in the event that agreement cannot be reached.

As a minimum, we would require local authorities to come together in sub-regional groupings
to: share their 16-18 commissioning plans; analyse together how learners move across and
within their borders and make sure that their collective plans accommodate them; aggregate
demand for Apprenticeships in each plan in order to commission the National Apprenticeship
Service (NAS); and decide who is responsible for leading the planning, commissioning,
procuring and funding for each college and provider in the region.

We will progressively devolve more power to sub-regional collaborative groupings as the
strength of those groupings increases. Where groups are less well established and less formally
constituted, the Young People’s Learning Agency will have an important role especially

in commissioning General FE Colleges. Where sub-regional collaborative groupings can
demonstrate that they have the governance and decision-making structures and operational
rules in place to take on this role, then they will do so.

A key part of the new curriculum and qualifications entitlement is that from 2013 every suitably
qualified young person should be entitled to an Apprenticeship place. Local demand will be
identified by each local authority, aggregated within the region and agreed with the NAS.

It will then be the task of the NAS to provide the necessary Apprenticeship places (through
contracting with employers and training providers) to deliver the entitlement in every part

of the country. Funding will be transferred to the NAS at national level, to reflect total agreed
demand; and the NAS will be accountable to the Department for Children, Schools and Families
(DCSF) for the delivery of sufficient places for 16 and 17 year-olds. Similarly, for specialist and
third sector organisations that operate at a national and regional level, there should be a single
contract covering all these operations in a region. These contracts would be drawn up by the
Young People’s Learning Agency on the basis of aggregated demand from local authorities.

Local authorities will come together as a regional planning group in each of the nine
Government Office regions to consider and agree the overall commissioning plan for the
region. The Regional Development Agency (RDA) will co-chair this group, which will be
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convened by the Young People’s Learning Agency and include representatives from the
Government Office and the adult Skills Funding Agency.

In the new system, local authorities will be primarily responsible for planning and funding

of provision for learners with learning difficulties and/or disabilities (LLDD), who have an
entitlement to education or training up to the age of 25, and for the education and training of
young people in juvenile custody. It is important in both cases to be as consistent as possible
with wider arrangements for all young people.

These new roles and the new commissioning process must be underpinned by a strong
performance management system. As local commissioning will be based on analysis of local
demand, and funding will follow the learner, this will be an incentive for providers to deliver
learning that young people want and that is of good quality. Institutions will retain clear
responsibility for their own performance and be held to account against a clear framework of
measures Common across providers.

Through the planning and commissioning cycle local authorities will be able to expand

strong and cease to fund weak provision. Local authorities will also have powers to lead more
significant reorganisations of 16-18 provision where this is necessary. Ultimately, there will be
robust intervention where there is serious underperformance. We will ensure that this system
is supported by excellent data, collected in a low-burden way, shared efficiently and in a timely
way with those who need it.

National Government will continue to have a role in managing the strategic direction of the
system, maintaining the national funding formula, setting expectations and providing the
necessary resources to deliver. The main mechanism to hold local authorities to account for
14-19 provision will be the new performance framework set out in the Strong and Prosperous
Communities White Paper.

Adults

Upskilling the adult workforce is the key to creating a high-skill, high-productivity nation. Almost
three quarters of the workforce of 2020 have already left compulsory education. In our response
to the independent Leitch Report' — the seminal report on the UK's skills needs - we set out in
World Class Skills’ and related documents® how we will work with our partners, employers and
individuals to rise to the skills challenge.

The LSC has successfully hit all its targets, but the ever-increasing pace of change means the
skills landscape too must change, and itself be flexible and responsive to new challenges.

Two key features in particular of our ambitious policy programme dictate that structural change
is necessary: the aim of a demand-led system, and the integration of employment and skills.

1

2.

3

Dec 2006 Prosperity for all in the global economy - world class skills
July 2007
In Work, Better Off and Ready to Work, Skilled for Work
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The advent of Skills Accounts and the growth of Train to Gain herald a radically different model
of organisation of the skills system, where the role of Government is to ensure that customers
are empowered, well-informed and well-supported, so that demand can lead supply.

The integrating employment and skills agenda — which will strengthen and grow in the
coming years, as the Government pursues its twin socio-economic goals of 80% employment
and higher productivity — also requires a refreshed approach. In particular, it will require ever-
closer co-operation and alignment between the activities and agencies of the Department of
Innovation, Universities and Skills (DIUS) and the Department for Work and Pensions (DWP), as
set out in Opportunity, Employment and Progression®.

To support these policies and strengthen the system we will create a new Skills Funding
Agency. It will be a focused, streamlined agency, close to Government and with an operational
role. It will have national and regional presence, deploying its activities and resources flexibly to
reflect the fact that skills needs are manifested in sectoral, regional and sub-regional patterns,
and rarely follow local authority geographies.

The key role of the new Skills Funding Agency is to ensure that public money is routed swiftly,
efficiently and securely to FE Colleges and providers following the purchasing decisions of
customers. It will build on the considerable successes of the LSC. It will be responsible for
ensuring that public funds are best used to complement the much larger private investment
which is made in adult skills and training. The majority of its funding will flow in direct response
to customer choices through Train to Gain and Skills Accounts.

Coupled with making payments, the agency will also manage the framework and the
development of the FE service. This includes responding to strategic skills pressures and
bottlenecks, securing dynamic market exit and entry, creating a funding and incentive
structure that prioritises responsiveness to customers, and ensuring availability of good public
information. It will be a funding body, not a funding and planning body.

The Skills Funding Agency will be responsible for ensuring that the overall environment or
‘trading conditions’ in FE created by Government are highly supportive of upskilling to meet
the nation’s needs. The Skills Funding Agency will therefore be responsible for the performance
management of FE Colleges. It will also be the single point of intervention where either pre- or
post-19 performance of FE Colleges does not meet nationally agreed minimum standards.

As announced in World-class Apprenticeships: Unlocking talent, Building Skills for All> we are
creating a new National Apprenticeship Service to take end-to-end responsibility for the
Apprenticeships programme, including ultimate accountability for national delivery of targets.
The NAS will be a discrete service, led by a Director reporting to the Secretaries of State of DCSF
and DIUS, and managed within the Skills Funding Agency.

4. November 2007
5. January 2008
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The agency will also manage the National Employer Service (NES), the single service for
employers with 5,000+ employees. The relationship between NAS, NES and Business Link will be
close, so that employers experience a ‘'no-wrong-door’ service.

As a key part of creating a genuinely demand-led system, the Skills Funding Agency will lead
the development and management of the new England-wide adult advancement and careers
service. It will play a vital role, with Jobcentre Plus, in boosting individual demand for skills

and guiding people to the right training to meet their needs and help change their lives.

The agency will, in the long term, be responsible for all programmes of financial support to

help adult learners meet the additional costs of learning in FE that could otherwise prevent
them from participating; although a single delivery contract managed by the Young People’s
Learning Agency will be kept in the medium term to unify the delivery of most financial support
for young people and adults.

The Skills Funding Agency will also be responsible for setting targets and monitoring
performance of the Offenders Learning and Skills Service (OLASS), which it will do jointly with
the new National Offender Management Agency.

The Skills Funding Agency will have a close relationship with DIUS policy functions, similar

to the DWP/Jobcentre Plus relationship, in order to minimise the need for sponsoring and
oversight functions in DIUS and get the tightest connection between policy and delivery. Like
Jobcentre Plus, it will depend on clear rules and operating procedures to give the necessary
assurance that public money is being used equitably, according to national priorities as defined
by Government. As now, there will be a national funding system, with consistent, transparent,
national funding formulae, tariffs and subsidies.

The UK Commission for Employment and Skills will advise Government on how we can make
it simpler for employers and individuals to access the welfare and skills system in England.
We will ask the Commission to make recommendations on how the ‘user experience’ of the
employment and skills system can be simplified, including by ‘hiding the wiring" and creating
clear pathways for customers.

The 2006 Raising Skills Improving Life Chances White Paper set out our ambition to develop a
new relationship with colleges and providers which would reinforce their autonomy within a
significantly deregulated operating environment, including the new proposals for qualification
deregulation for colleges and employers.

Then in November 2007 the Government, in partnership with the Centre for Excellence

in Leadership (CEL) and the Quality Improvement Agency (QIA), published a consultative
prospectus for a new sector-owned improvement organisation to be created through bringing
CEL and QIA together. Rapid progress is being made to establish the new body so that it is
ready to take on the responsibility for development and improvement. The aim is for the new
organisation to be fully up and running by autumn 2008 and to become a major player in
enabling a self-improving, self-requlated sector.
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The second element of FE self-regulation is a sector-wide representative group which has been
set up by the main college and provider representative organisations and is wholly owned and
managed by them. It will work with the new sector-owned improvement organisation to raise
the performance of the FE sector. As it develops its representative function, it will seek to provide
a coherent position on relevant matters of interest to the whole of the sector on behalf of the
sector.

The challenges to our country brought about by global social, economic and environmental
change are only likely to increase. It is imperative that the new landscape we create is not only
streamlined and effective but also adaptable, and in ways which cannot be predicted today.
The proposals in this document give the adult skills system the dedicated agency needed

to reflect the vital importance of the skills agenda to our economy and society. Built from its
inception to be innovative, streamlined and to have the needs of the adult workforce and
employers at its heart, the Skills Funding Agency will be a sharp and effective tool to allow us
to realise our ambitions for a world-class, demand-led system. Our goal is a skills and FE system
which targets support for individuals and employers where it is needed most, and allows
colleges and providers to deliver the excellent service we must have as we move towards a
sustainable vision of a high-skills, high-employment, high-productivity nation.

Raising Expectations: enabling the system to deliver
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PART 1:
Supporting participation and

achievement for young people

Chapter 1: Introduction

1.1

1.2

1.3

1.4

We want every 16 and 17 year-old to participate in education or training. The benefits of
participation to the individual, the economy and society are well documented. Those who
participate for longer are more likely to be in work and to earn well, more likely to be healthy
and live longer and less likely to suffer crime or the effects of deprivation. The economy benefits
from higher skill levels in the population; and society as a whole benefits not only from greater
affluence, but also greater cohesion, if all its members are able to contribute.

The changing nature of the world economy makes raising participation in education and
training not merely highly desirable but an urgent necessity. Economic activity will move to
wherever in the world it can be carried out most competitively. As the impact of this grows, the
skills of the workforce will be a decisive factor in our continuing to be a high wage economy.
The Leitch Review of the skills needs of the economy points out that, on current trends, there
will be only 600,000 unskilled or low skilled workers in the UK economy in 2020 compared to
over three million now. If all young people are to have opportunities to take part in our high-
skill economy of the future we need all of them to learn and develop ready to do so.

The wellbeing of our society as well as its wealth depends on the education of its population.
As sources of information and influence become more varied and less subject to scrutiny;

as traditional sources of authority decline in importance; and as the diversity of society and
personal experience increases, so the importance grows of having an educated population,
capable of independent thought and judgement, able to live and work with others
harmoniously.

In this context, those who drop out of education and training without the skills and
qualifications they will need to make a success of their lives will face a bleak future: as the
number of non-participants shrinks, the disadvantage they may suffer grows. We cannot allow
a small, disadvantaged group to leave prematurely, knowing that they do so unprepared for life
and work.
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As this document is published, there is a Bill before Parliament to raise the participation age —
to require all 16 and 17 year-olds to participate in some form of education or training. Subject
to Parliamentary approval, we intend this new requirement to be fully in place for 16 year-
olds by 2013 and for 17 year-olds by 2015. The young people who will be affected first by

this legislation, if it is passed into law as it is, are in Year 6 now, starting secondary school this
September. Changing the law will galvanise action in schools, colleges and in all services that
support children and young people — in line with the ambitions we set out in the Children’s
Plan. We want the legal change to play a key part in stimulating change throughout the system,
so that this generation of young people is kept engaged throughout secondary schooling, and
provided with new opportunities up to the age of 16 and beyond, so that each can succeed
and achieve.

Over recent years participation among 16 and 17 year-olds has increased, and attainment

of young people post-16 has risen sharply with, for example, the proportion of 19 year-olds
who achieved level 2 qualifications up from 66.4% in 2004 to 73.9% in 2007. The Learning and
Skills Council (LSC) has played an important part in these achievements, in support of schools
and colleges. It is vital that the drive to increase participation and attainment is maintained.
However, successful implementation of our plans to raise the participation age will require a
major cultural change. Central to implementation will be:

making sure that the new Key Stage 3 curriculum is implemented successfully for the young
people starting secondary school in September 2008 — so that schools have better
opportunities to help those who fell behind at primary school to catch up;

making sure that there are routes available to every young person in Key Stage 4 and post-16
which can engage them and enable them to progress — through making sure that the new
qualification routes (Diplomas and the Foundation Learning Tier) are available to all;

making sure that the right guidance and support are available to all young people — through
the transition of Connexions to local authorities, and the development of Targeted Youth
Support to ensure that every young person can receive the help they need with any
problems they face;

making sure that those young people who need it get financial support;

supporting every young person to make the transition from pre- to post-16 learning
successfully — implementing the September Guarantee to every young person of a place in
learning straight after they finish Year 11, and extending this to age 17; and

engaging those young people who will be affected first, their parents or carers and their
teachers — so that they know what to expect and what opportunities will be available and
can begin to think about the future and aspire.

To do this, we will need clear local leadership and a single point of local accountability for the
whole of the 14-19 phase of learning. Raising the participation age means that the need to
make sure that the right opportunities are available in each area and to integrate learning and
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support services is greater than ever — so that each young person can get the right range of
opportunities and the right support to make good choices which work for them.

We want local authorities to provide that leadership and we therefore propose that
responsibility for the funding and organisation of 16-19 learning should transfer from the

LSC to local authorities in England. Local authorities are already accountable for how well
children’s services in their area meet the needs of young people and for the outcomes which
are achieved. They will be able to integrate their new role with regard to post-16 learning with
their existing responsibilities for services for children and young people, and their leadership of
Children’s Trust arrangements. As responsibility for Connexions services transfers to them, they
are also taking on responsibility for commissioning the broad range of advice and guidance
services — from careers guidance to more targeted support for those young people at risk — and
developing integrated youth support services, including transforming the range of positive
activities available to young people.

It is our intention to bring forward legislation to effect this change at the next available
opportunity. We want the formal transfer of funding to take effect from 2010-11. And within the
existing legislative framework, we intend to move as far and as fast as possible to increase the
local authority voice in 16-19 provision. In this document, we set out for public consultation our
proposals for transferring responsibility, subject to legislation, and for moving towards this goal
in the shorter term.

The key elements of this change are:

a clear role for local authorities to identify demand and plan provision to meet the needs of
young people;

an operating system in which local authorities can commission the provision that is needed;

a performance management system which ensures that the system raises standards for
young people;

a funding model which ensures that money reaches providers appropriately; and
a plan for managing the transition from the present to the future.

Our key proposals in these areas are set out for consultation in this document.

Raising Expectations: enabling the system to deliver
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Chapter 2: Local authorities

commissioning provision to
meet the needs of young people

Summary

To enable local authorities to lead the system to respond to the needs of young people,

we need to do more than change the way that funding flows, important though that is.

We need to give local authorities clear responsibility for commissioning provision, and a
process for doing so which ensures that all young people are able to access suitable learning
opportunities, wherever they live and whatever their needs and interests.

We want every young person to be pursuing a programme that engages them and prepares
them for success in life. By 2013 young people will be entitled to a new, wider choice

of options: this will include a new Foundation Learning Tier for those working below

level 2, new functional skills embedded within all qualification routes, 17 new Diplomas,
strengthened GCSEs and A levels, including a new extended project, and an Apprenticeship
place for every young person who wants one.

Local authorities will be responsible for making a reality of this national entitlement in their
area. They will analyse demand from young people, ensuring that choices are informed by
good information, advice and guidance. They will compare the pattern of demand to the
existing pattern and performance of provision locally, and work with schools, colleges and
other providers to assess the best way of filling any gaps and promoting quality.

This analysis and these decisions will lead to a commissioning plan agreed within and
without the area, as part of the local authority’s Children and Young People’s plan.

2.1 Securing the local leadership that we want for 14-19 reform is not solely about how the funding
flows to individual institutions — important though that is. It is more importantly about how
local authorities carry out their commissioning role, come to decisions on the provision that is
needed area by area and draw up plans for provision, so that funding can flow to implement
the commissioning plans.
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We want every young person to have access to an appropriate place in learning

It is central to our drive to raise the participation age and to transform attainment by age 19
that every young person should be pursuing a programme which both engages them and
prepares them to progress in learning and in life. For that to happen, we need to ensure that
every young person can follow a course that meets their needs (in terms of subject area and
style of learning) at the right level of difficulty.

This means that by 2013, every young person will have access to:

the new secondary curriculum, which will give schools more freedom to tailor the curriculum
to meet the needs of young people and help those who fell behind at primary school to
catch up;

the new Foundation Learning Tier, for those working below level 2, which will provide, for
the first time, coherent progression routes to level 2 and beyond;

new functional skills qualifications in English, maths and ICT, so that, no matter what route
young people are on (GCSEs, Diplomas or Apprenticeships), they will be expected to achieve
the functional skills they need for life;

the new Diplomas — a new set of high quality broad qualifications for 14-19 year olds,
designed by employers and Higher Education, which combine theoretical and practical
learning and are available at three levels, up to advanced;

strengthened and revised GCSEs and A levels and a new extended project; and

an Apprenticeship place for all those who are suitably qualified, or a pre-Apprenticeship
place for those in need of further preparation.

Delivering this new entitlement will be an essential part of the local authority commissioning
role — making sure that every young person has the learning opportunities they need, pre- and
post-16, to be able to progress and succeed. Alongside this, the local authority has the leading
role in ensuring that young people know what is on offer, can make good choices and have
targeted support where it is needed.

The local authority will discharge these responsibilities as strategic commissioner. As part of its
Children and Young People’s Plan, it will produce a plan for education and training for young
people, which will form part of the integrated regional strategy for economic development.
The plan will focus on delivering a pattern of education and training provision which fits what is
needed locally, including in the labour market, and drives up quality for young people. It must
take particular account of the need to raise participation, raise achievement at levels 2 and 3

by age 19 and reduce the number of young people who are not in education, employment or
training (NEET). The first step is to understand the demand from young people.
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The local authority will judge the level and nature of demand for different forms of provision

Local authorities will analyse demand in many ways: examining patterns of application for
courses; directly consulting young people; and gathering information from schools and
colleges. They will use data and management information currently provided by the Learning
and Skills Council (LSC) to its partnership teams. Since September 2007, there has been an
online prospectus for every local area, setting out information about each course available
across the area to inform choice, and we are strongly encouraging local authorities to develop
a common online application process alongside the prospectus to manage and track post-16
applications. These systems will provide a continuing source of information about young
people’s interests, motivations and aspirations.

At age 16 many young people choose to travel further to learn than they did at an earlier age —
perhaps because they want to access more specialist provision. There should be no assumption
that it is problematic that a young person chooses to leave the area of one local authority in
order to learn elsewhere. Local authorities will need to understand such patterns of demand,
but should not seek to reverse flows of young people across boundaries, unless the choices
they are making are driven by dissatisfaction.

Local authorities should make sure that they understand fully the nature of demand from
young people, but also that young people are well informed about the full range of choices
available. Local authorities are now responsible for commissioning information, advice and
guidance (IAG) services, in line with national quality standards. These standards make clear that
good IAG must be impartial, be provided in the best interests of the young people and include
information about the local and national labour markets. Good IAG also makes sure that young
people can have ‘taster’ and other experiences which help them to make choices. On the basis
of a full analysis of demand, local authorities will consider what is on offer locally and how well
it meets demand.

The local authority will judge the extent to which the available supply meets the demand from
young people

In considering how well the supply of learning meets demand, the local authority will consider
how well the new entitlements to Diplomas, Apprenticeships and the Foundation Learning Tier
are being delivered locally. It will consider whether all young people, no matter where they live,
can access a place in learning. They will consider whether there are sufficient places at every
line and level of learning to meet every young person’s needs. They will look at the outcomes
being achieved, the progress of different groups of young people, including particularly the
disadvantaged and vulnerable, to make sure that every young person has a good quality place.

Raising Expectations: enabling the system to deliver



22

Local authorities should not seek to provide for every resident young person within their own
boundaries - since doing this would lead to serious over-provision, often in the wrong places.
Instead, local authorities should work together in their commissioning to ensure that every
young person has access to the provision they need within reasonable travelling distance.
They should together analyse and understand demand from across the ‘travel-to-learn’ area,
consider gaps in provision and share judgements of quality. For some young people, including
some learners with learning difficulties and/or disabilities (LLDD), where local authorities need
to plan for all young people up to the age of 25, provision may be highly specialised and costly.
Planning across a wider area for such provision will be particularly important.

The local authority will use evidence from recent inspections and provider performance data
to analyse where there are areas of weakness and of particular strength. The local authority

will then approach commissioning decisions with a clear focus not only on filling gaps and
responding to growth and shifting demand, but also on tackling and eliminating weakness and
on expanding the best provision.

In making commissioning decisions, the local authority will put first good quality provision,
meeting the needs of young people

Through this analysis, the local authority will look at what changes need to be made in order to
secure a full entitlement for all learners at the highest possible standard. It will decide where to
commission more provision, and where to reduce provision — focusing on expanding the best
provision and filling gaps, and reducing or replacing the least effective provision and that which
is not in demand. The local authority will need to discuss its planning widely. Where it decides
that it should make significant changes in order to meet demand, it will need to take care to
manage the process of change to avoid unnecessary impact on providers.

The decisions local authorities make will produce a local commissioning plan. When this plan

is agreed, it will provide the basis for funding to flow to institutions. Local authorities will be
funded according to the agreed plan for the institutions which are in their area — not according
to the residency of young people. In this system, the processes for agreeing a plan and for
ensuring that it is affordable are of course critical and, therefore, the broader structures and
processes within which the local plan is agreed are an essential part of creating a functioning
system. These are the subject of the next chapter.

Do you agree that transferring funding from the LSC to local authorities to create a
single local strategic leader for 14-19 education and training is the right approach?
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Chapter 3:

Operational models for commissioning

Summary

We need to consider carefully the best model to enable local authorities to fulfil this new
commissioning role, whilst recognising the needs of different types of provider. The model
needs to ensure that there is transparency about funding decisions, promote quality, secure
proper budgetary control, fit the post-16 context and be flexible enough to respond to
demand.

A model in which each local authority simply commissioned independently would be
difficult for large Further Education (FE) Colleges, would be unresponsive to changes in
demand and would create problems for budgetary control. A model in which a national
agency retained ultimate responsibility for decision-making and commissioning, informed
by local analysis of need, would fail to make a reality of local leadership of the system.

We therefore propose a model between these extremes, in which local authorities will be
expected to form groups to consider the coherence of plans across a wider area and agree
commissioning decisions. A new, small national agency the Young People’s Learning Agency
will provide an indicative budget for an area, help to resolve issues where a group cannot
reach agreement, and secure overall budgetary control. Within this model there will be
differing degrees of collaboration between local authorities and there should be progressive
devolution of responsibility as groups of local authorities demonstrate sufficiently robust
governance and decision-making arrangements and operational procedures are in place to
manage this.

Recognising the diversity of post-16 provision, learning providers will be engaged at

the right level for them: School Sixth Forms, Sixth Form Colleges and local voluntary
organisations will have conversations with the local authority in which they are situated, for
example, whilst larger FE Colleges will deal with a single representative of the sub-regional
grouping of local authorities.

3.1 We want to create a system which is as effective as possible in increasing opportunity and
in raising the quality of provision available to young people. Such a system must be capable
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of delivering change and improvement, but must also be capable of securing necessary
institutional stability.

The system must deliver transparency of funding and improvement in the range and quality of
provision for young people

In order to achieve our central objectives that the system should be improving continuously
in offering greater opportunity and higher standards for all young people, we need to have in
place several key elements:

There should be clear requirements to deliver a national curriculum and qualifications
entitlement for all young people.

Local authorities should have clear levers to commission, in order to secure this entitlement,
remove poor provision and expand good provision. They should be held to account for the
outcomes for young people in the area — including levels of participation, progression and
attainment.

The system must be coherent for providers. The scope for challenge in a commissioning
system can drive up standards, but requires dialogue between providers and commissioners.
These interactions must not be so complex as to draw energy from the task of educating
and training young people.

There should be a national funding formula. This will ensure that providers receive
comparable rates for comparable provision, make the system as simple, transparent and
accountable as possible, and avoid perverse incentives.

There must be budgetary control at each level, to ensure that commissioning takes place
within the limits of what can be afforded.

It is also important that the system works effectively with the patterns of demand in post-16
education and training. Young people are much more prepared to travel longer distances to
get the provision that they want at 16 than at 11. Colleges in particular can draw from a very
wide area — sometimes from over 100 local authorities. It is important that local authorities
work with these patterns of demand rather than seeking to provide every possible form of
specialist provision for every young person within their own boundaries. However, we do not
want colleges to have to manage multiple dialogues with local authorities, but to be able to
plan their provision for young people in dialogue with a single commissioner. Of course, where
providers also offer adult education and training, we will want to bring this dialogue together
as far as possible with the dialogue with the Department for Innovation, Universities and Skills
(DIUS) Skills Funding Agency about adult provision.

Post-16 provision is much more flexible in many respects than pre-16. Courses can start,
stop, grow or shrink much more quickly, especially in private providers and in colleges. As a
consequence, reputational shifts and shifts in patterns of demand can be much quicker. And
the number of year groups involved means that half the post-16 student body completes
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courses each year — compared to only a fifth of the 11-16 cohort - so that a shift in demand in
one year has a proportionately much bigger effect on the budget as a whole. In practice, this
means that the distribution of the post-16 budget between different local authority areas is
much more variable from year to year than the Dedicated Schools Grant is. Variations of plus or
minus 10% are not unusual, even in regions of the country where overall numbers are stable.
We therefore need a system and a funding model that can be responsive to changing demand.

Neither centralised nor locally fragmented models can deliver our objectives

We have examined a range of models for achieving our objectives. One possibility would

be that each local authority could simply commission independently on the basis of its own
analysis of demand. However, when combined with a national funding formula, this approach
would threaten proper budgetary control over a very large national budget, if local authorities
were responsible for drawing up commissioning plans and Government were responsible for
funding these plans at the national rate.

In practice, this would mean that in any such model funding would have to be provided to
institutions on the basis of the previous year's student numbers, as with the Dedicated Schools
Grant. This would significantly reduce local authorities’ scope to commission actively to meet
changing patterns of demand, fill gaps in provision or address quality issues — the money for
one year would simply reflect what happened the year before and local authorities would not
be able to withdraw funding from a poorly performing institution in order to expand provision

elsewhere.

An alternative solution to the problem of securing budgetary control would be to give a
national agency a very ‘hands on' role. In this model, local authorities could carry out needs
analysis, bring forward proposals for filling gaps and addressing quality problems and set out
proposals for change. But a national agency would retain ultimate responsibility for the key
decisions and for commissioning provision.

This approach would solve the problem of budgetary control because the agency could
continue to adopt the approach taken by the Learning and Skills Council (LSC), of iterating
between national, regional and local levels to challenge and adjust planning on the basis of
national data and budgets — and would commission to fit the budget. Equally, the problem of
making the interaction coherent from the point of view of colleges would be solved because
the agency would be able to internalise the problem of bringing together different local
authority proposals and go to each college with a single plan. And as a single national body, the
agency could straightforwardly adapt to shifts in demand without facing the risk that budgets
had been pre-allocated in the wrong place.

However, the ability of local authorities to provide real local leadership would be limited under
this model. Admittedly, local authorities would still be able to do their own local planning

and come to a view about what their local plan should be. But ultimately, this would be local
authorities acting partly under contract to the national agency; and partly in an advisory
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capacity. The key responsibilities and accountabilities would rest with the agency — and the
local authority would have too few levers to lead and too much incentive to act as though
unaccountable.

Therefore, neither of these models could ultimately deliver the local leadership that we seek.
A workable model must come between the two extremes.

Our preferred model includes local, sub-regional and national roles

In the light of this, our preferred way forward has three key features:
local authorities should cluster together in sub-regional groupings to commission provision;

this should be supplemented by a slim national agency — the Young People’s Learning
Agency — which would have responsibilities for budgetary control and for securing
coherence in the event that there could not be local agreement; and

there should be progressive devolution of power and authority to the sub-regional level as
the collaborative arrangements become stronger and more formal.

Local collaborative arrangements are essential

Achieving a workable model requires local authorities to work together to develop and execute
plans. Young people may travel significant distances, perhaps across several local authority
boundaries, in order to learn: sometimes to access specialist provision or a centre of excellence;
sometimes because transport routes make that the most straightforward thing for them to do.
This means that when analysing demand, understanding patterns of movement and looking

at shifting preferences, local authorities will need to work together — to understand what is
happening across whole ‘travel-to-learn’ areas and to ensure that they are working from consistent
data and assumptions. If they do not, planning will be incoherent for the area as a whole.

Likewise, commissioning decisions need to be made collectively. No local authority should seek
to provide every form of provision for every learner within its own borders, ignoring centres of
excellence which may be just over the boundary but within easy reach of learners. And if, for
example, several neighbouring authorities all decide that there is a need for more and better
provision of a particular type and separately run competitions to commission that, the result
would almost certainly be incoherent, with the likelihood that some of the provision would
close in short order. Conversely, a local authority should not decide in isolation to withdraw
funding from provision if others are relying on it and it would be destabilised. In this area of
public service — as the Review of sub-national economic development and regeneration, known as
the sub-national review (SNR), found in other areas — making decisions at a sub-regional level is
an effective way to deliver the economic and skills needs of an area.

We therefore expect local authorities to form structured collaborative groups to agree their
commissioning plans. These collaboratives will draw on needs analyses carried out locally —
ensuring that they are based on shared data and shared analysis of movement across the sub-
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region, to come to decisions about the match between supply and demand. The group will
need to ensure that the collective plans are consistent and coherent and agree who will lead
the commissioning conversation with each provider in the sub-region, making sure that they
are able to do so on behalf of the whole group.

The size and nature of groupings will of course vary — reflecting local demography, geography
and travel-to-learn patterns. Local authorities in metropolitan areas will sensibly group together.
Some whole regions might naturally form a single grouping. There may be some large counties
which can sensibly and without damaging others approach the task alone. Where possible, we
want groupings to develop from existing relationships or structures which are working well. For
example, the new Multi-Area Agreements (MAAs) are designed to support local authorities to
improve economic prosperity by working across administrative boundaries, and could provide a
good basis.

We will expect local authorities to identify groupings that they regard as workable, and for there
to be a process of designation by the Secretary of State to allow functions to be delegated to
them. To be designated, the groupings will need to demonstrate good shared governance
arrangements and clear decision-making and escalation structures; and taken together, the
sub-regional groupings will need to be coherent across the country, avoiding gaps, ‘enclaves’
or other geographical features not reflecting travel-to-learn patterns.

Beyond the level of the formal collaborative groupings, we also propose that local authorities
come together in each of the nine Government Office regions to ensure coherence. This will be
a much more informal grouping, designed to consider whether the plans taken together are
consistent with one another and whether together they meet all the needs of young people
and the region. The fact that authorities will meet in this way does not preclude authorities
from forming sub-regional groupings which sit across the regional boundaries.
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Figure 1: Local authority collaboration: potential configurations for planning and commissioning
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A Young People’s Learning Agency to secure budgetary control will give local authorities more space to
undertake commissioning activity

The local collaborative arrangements will be an essential part of creating a coherent system.

However, in order to secure full budgetary control while giving local authorities powers to

commission and de-commission provision, there will also need to be a slim Department for

Children, Schools and Families (DCSF) national agency — the Young People’s Learning Agency —

with a role in securing budgetary control.

Without this, budgetary control would have to be achieved through budgeting on the basis of

lagged’ (i.e. the previous year’s) student numbers, so the national budget setting process could

not be very sensitive to changing circumstances. Local authority and institutional budgets

would be based on the number of young people they actually taught in the preceding year,

and local authorities would only be able to commission with any ‘growth’ funding — that is,

funding for increases in the total number of participants.

The existence of a national agency with a role in budgetary control will mean that funding can

be plan-led — that is, based on plans agreed between commissioner and providers. Of course,

it will be necessary in the following year to ensure that funding properly reflects the activity

actually delivered in the previous year. However, if the commissioning process has worked well

and demand has been mapped accurately, there should be a close match between what is

planned and what actually happens.
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The Young People’s Learning Agency will provide an indicative budget for a region and local
authorities collectively will need to ensure that the plans will fit within that budget. Local
authorities will carry out a full analysis of supply and demand for the young people in their
area, using common data supplied by the agency and supplemented locally. Local authority
collaboratives will consider jointly the impact on providers, so that there can be a single
conversation with each provider. The agency will be able to step in if local authorities are
unable to reach agreement on a collective plan which falls within the budget and delivers the
requisite progress towards national targets; or if young people will not have access to the full
national qualifications and curriculum entitlement.

We anticipate that the Young People’s Learning Agency will be established as a Non-
Departmental Public Body (NDPB) and that its governance will include representatives of the
key delivery partners, including local authorities. It will operate nationally and regionally and
we anticipate that its governance regionally would reflect the importance of local authorities
having a strong sense of ownership of services provided to them by the Agency. The Young
People’s Learning Agency will:

establish and agree with local authorities a national planning and commissioning framework;

provide a strategic analysis service which supplies consistent data to support local authorities
to carry out their commissioning duties;

manage the national funding formula and work with the new qualifications development
agency, which will evolve from the Qualifications and Curriculum Authority, to advise on
qualifications funding;

deliver all learner support for young people and adults, as the LSC does now, nationally to
2013 — the end of the current contract. Beyond 2013 we will take a view on managing the
youth and adult learner support systems separately;

manage national and regional contracts, for the few providers that operate across the whole
country or provide highly specialised services;

secure budgetary control and delivery of statutory entitlements if these would not otherwise
be delivered; and

be responsible for the flow of 14-19 management information to meet commissioning
needs.

The Young People’s Learning Agency would also provide support to a regional grouping

of local authorities. We anticipate that as well as the local authorities in the region and the
Agency, this grouping will also involve the Regional Development Agency (RDA), the DIUS
Skills Funding Agency (which will fund adult skills development) and the Government Office.
The sub-national review recommended that the RDA have oversight of strategic economic
issues and responsibility on behalf of the region for preparing the new style integrated regional
strategy and that a new local authority leaders’ forum be established to scrutinise this work and
sign off the regional strategy. Regions will wish to consider how the RDA, the leaders’ forum
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and the grouping looking at education and skills plans are best brought together. The RDA will
act as co-chair at this level, reflecting its regional strategic role. This grouping will provide local
authorities collectively with the opportunity to ensure that the plans:

are collectively affordable within the regional budget;
are coherent making consistent assumptions and using common data;

deliver the 14-19 entitlement — so that all learners can access provision at the right level
which meets their learning preferences — including the opportunity to choose from the full
range of Diplomas and to choose an Apprenticeship or pre-Apprenticeship programme;

meet demand from young people and focus on driving up quality;

make managable demands upon individual providers (and particularly FE Colleges which will
feature in most plans); and

are consistent with the priorities for economic development set out in the region’s
integrated regional strategy.

The regional grouping provides a forum for local authorities to assure themselves on all of these
points collectively, so that plans can formally be signed off. When all are in place, the group will
be in a position to confirm individual plans to the Young People’s Learning Agency and to the
National Apprenticeship Service in respect of Apprenticeship places.

The extent of devolution of powers will depend on the strength of collaborative arrangements

At sub-regional level, there will in practice be degrees of collaboration. Some authorities will
wish to develop shared services for the procurement and commissioning of 16-18 provision.
Others may wish to go further to pool their planning and commissioning structures. Some
may wish to start with a minimal degree of collaboration and grow in time towards more joint
services. The more robust the collaborative arrangements, the more we will judge them to be
capable of taking on the key functions.

At one extreme, if appropriate sub-regional arrangements cannot be agreed, all but the local
analysis work would need to sit with the Young People’s Learning Agency. In practice, we
expect that it will be possible to agree appropriate collaborative arrangements across the
country and therefore, there would be essentially two variants of the model in place, depending
on the depth of collaboration:

In model (a), the home local authority manages the relationship with School Sixth Forms
and Sixth Form Colleges. Management of the commissioning relationship with FE Colleges,
however, is by the Young People’s Learning Ag