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Foreword

In Success for All the Government signalled its commitment to the reform of further education and
training. The Learning and Skills Council shares this commitment. We intend to work closely with all
colleges and other providers to implement the Government’s exciting agenda for reform. We are
determined to increase participation and attainment, to raise skills levels in the workforce and to
improve quality. To do this we must develop new ways of working with our partners. This new
approach is set out in the framework for quality and success detailed here. This consultation seeks
your views on our proposed new arrangements for planning, funding and accountability.

There is a great deal of good practice across our sector but there are some areas where improvements
are needed. Together we need to ensure that standards are consistently high. Attention needs to be
given to improving teaching and training, to the effectiveness of learning and to engaging the
education sector with local and regional businesses and employers. We intend to tackle these issues.
Our proposed framework of action aims to recognise and reward success, promote improvement and
provide support where it is needed.

This drive for improvement is being underpinned by unprecedented levels of investment. The challenge
for the Council and for our partners is to harness our collective resources and expertise successfully to
bring about improvement. None of this can be achieved unless we all work together in partnership. |
recognise how essential it is for the Council to secure and retain the support, trust and commitment
of colleges and other providers. We will implement the policies set out in Success for All in the context
of our commitment to meeting the recommendations of Trust in the Future, the report of the
Bureaucracy Task Force, and our response, Trust in FE —Working in partnership.

| want the principles and values of Trust in FE to underpin the Council’s relationships with all our
providers. Representative colleges and providers, as well as partner organisations, have worked with us
to develop and agree the consultation process and the structure and content of this consultation
circular. We are grateful for their help.

We will continue to work with our partners in an open and transparent way to achieve the
improvements we seek. The potential prizes are well worth having. They are: funding stability; local
planning to address local needs; support and resources to improve quality; and real partnership
working in the best interests of learners. For the Council, and for colleges and providers, this process of
consultation is vitally important. We hope that the reforms that will spring from it and that these will
fundamentally change for the better, perceptions and practice across the sector.

| hope you will join us in making this project a success. Your views will help us to build a framework
for quality and success which puts the needs of learners first, whilst taking due account of the
circumstances and challenges you face.

John Harwood, Chief Executive



Further information
For further information please contact:
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Executive Summary

Date: January 2003

Subject: This consultation focuses on the
development of a framework for quality and
success as part of the implementation of
Success for All. At its core is a new planning,
funding and accountability system, based on
greater partnership and trust. This new
framework for quality and success is the fourth
theme of Success for All.

Intended recipients: This circular is
addressed to further education colleges,
specialist designated institutions, higher
education institutions with further education
provision, local authorities (former external
institutions, adult and community learning
provision and, where relevant, work-based
learning) and University for industry/
learndirect hubs and specialist colleges for
learners with learning difficulties and/or
disabilities. The document does not apply to
school sixth forms.

There is a parallel circular for providers who
offer only work-based learning, Circular 03/02.

Status: For information and response by 25
April 2003.

Content: Following the publication of Success
for All, Reforming Further Education and
Training, the Learning and Skills Council has
developed proposals for creating a framework
for quality and success through a new
planning, funding and accountability system.
Key proposals relate to: three-year
development plans; the setting and agreeing of
headline improvement targets; performance
assessment; different funding rates linked to
performance; three-year funding agreements;
floor targets for success rates; and the
development of partnership and trust as
described in Trust in the Future and Trust in FE,
including ways to identify pilot and pathfinder
colleges to carry that agenda forward.

Actions that colleges and other providers need
to take between February and August 2003 are
outlined.

A proforma for responding to this Consultation
Circular is at Annex A.






Consultation on Development
Planning and Development Plans

Section 1 - Introduction

1 This circular invites comments on
proposals for implementing the framework for
quality and success outlined in Success for All,
Reforming Further Education and Training
(Department for Education and Skills,
November 2002).

2 It is addressed to further education
colleges, specialist designated institutions,
higher education institutions with further
education provision, local authorities (former
external institutions, adult and community
learning provision and, where relevant, work-
based learning) and University for
industry/learndirect hubs and specialist
colleges for learners with learning difficulties
and/or disabilities. There is a parallel circular for
providers who only offer work-based learning;
Circular 03/02.

3 The changes discussed in this document do
not apply to school sixth forms. The principles
of the Success for All reforms apply equally to
school sixth forms but are covered by whole
school arrangements. The Learning and Skills
Council (hereafter referred to as the Council in
this document) will work in partnership with
local authorities and the Local Government
Association to develop appropriate
arrangements for school sixth forms.

4 The Council will also work with the
specialist colleges for learners with learning
difficulties and/or disabilities and their
membership bodies to develop appropriate
arrangements for them.

5 Table 1 below shows the different types of
provider covered by proposals in this circular,
and the Council’'s main funding streams.

Table 1 Type of provider and Council funding stream

Type of provider

education

Type of provision and funding stream

Further Work-based Adult and
learning community
learning

Further education colleges O If relevant If relevant
Sixth form colleges O If relevant If relevant
Specialist colleges (art and design, agricultural) g If relevant If relevant
Specialist designated institutions g If relevant O
Higher education institutions O If relevant If relevant
Local authorities (former external institutions, g If relevant g
adult and community learning provision and,

where relevant with work-based learning)

Non-local authority external institutions O If relevant If relevant
Ufi/learndirect hubs 0

Provider of work-based learning only' g

'Arrangements for providers of work-based learning only are dealt with in Circular 03/02 — Success for All, Implementation of the
framework for quality and success for providers of work-based learning only.




6  Throughout this circular, the phrase
‘colleges and other providers of further
education’ refers to all providers in receipt of
further education funding specifically for their
further education provision. Proposals set out
in Success for All, for headline improvement
targets and funding linked to performance
apply only to further education provision.

7 The term ‘colleges and other providers' is
used in its generic sense to cover all colleges
and providers in receipt of Council funding for
provision.

8  The Council is working towards establishing
a more unified learning and skills sector and a
simpler system for funding learning. Funding
streams will be reduced to cut bureaucracy and
devolve decision-making. Table 1 on the
previous page indicates the current position.

Background

9  Success for All, states a commitment to
investment and to reforms designed to raise
standards, increase responsiveness and
participation, and improve outcomes for
learners and employers.

10 Success for All makes it clear that
provision of further education and training of
excellence is essential in order to meet the
Government's priority for an educated and
skilled workforce, and for achieving the four
key objectives of:

providing education and training of
excellence for all young people through
the new 14 -19 phase;

increasing progression into higher
education;

helping people improve their basic skills
and widening participation for adults;
and

helping employers invest in the skills of
its staff.

11 The Council’s Quality Improvement
Strategy 2002 to 2003 and its new strategy
for 2003 to 2006, will further the
Government's aims for reform, set out in

?See Circular 02/21, Strategic Area Reviews.
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Success for All. The Council believes that all
learners, wherever and however they learn, are
entitled to provision of excellence in order that
they may learn effectively and succeed. We
will work with colleges and providers, as well
as our partner organisations, to drive up
standards for learners.

12 The reform programme set out in Success
for All affects every college and provider in the
learning and skills sector. It recognises that
diversity is a key strength of the sector and
does not assume that one approach fits all
circumstances.

13 The agenda for reform set out in Success
for All has four key themes:

Theme 1: Widening choice and
improving responsiveness in each local
area”.

Theme 2: Prioritising teaching and
learning.

Theme 3: Furthering the professional
development of leaders, teachers,
lecturers, trainers and support staff.

Theme 4: Developing a framework for
quality and success.

14 This consultation focuses on developing
the fourth theme of Success for All — creating a
framework for quality and success through a
new planning, funding and accountability
system, based on greater partnership and trust.

Funding the strategy for reform

15 The reforms outlined in Success for All are
underpinned by the largest ever financial
investment in further education and training.
The majority of colleges and providers will
benefit from a shift to a three-year funding
cycle. Additionally, planned funding for further
education will increase overall by 19% in real
terms by 2005/06. In 2003/04, all colleges and
other providers of further education will
receive a 3.5% increase through consolidation
of separate funding streams into core funding.
They will receive a further 2% increase in real
terms in return for agreeing a plan with targets
with their local LSC. Consolidation of separate
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funding streams, plus new funding, means that
colleges and other providers of further
education will receive a 10% increase in
funding rates in 2003/04. This is summarised
in table 2 below.

Table 2 Further education
funding rates 2003/04

Type of funding Increase

Consolidation 3.5%
Inflation 2.5%
Teachers’ pensions 2%
Success for All real terms increase 2%

16 Subsequent funding increases for colleges
and other further education providers will be
linked to performance. Most colleges and
other providers of further education who
deliver their plans and achieve targets will
receive a 2.5% increase above inflation in
2004/05 and 2005/06. Colleges and providers
of further education who demonstrate
excellence will receive more. Poorly performing
colleges and other providers of further
education will receive less but will benefit
from intervention and support to help them to
improve, or other appropriate action.

17 By 2005/06 capital funding for the
learning and skills sector will increase in real
terms by over 60% and funding to support the
teaching and learning strategy will increase to
over £100 million.

18 The remainder of the former learning and
skills standards fund has been subsumed
within the local intervention and development
fund. The fund will be used to meet the
priorities set out in Success for All, including
improving choice and responsiveness, investing
in excellence, remedying weakness and
changing patterns of provision where needed.
Further information about the local
intervention and development fund will be
provided by the Council shortly.

19 Adult and community learning provision
will benefit from increases in funding linked to
specific initiatives such as family learning and
neighbourhood learning, and a 3% uprate for
inflation on core grant.

The framework for quality and
success

20 For the implementation of the quality
and success framework to be successful, there
must be good planning of the use of funding.
The key elements in this implementation are
as follows.

The local LSC agrees with each college
or provider their development plan,
which in the case of providers of
further education, must have four clear
headline improvement targets.

The local LSC enters into a three-year
funding agreement with the college or
provider to support the development
plan.

21 The Council will determine the
performance assessment criteria for different
funding rates for colleges and providers of
further education. The Council will also establish
floor targets for minimum performance.

Trust in the Future

22 We want to establish a true partnership
with colleges and providers, in the spirit of the
Council’s response to Trust in the Future —
Working in Partnership Framework. We aim to
reduce bureaucracy. The Council sees the
establishment of a positive and mutually
beneficial relationship with colleges and
providers as absolutely crucial to implementing
the reforms set out in Success for All.

23 Colleges and providers play a pivotal role
in identifying and meeting the needs of
employers and individuals in their area. We
look to colleges and providers to be innovative
in developing ideas on how national priorities
for education and training can be met and
how we can ensure all learners benefit from
provision of excellence.



24 Success for All presents great challenges
to all of us. In meeting these challenges and in
helping colleges and providers to do so, we are
committed to implementing the
recommendations of the Bureaucracy Task
Force. We pledge to be more open and
transparent in our dealings with colleges and
providers, to reduce the amount of data and
administrative chores required of them, and to
simplify the funding methodology.

25 In section 7, we outline how we can
develop our trust relationship with colleges
and providers. We want to move to an
approach in which all colleges and providers
will be more involved with their local LSCs in
the planning of provision. The Council will
place greater trust in colleges and providers to
implement their agreed developments fully.
We wish to introduce this new approach as
soon as possible and to this end, aspects of it
will be piloted with a small number of colleges
in 2002/03 and a larger group of pathfinder
colleges will be involved more fully in the
approach from 2003/04.

26 In the spirit of Trust in FE we will observe
five key principles when implementing the
framework for quality and success. We will:

work in partnership and share
information with colleges and
providers;

aim to achieve simplicity rather than
complexity;

make the development plan and the
planning process central to
implementation;

use existing data and information
wherever possible; and

make decisions based on the
professional judgements of the local
LSC, supported by quantitative and
qualitative evidence and data.

Q1 Do you agree with the five key
principles to support the implementation
of the quality and success framework?
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27 Implementing these changes will be
challenging for the Council and the sector. It
will require new skills to support a new way of
working. The Council gives a high priority to
the professional development of its own staff.
We are keen to work with colleges, providers
and other agencies to strengthen our capacity
to serve the sector. We are also planning an
extensive range of Council staff development
programmes.

28 Colleges and providers will need to take
some actions between now and August 2003
in order to be eligible for three-year funding
agreements, and to have access to increased
funding in 2003/04 for their further education
provision. Table 3 on page 5 outlines these
actions.
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Table 3 Actions for colleges and providers to take February to August
2003

Date or time period | Activity

Jan —Feb Colleges and providers discuss 2003/04 allocation with the local LSC.

Feb — May The Council runs consultation events on this circular. Colleges and providers
build on their existing strategic plan and other plans, taking account of the
proposals in this circular, to begin work on their three-year development
plan and the identification of headline improvement targets. They should
engage in discussion with the local LSC.

25th April Closing date for responses to this consultation circular.

31st May The Council publishes responses to this consultation circular and further
guidance for colleges and providers, and also for staff in local LSCs.

May - July Colleges and providers continue discussions with their local LSC to arrive
at agreement about their development plan and headline improvement
targets. Funding allocations for 2003/04 agreed by May.

May — June Local LSCs report on performance review assessments. These will be used
to identify those colleges and providers who are eligible for three-year
funding.

June or July The three-year development plan needs to be agreed by colleges’
governors, or providers' boards of management, as appropriate, and the
local LSC.

31st July Deadline for having formally agreed the three-year development plan with
the local LSC.
Consultation timetable practice on written consultations. The
timetable for consultation is shown in table 4
29 The consultation will be conducted in below. Responses to the consultation should

accordance with the Cabinet Office’s code of be received by 25th April 2003.

Table 4 Timetable for consultation

Activity Date

Publication of consultation circular 31st January 2003
Responses to consultation required by 25th April 2003
Publication of results of consultation 31st May 2003




30 The Council intends to arrange a series of
consultation and discussion events for colleges
and providers between February to April 2003.
We will also work closely with partner
organisations to ensure that such events meet
their particular needs. In addition, members of
the Council’s advisory groups for further
education, local authority adult learning and
work-based learning, will advise us on data
issues between February and April 2003.
Membership of the advisory groups is set out
at Annex B.

Subsequent sections

31 The summary contents of subsequent
sections of this document are outlined below.

Section two

32 This covers proposals for the process
whereby colleges and providers agree their
three-year development plans with their local
LSC.

Section three

33 This outlines the procedures for
identifying headline improvement targets and
agreeing these with the local LSC.

Section four

34 This sets out performance assessment
criteria and processes for the funding
allocations made under three-year
agreements, and, for colleges and providers of
further education, funding rates linked to their
performance.

Section five

35 This sets out our approach to three-year
funding agreements relating funding
allocations to the implementation and
achievement of colleges’ and providers'
development plans.

Section six

36 This sets out our proposals for floor
targets for minimum performance.
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Section seven

37 This details our proposals for piloting
aspects of our new ‘trust relationship’ with a
small number of colleges in 2002/03. A larger
group of pathfinder colleges will be partners in
this relationship in 2003/04.
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Section 2 - Development
Planning and Development
Plans

38 This section sets out our proposals for
each college or provider to agree a three-year
development plan with their local LSC. This
will inform and underpin the three-year
funding agreements to be introduced in 2003.

39 Section 3 sets out proposals for each
college or provider to include a number of
headline improvement targets and milestones
for improvement in their development plan
and to agree these with their local LSC.

Working in partnership to plan
local provision

40 Colleges’ and providers’ three-year
development plans will be of paramount
importance. They will draw on current strategic
plans, financial forecasts, self-assessment
reports, post-inspection plans, human
resources plans and other key documents.

41 The contents of colleges’ and providers’
initial development plans for 2003/04 are set
out in Annex C. Development plans will align
with the strategic plans, and annual plans,
produced by the local LSC. Colleges and
providers will agree their development plans
with the local LSC. The development plan will
reflect the resources needed from the local
LSC. The Council will allocate funds to enable
the college or provider to deliver its
development plan.

42 Colleges and providers will review their
three-year development plan during spring
each year and agree it with their local LSC.
Significant changes to the plan may be
necessitated by factors such as the outcomes
of strategic area reviews’, changes in provision,
unforeseen enrolment patterns or post-
inspection action plans. Amendments should
be agreed in discussion with the local LSC and
take account of the requirements of external
bodies, such as those of the inspectorates.

43 The development plan produced by each

*See Circular 02/21-Strategic Area Reviews

college and provider will have three main
goals:

Increasing customer focus.

Ensuring provision of excellent teaching
and effective learning.

Enhancing the capability of the
college’s or provider's staff.

An outline for the development plan is set out
at Annex C.

Q2 Do you support the concept of a
single, high-level development plan t
be agreed with the local LSC?

Increasing customer focus

44 Development plans will explain how
colleges or providers will increase their customer
focus, including building closer relationships with
employers and other stakeholders. Strategic area
reviews will engage colleges and providers in
working with the local LSC to ensure that
provision meets the learning and skills needs of
local learners, communities and employers. Local
strategic partnerships and other partnership
working with different agencies will influence
the focus for an individual college’s or provider's
development plan.

45 Colleges and providers of further education
are required to seek the views of learners and
act upon them. The Council is publishing the
core questions and methodology for its national
learner survey in February 2003 so that colleges
and providers can replicate the approach. This
will enable them to compare findings with
national and regional benchmarking data.

46 For colleges and other providers of further
education, two customer focus headline
improvement targets will be included in the
development plan. These will be for 2005/06,
with annual milestones.

Headline improvement targets
learner numbers; and

employer engagement.



47 Colleges and providers of further
education will set and work towards their
headline improvement targets for employer
engagement in the context of wider regional
skills priorities and their local LSC's plans to
meet skills needs in partnership with Regional
Development Agencies. Colleges’ and providers’
development plans should reflect how they
will seek and act on feedback from employers,
gained, for example through evaluation
exercises, employer forums or surveys.

48 Strategy documents on working with
employers and engaging with local economic
and community regeneration strategies may
be referred to as supporting documents to the
development plan.

Ensuring provision of excellent
teaching and effective learning

49 Improving the quality of teaching and the
effectiveness of learning should be at the heart
of what colleges and providers do, and so be
central to their development plans. All colleges
and providers should set out their three-year
plan for raising standards. The plan should
include key actions for improvement and be
informed by self-assessment and inspection
findings, and a strong commitment to
continuous improvement.

50 The plan should indicate proposed
collaboration with other colleges and
providers, including those with Beacon status
and Centres of Vocational Excellence (CoVEs),
to share and learn from good practice. It
should refer to engagement with regional and
local networks on ways of improving
curriculum and teaching and learning. Plans
should take account of the work of the
Department for Education and Skills’ (DfES’s)
new Standards Unit. Local collaboration will
also include a focus on delivering excellent
training for employers in the area.

51 Colleges and other providers of further
education should include one teaching and
learning headline improvement target in their
development plan. This will be for 2005/06,
with annual milestones.
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Headline improvement target

success rates.

52 For that minority of colleges and
providers of further education who fail to
reach the national floor target, their three-year
development plan should include clear targets,
with annual milestones, for exceeding the floor
target as early as possible and by no later than
2006.

Developing the capability of the
college or provider staff

53 Development plans for colleges and other
providers should show how the skills of
managers, teachers and support staff will be
developed and enhanced and rewarded over a
three-year period. In line with the
requirements specified in Success for All, the
development plan should cover:

the provision of incentives for
individual performance;

rewarding staff who help learners to
succeed’; and

increasing staff diversity®, including any
targets that the college or provider
may wish to set itself.

54 Colleges and other providers of further
education should include in their development
plan a headline improvement target, with
annual milestones, relating to the acquisition
of professional qualifications by teachers and
lecturers.

Headline improvement target

professional qualifications for teachers
and lecturers.

55 Plans for professional development for
staff should include plans to improve their
vocational skills and knowledge, and links to
development programmes organised by the
DfES’s Standards Unit.

“‘Separate guidance will be made available for the provision of incentives and rewarding staff.
*See the Commission for Black Staff in Further Education, Challenging racism: Further education leading the way, October 2002.
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Reviewing and refining the
development plans

56 Development plans will be subject to
review and refinement. The local LSC will
discuss with colleges and providers the progress
they have made in implementing their
development plans and will assess their
proposals for provision in 2004/05 and beyond.
The outcomes of strategic area reviews and any
significant changes in local circumstances will
have to be taken into account.

57 The Council's performance review process
will be the main means by which the local
LSC, working in partnership with colleges and
providers, will assess the effectiveness of the
implementation of the development plan.

Q3 Do you agree that in due course
colleges and providers should have a
single development plan covering all
Council-funded provision?

Q4 Do you think there should be more
targets and milestones for:

- customer focus?

- provision of excellent teaching and
effective learning?

- enhancing the capability of the
college or provider’s staff?

Agreement of the development
plan

58 The development plan will become the key
element of colleges’ and providers' strategic
planning. It will be approved by the governors of
colleges and management boards of other
providers as their key strategic document. It will
be agreed with the local LSC with the objective
of delivering excellent quality for learners,
employers and local communities. The Council’s
funding agreements with colleges and providers
are being reviewed and will take account of the
implications of Success for All.

59 In return for agreeing a development plan,
every college and other provider of further
education will move to a higher funding rate in

2003/04. This additional 2% has already been
incorporated in the funding rates. Funding
allocations will be made in March/April 2003
for 2003/04, on the basis that each college and
provider will agree volume targets for the year
with the local LSC and undertake to agree a
three-year development plan by 31 July 2003.

60 Colleges or providers who fail to agree a
development plan with their local LSC by 31
July 2003 will not be eligible to receive the
additional 2% of funding in their funding
allocation for 2003/04.

61 We recognise that there are significant
issues to consider in relation to the
development plan framework, and how it will
link to other current planning activity (for
example, post inspection action plans, self-
assessment reports, strategic plans, financial
forecasts, accommodation strategies). There
are also actions to consider about how best to
interpret the planning requirements for
different funding streams (including further
education, work-based learning and adult and
community learning) to achieve the aim of a
single high-level development plan. These
issues require detailed development work.
Initial views are invited in this circular.
However, we require that colleges and
providers agree an initial development plan
with their local LSC by 31 July 2003 to provide
a basis for three-year funding and to justify
the 2% real terms increase in funding
allocations for further education for 2003/04.
This means that the plan will probably have to
be approved by governors or boards of
management in June or July 2003. In order to
do so, colleges and providers will wish to start
work on their development plans immediately.

62 We have set out in Annex C an outline of
the minimum information for this first
development plan. Colleges and providers
should use this outline to start preparing
development plans for 2003/04 to 2005/06 in
consultation with local LSCs.

63 We are making no assumptions about
changes to other planning activities at this
stage — so, for example, the annual self-
assessment reports, and post-inspection action
plans should continue in their current form.
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Similarly, UFl/learndirect hubs continue to
provide their business plans and local
education authorities continue to provide their
annual adult learning plan for 2003/04 as set
out in the guidance published in December
2002, as well as their annual business plan for
adult and community learning. The initial
three-year development plan will draw on the
key documents that the college or provider has
for planning.

64 We propose, to undertake further
consultation on how the development
planning arrangements will be taken forward in
the future, taking account of the views
expressed in response to this current
consultation, and when the advisory groups
described at Annex B have had an opportunity
to consider this analysis and make
recommendations.

65 This second phase of consultation will
feed into the arrangements for the second
round of development plans, which will be
prepared in time to link with the outcomes of
strategic area reviews in spring 2005 and the
Government's new spending review which will
establish budgets for 2005/06 to 2007/08.

66 We envisage that the second development
plans will be agreed on the basis of this revised
framework by May 2005, at the same time as
funding allocations for 2005/06 are confirmed.
An indicative timetable for the agreement of
three-year development plans for 2003/04 to
2005/06 by the end of July 2003, is set out in
table 5 below.

Table 5 Timetable for agreement of development plans

Date or time period | Activity

End Jan 03 Framework for 2003/04 development plans issued.
Feb — May 03 Colleges and providers work on development plans in consultation with
local LSCs.
May — end July 03 Colleges and providers agree development plans 2003/04 — 2005/06 with
local LSCs.
Autumn 03 Further development of planning framework taking account of responses to
consultation.
Jan/Feb 04 Consultation on framework for development plans 2005/06 to 2007/08.
End May 04 Guidance on framework for development plans 2005/06 — 2007/08.
By spring 05 Colleges and providers prepare development plans — taking account of
outcomes of strategic area reviews and funding settlement for 2005/06 —
2007/08.
End May 05 Agreement of development plans 2005/06 — 2007/08 and confirmation of
2005/06 funding allocations.
By Aug 05 Three-year agreements covering 2005/06 to 2007/08.
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67 Further development work and guidance
for colleges and providers and for local LSCs on
the development plan and planning process
will build on experience gained from this first
round, but always with the watch-words from
Trust in FE — ‘keep it simple’.

68 The Council will strengthen its systems
for moderation to ensure rigour and
reasonable national consistency in our
approach to agreeing development plans.
The Council's internal staff development
programmes will also help strengthen
consistency of professional judgements.

Agreement of learner numbers
and success rate improvement
targets within the development
plan

69 Colleges’ and providers’ improvement
targets contribute towards their local LSC's
targets. Local LSC targets in turn reflect and
contribute towards the achievement of the
Council’s published corporate targets. These
cover participation and attainment, as well as
the quality of learning provision. A college’s or
provider’s improvement targets will be
discussed with the local LSC, in the context of
making a strong contribution towards local
LSC targets.

70 The proposed process for agreeing
improvement targets for success rates is based
on a negotiation between the college or
provider and the local LSC. Initially, colleges
and former external institutions will be able to
discuss the baseline position for their headline
success rates for 2000/01 and 2001/02, where
available, together with:

the overall position within the range of
success rates for the college type;

the college’s or former external
institution’s trend in success rates; and

disaggregation of the college's success
rates by age and NVQ level and into
retention and achievement compared
with benchmarks for the relevant type
of provision.

71 The above information together with
details of past levels of improvement for the
sector as a whole will enable the college or the
former external institution and the local LSC
to agree:

areas for focussing improvement for
inclusion in the development plan; and

challenging but realistic headline
improvement targets for success rates.

72 The headline measure for improvement in
success rates will be supplemented by a
negotiated agreement between the local LSC
and the college or provider, recorded in the
development plan, of the more specific areas
for improvement, for example increasing
success rates for level 2 engineering
qualifications for young people and basic skills
qualifications for adults.

73 A college, local authority or other provider
offering work-based learning will have separate
improvement targets for successful completion
rates for its work-based learning provision,
based on a similar process to that described
above.

1
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Section 3 - Headline
Improvement Targets

74 This section sets out our proposals for
colleges and providers of further education to
include four overall headline improvement
targets and milestones for their achievement
in their development plans. These should be
agreed with their local LSC. The headline
improvement targets are:

Two headline improvement targets,
with annual milestones, for increasing
customer focus: one for learner
numbers and one for employer
engagement.

A headline improvement target, with
annual milestones, for success rates.

A headline improvement target, with
annual milestones, for professional
qualifications for teachers and
lecturers.

75 Section 4 proposes performance
assessment criteria and processes for funding
allocations under three-year agreements. It
also sets out our proposals for funding rates
linked to colleges’ and providers' performance.
Section 6 sets out arrangements for floor
targets for success rates.

Setting challenging targets

76 We believe that the process of setting
targets and developing robust strategies to
deliver them help to set our sights higher and to
raise our ambitions for improving the quality
and responsiveness of provision. The processes of
setting targets and working towards achieving
them are valuable in themselves and help to
accelerate improvements.

77 The four targets in the development plan
for improvement of provision will be
negotiated and agreed between the college or
provider and the local LSC. Targets should be
achievable but demanding. When setting
targets, the following findings and issues will
need to be considered by the college or
provider and the local LSC:

findings from strategic area review;
the mission of the college or provider;
inspection findings;

local skills and provision gaps;

the potential of and need for new
providers;

targets set by the Council to match
provision to local needs or to
contribute to achievement of the
Council’s corporate targets;

progression rates from schools through
to further and higher education and
employment;

headline improvement targets set by
the college or provider; and

floor targets and targets for
recruitment and success rates.

Demography and widening
participation

78 Targets set will need to take account of
local demography and objectives to widen
participation and issues such as:

the proportion of the local community
not engaged in learning/training;

the extent to which proposed provision
meets local needs regarding access and
curriculum;

the capacity of the college or provider
to deliver;

the attendance modes to be offered to
learners;

the college’s or provider’s past
performance and capacity for
change/growth; and

the practical implications for existing
colleges and providers extending their
provision.
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Availability of data to support
the setting of targets

79 To assist negotiations between local LSCs
and colleges and providers it will be necessary
to ensure that all parties have timely access to
data on learners’ performance, including
success rates and completion rates on work-
based learning programmes. Such data should
be broken down by age, level, achievement and
retention components and work-based
learning successful completion rates. In
addition, benchmarking success rates data
broken down by college type (including
colleges with high levels of widening
participation as a group), age, level and
achievement/retention benchmarks will be
made available. National benchmarking data
will also be made available for former external
institutions.

80 Most of the further education
benchmarking information is already available,
in a slightly different form, as the
‘benchmarking data’
http://www.lscdata.gov.uk/benchmarking.

81 The Council will also be developing
guidance material for local LSCs and colleges
to assist in the interpretation and use of the
data.

First headline improvement
target - learner numbers

82 Success for All confirms that three-year
funding agreements will include assumptions
about learner numbers. These assumptions are
necessary to inform decisions about how
much growth to build into three-year funding
agreements. Success for All also expects that
learner numbers would be one of the headline
improvement targets in the college’s or
provider’s development plan.

83 There are two main options when setting
‘headline’ targets for learner numbers.

Option one

84 Targets could be based on a ‘headcount’
measure of learners on programmes. There is,

however, considerable variation in the length
of programmes undertaken by learners and
consequently in the amount of funding for
particular programmes. In 2001/02 84% of
learners studied on part-time courses; there
were some 760,000 learners on courses of
fewer than 15 hours and 639,000 on courses
of more than 450 hours. There could also be
an incentive for colleges or providers to
increase short course provision to meet a
headline improvement target at the expense of
offering longer programmes that may be more
suited to the needs of learners and to meeting
skills priorities.

Option two

85 Alternatively, targets could be based on
both the number of learners and the length of
their programmes.

86 We propose that calculations should be
based on ‘full-time’ equivalent learner numbers
(FTEs). The ‘FTE’ has a long history in further
education, and is currently used by the Council
and colleges and providers in the development
of ‘learner profiles’ for planning purposes. The
definition and method of calculation of the
‘FTE" is set out in Annex |.

87 For the purposes of determining the
headline improvement target in the
development plan, we propose that FTEs should
be subdivided into FTEs for learners aged 16 to
18 and over 19, respectively. These measures
will also be used in the calculation of three-
year funding agreements (see Section 5).

88 There are, however, potential
disadvantages in the use of FTE measures, in
that they could encourage colleges or
providers to increase teaching hours on part-
time courses to maximise FTEs (though this
would involve the institution in additional
cost). We will continue to work with the
advisory group to address issues associated
with the calculation of FTEs.

Q5 Do you agree that FTEs for learners
aged 16 to 18 and over 19, respectively,
are reasonable headline measures of
learner numbers?

13
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89 FTEs for learners aged 16 to 18 and over
19, respectively, will be headline numbers only
and more detailed information will need to be
shared in the discussions between the local
LSC and colleges and providers. We envisage
that the ‘learner profile’ developed for planning
purposes will continue to provide a common
framework for this information.

90 For work-based learning provision, we
propose that the headline improvement target
for learner numbers is based on the average
number of learners aged 16 to 18 and over 19
on programmes (ie the average in learning).

Q6 Do you agree that the headline
improvement target for learner numbers
on work-based learning programmes
should be based on the average number
of learners aged 16 to 18 and over 19
on programmes?

91 Colleges and providers will also contribute
to local LSCs' achievement of equality and
diversity impact measures and, as a result, more
detailed information about learner numbers will
need to be shared between the college or
provider and the local LSC. This will include, for
example, proportions of male and female learners
and those from ethnic minorities. This dialogue
will enable agreement on how the projected
learner numbers will be achieved, and the
participation of different groups, especially those
often under represented in post-16 learning.

Second headline improvement
target - employer engagement

92 Many colleges and providers are already
working successfully with employers and
developing provision which is responsive to the
needs of both employees and employers.
Strengthening our work with employers, and
responsiveness to their needs is now a key
priority.

93 It is recognised that there is no easy or
single way of measuring the extent of colleges’
or providers' involvement with employers.
Colleges and providers should determine one
headline improvement target relating to their

involvement with employers and agree this
with their local LSC. This target should reflect
the college’s or provider’s mission and local
priorities. The headline improvement target
might relate to:

increasing financial contributions from
employers;

increasing the range of employers with
whom the college or provider is
involved, especially small and medium-
size enterprises;

greater involvement with particular
employment sectors, linked for
example to Centres of Vocational
Excellence (CoVEs);

improving access to enterprise education;

working with learners to prepare them
to enter, or re-enter, the labour market
after periods outside of employment;

producing more relevant programmes,
including tailor-made provision for
employers; or

greater involvement in work-based
learning.

94 Implementation of the reforms to the
further education and training sector set out in
Success for All should mean that:

employers are confident that their local
colleges and other providers of post-16
education and training can meet their
needs; and

individual members of the workforce
have appropriate basic, vocational and
higher level skills, and skills shortages
are significantly reduced.

95 The Council published its workforce
development strategy in November 2002°.
The Government will be publishing its Skills
Strategy by summer 2003 which will
incorporate the outcomes of the review of
funding of adult learning announced in the
spending review. These key documents will
shape the Council’s approach.

¢Skills and Workforce Development — National Policy Framework to 2005: Summary (LSC workforce development strategy),

November 2002.
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96 We recognise that significant
development work with employers will help
the learning and skills sector to meet the
nation’s future skills needs. Colleges and
providers need to engage with employers in
innovative ways, and have a much broader
view of employer engagement driven by the
skills needs of employees and employers in
their local area, regionally and nationally.

97 Local LSCs will work with colleges and
providers to help them determine a headline
improvement target for their involvement with
employers. This headline improvement target
that is agreed should reflect the individual
college’s or provider’s mission and the nature
of their provision. For example, the 14-19
strategy published by DfES on 21 January
2003 emphasises the importance of a
vocational element to education for all 16-19
year olds and, as suggested in Success for All, a
sixth form college might base its target on the
number of work experience placements or
enterprise opportunities it provides for its
students. A range of possible headline
improvement targets and measures is
proposed for different types of college and
provider (see Annex D).

Q7 Do you think that the Council
should agree one or more headline
improvement target(s) with each college
or provider for employer engagement?

Q8 Are there other important employer
engagement targets for colleges and
providers that should also be considered?

Third headline improvement
target — success rates

98 The Council has given careful consideration
to what measures could be used to determine
targets for the achievement of success rates of
learners, including those on work-based learning
programmes.

99 We are conscious that a range of different
measures are used by colleges and providers,
as well as the Council and other agencies, to
evaluate different types of provision. The
Council began work a few months ago,

together with Ofsted, the Adult Learning
Inspectorate and the DfES, to consider what
range of measures of learner success would be
appropriate for the post-16 sector as a whole
in the medium term. The aim is to develop
comprehensive and coherent measures for the
learning and skills sector by 2005/06. The
changes being considered require long-term
development and detailed consultation with all
colleges and providers. A summary of the
thinking to date is shown in Annex E. Early
comments from colleges and other providers
on the proposed measures would be welcome.

Q9 What are your views of the early
thinking on future measures for
evaluating learner success as set out in
Annex E?

100 In the short-term, and for the first three-
year development plan for the period 2003/04
to 2005/06, the Council proposes to use
measures:

that are already familiar to colleges,
providers, inspectorates, the LSC and
the DfES; and

for which the requisite data is
available.

101 This means that the measures used in the
short term for further education colleges and
former external institutions (for their further
education provision) will be different from those
used for work-based learning provision
(including work-based learning provision in
further education colleges). The measures will
be reviewed in the light of progress made by
the Council, the inspectorates and DfES to
create a set of common data at the individual
learner level and a common way of interpreting
the data across the learning and skills sector.

Proposed measures for success rates

102 Success rates for 2003/04 to 2005/06 will
be used in three ways:

To estimate the success rate for each
college or provider, and thus the
individual baseline or starting point for
improvement.
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+ To agree improvement rates, and thus
headline improvement targets for
success rates in each college’s or
provider’s development plan.

To define national floor targets, which
indicate the national minimum level of
acceptable performance, for provision
across the sector as a whole.

Summary information about the headline
targets for success rates for different types of
colleges and providers is given at Annex C.

Further education colleges and former
external institutions

103 For colleges and the former external
institutions, it is proposed that success rates
are calculated for all qualifications, based on
the ‘benchmarking’ methodology with which
colleges and external institutions are familiar,
by taking the existing measures of retention
and achievement on qualifications, and
combining them to create a success rate.
Further details are provided in Annex F.

Q10 Do you agree with the proposed
way the success rate for learners in
colleges and former external institutions
will be calculated? If not, what
alternative would you like to see?

Work-based learning provision in further
education colleges, local authorities or
higher education institutions

104 For work-based learning provision, it is
proposed that learners’ success rates are
calculated using data that are already available
to work-based learning providers and the LSC,
based on the proportion of learners who
complete programmes successfully.
Programmes for modern apprenticeships and
learners working towards National Vocational
Qualifications (NVQs) account for 97% of
work-based learning provision nationally.
Success rates for learners on these
programmes will be determined as follows:

For modern apprenticeships:

1 The number of learners who
either meet all of the

requirements of their
apprenticeship framework, or
achieve an NVQ required by the

framework, divided by the
number of learners who have
either left training or successfully
completed their programme.

2 In addition to the above, a similar
calculation based solely upon
framework completion.

+  For NVQ training — the number of
learners achieving an NVQ divided by
the number of learners who have left
training or successfully completed their
programme.

Q11 Do you agree with the proposal
that work-based learning provision
success rates should be calculated as (1)
the combined number of modern
apprenticeships completed and NVQs
achieved expressed as a percentage of
the number of learners who have either
left or successfully completed their
programme and (2) a similar calculation
based solely upon framework
completion? If no, what alternative
would you like to see?

105 The Council recognises that a significant
minority of work-based learning trainees change
employers or take up a relevant full-time job
without completing their training and achieving a
qualification. The Council will give consideration
to ways of acknowledging learners’ success in
obtaining appropriate employment and will
consult providers accordingly. We will also need
to consider further how to measure success in
the new Entry to Employment (E2E) programme,
where NVQ achievement rates are not an
appropriate measure.

Further education in higher education
institutions

106 Unlike other institutions with further
education provision funded by the Council,
higher education institutions do not return
individualised learner record (ILR) data to the
Council. Instead, they send individual learner
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data to the Higher Education Statistics Agency
(HESA), under a reciprocal agreement whereby,
in a similar way, colleges send information on
higher education provision to the Council in
their ILR returns, rather than returning data
directly to HESA. In both cases, the data are
then converted into the required format - so
HESA will produce a file of data on further
education provision in higher education
institutions in ILR-like format to send to the
Council.

107 There are some differences in content
between the data collected through HESA and
that returned by other institutions in the ILR,
mainly as a result of the different development
timescales for the two records. These
differences can have an impact on funding
calculations, and the Council and HESA are
investigating ways of making the data more
consistent.

108 However, one of the key differences is in
the timing of the returns - there is only one
HESA return, equivalent to the July ILR return,
compared to the three main ILR returns for
colleges - the additional ILR returns being an
in-year return in the autumn and a further
return after the year-end to collect
achievement data. This means that for higher
education institutions:

« there is no detailed information
available in-year to allow the
calculation of performance; and

+ it is not always possible to include
information on achievement of some
further education qualifications
(particularly vocational qualifications
such as NVQs), as the results of these
are not available at the time of the
return.

109 The following factors will have an impact
on the application of elements of Success for
All to higher education institutions:

+ the absence of data on in-year
performance will affect the in-year
monitoring of learner numbers and the
calculation and confirmation of three-
year funding;

+ the incompleteness of achievement
data will affect the measurement of
success rates, which has an impact on
development and floor targets; and

the different data collection
arrangements will have an impact on
the data as arrangements for reviewing
the performance of higher education
institutions are considered.

110 We aim to apply all elements of Success
for All to higher education institutions, but
recognise that the differences in the data
collection arrangements mean that there will
be some differences in the detailed approach
and timescales from those for colleges and
other providers of further education. We will
be looking in detail in partnership with higher
education institutions at the implications over
the next few months and would welcome
responses to the following questions:

Q12 What are your views on the
application of Success for All to higher
education institutions in the light of the
different data collection arrangements?

Q13 What are your views, as higher
education institutions, of the current
arrangements for data collection on
further education provision in higher
education institutions, and how (if at all)
would you see these changing to
accommodate the requirements of
Success for All?

Ufi/learndirect hubs, specialist designated
institutions and adult and community
learning

111 Differences in data collection
arrangements and definitions of measures
used within Ufi/learndirect hubs, specialist
designated institutions and adult and
community learning restrict the immediate
use of available data. The Council will work in
partnership with these different providers to
build on their existing measures and data and
agree suitable measures where they do not
exist already.

17
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Disaggregation of success rates and floor
targets

112 The Council has looked carefully at the
key factors that differentiate success rates,
both in the context of setting national floor
targets and success rate targets for colleges
and providers, in order to determine the most
appropriate level of disaggregation for both
measures. Section 5 covers the Council’s
proposed levels for floor targets, drawing on
the proposed data groupings set out in this
section.

113 The Council proposes that both individual
college or provider success rate targets and
national floor targets should be set at as high a
level as possible of aggregation, while
adequately representing the actual extent of
learners’ success. Disaggregation of the success
rates (that is utilisation of more than one
success rate measure) should only occur if it is
necessary to take special account of factors that
have had a marked influence on provision or the
performance of a particular group of learners.

Q14 Do you agree that success rate
targets and national floor targets should
be set at a high level of aggregation?

Further education colleges

114 An analysis of further education college
success rates for 2000/01 and a full discussion
of the findings are presented in Annex F.

A summary of findings and the resulting
recommendations are shown below:

115 Floor targets only:

There are significant differences in
success rates between colleges of
different types, reflecting variations in
college missions, the abilities and
aptitudes of learners, and the range
and scope of the curriculum offered.
Success rates in sixth form colleges are
usually higher than those in general
further education and specialist
colleges (agricultural colleges and
specialist art and design colleges).

Success rates for colleges with high
widening participation factors are
broadly in line with those of other
colleges of a similar type, at the lower
end of the range of college success
rates (the 10th percentile).

116 It is therefore proposed that the national
floor targets for minimum performance in
colleges should be differentiated by college type
(general further education colleges, sixth form
colleges and specialist colleges) but not for
colleges with high widening participation factors.

117 This proposal for floor targets does not
preclude the use of appropriate benchmarking
data for colleges with high widening
participation factors as part of the process for
setting individual college improvement targets
for success rates.

Q15 Do you agree with the proposal
that national floor targets for success
rates should be set at different levels for
general further education, sixth form and
specialist colleges, respectively, with no
separate differentiation for colleges with
high widening participation factors?

Floor targets and success rates

118 Success rates for short qualifications,
particularly those worked towards by adults, are
markedly higher than for long qualifications, in
all types of colleges. (Long qualifications are
those for which the expected period of study is
more than 24 weeks. In practice, short
qualifications relate to courses of less than 12
weeks duration.) The high success rates for short
qualifications can boost the overall success rates
of general further education colleges and
specialist colleges. This effect is not usually
replicated in sixth form colleges where the
volume of short courses is much smaller.

119 Without a disaggregation by length of
qualification, there would be an incentive for
colleges to achieve their improvement targets
by offering a disproportionate amount of
short-course provision even though this might
not be appropriate for local needs or reflect
the priorities of the local LSC.
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120 The other key factor for consideration is the
age group of learners. The data suggests that it
would be feasible (and straight-forward) to set
headline improvement targets for the success
rates of learners in different types of institution.

127 Success rates of learners aged 16-18 and
adults for long qualifications are usually similar
in general further education colleges. The same
is true in specialist colleges. This does not hold
true for sixth form colleges, though since 16-
18 year olds predominate in sixth form
colleges, their success rates for all ages is, in
general, not very different from that for the
16-18 year old cohorts.

122 It is therefore proposed that both national
sector-wide floor targets and individual college
or provider headline success rates should:

be differentiated by length of
qualification for general further
education colleges and specialist
colleges but not for sixth form colleges
(this would enable separate targets to
be set for long and short qualifications
in general further education and
specialist colleges but not for sixth
form colleges); and

not be differentiated by age (targets
should be set for all ages for both long
and short qualifications).

123 Agreement to the proposal not to
differentiate headline success rates by age
group does not preclude the discussion of
success rates by age group as part of the
development plan and for setting individual
college or provider of further education
improvement targets for success rates.

Q16 Do you agree with the proposal
that national floor targets and headline
success rates should be disaggregated
into long and short qualifications for
general further education and specialist
colleges but not for sixth form colleges?

Q17 Do you agree with the proposal
that national floor targets and individual
institution headline success rates should
not be differentiated by age for both
long and short qualifications?

Differentiation of success rates by
curriculum area

124 It would be possible to differentiate success
rates by programme areas or more specific
curriculum areas, since these can vary. However,
since higher and lower performing areas tend to
balance out for an individual college or provider,
we propose to focus on a single target for each
college or provider. However, within the
development plan, the Council and the college
or provider will want to consider identifying
particular curriculum areas for improvement on
which the college or provider should focus to
achieve the target improvement.

Former external institutions

125 It is proposed that the same approach to
the disaggregation of sector-wide floor targets
and individual institution success rates is used
for the further education funded provision in
former external institutions as for colleges.

126 An analysis of data from former external
institutions is presented in Annex F. The
conclusions are summarised below:

95% of the provision is for adults so
there is no need to differentiate
success rates by age group;

40% of provision is on short
qualifications and results for short
qualifications are significantly better
than for long qualifications; and

in a separate analysis of individual
institutions, no particular institution
type was disproportionately
represented in the higher or lower
ranges of success rate outcomes.

127 It is proposed, therefore, that national
targets and headline success rates for the
further education provision in former external
institutions should be disaggregated by length

19
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of qualification but not by type of institution
or by age group.

Q18 Do you agree with the proposal to
set targets for individual success rates
and sector-wide floor targets for the
further education funded provision in
former external institutions using the
same approach as for further education
colleges?

Work-based learning provision

128 2001/02 is the first year during which
data on learners’ achievements has been
collected on a consistent basis for all work-
based learning providers. During 2001/02 it
was clear that the quality of data on
achievements was steadily improving.
However, the successful completion data for
work-based learning providers is not yet
entirely reliable.

129 To date, little work has been carried out
to differentiate successful completion rates for
work-based learning by type of provider (for
example, further education college-based,
voluntary charitable, private, employer based,
or by the vocational areas of provision). The
Council is conscious of the need to carry out
such differentiation and would welcome
comments on how this might be done.

Q19 What should be the focus of the
Council’s work to disaggregate work-
based learning completion rates?

130 It is proposed that, at this stage, there
should be no dissagregation of the national
floor target for work-based learning provision
(on modern apprenticeships and NVQs), or for
individual college’s or provider’s completion
rates for learners in work-based learning
programmes.

131 Agreement to the proposal not to
differentiate headline completion rates by age
group, does not preclude the discussion of
completion rates by age group or by sectoral
group as part of the development plan and for
setting individual college or provider
improvement targets for success rates.

Q20 Do you agree with the proposals
for headline success rates for work-based
learning provision in relation to colleges’
or providers’ development plans?

Fourth headline improvement
target — teacher qualifications

132 Success for All confirms that all learners
must be taught by teachers with appropriate
skills and qualifications. By 2010, it is expected
that all further education college teachers
should be qualified to teach, except for new
entrants, who would be expected to achieve
appropriate qualifications within two years of
entry for full-time staff and four years of entry
for part-time staff.

133 The national interim target for further
education colleges requires that 90% of full-
time and 60% of part-time teachers should be
qualified to teach or enrolled on an
appropriate course by the end of July 2006. At
this stage, no national target has been set for
qualifications of teaching staff for other
providers of further education or for work-
based and adult and community learning
provision. However, it is envisaged that, in
future, targets similar to those for the further
education colleges will be introduced. These
will take into account the distinctive needs
and characteristics of the types of provider and
provision.

134 Every college and other provider of
further education will be expected to set
headline improvement targets for teacher
qualifications within its development plan. The
targets should indicate the number of teachers
who will be qualified to teach or enrolled on
appropriate courses to become qualified by the
end of July 2006. For further education
colleges, these should normally be set in line
with the national interim targets. For other
providers, they should be challenging but
achievable.

135 Where national targets are already met or
exceeded, colleges and other providers should
set challenging, but achievable targets, which
will help them to move towards a fully
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qualified workforce by 2005/06. Colleges and
providers which already have a fully qualified
workforce, both full-time and part-time, will be
expected to set targets for continuing
professional development for their teachers,
including involvement in programmes
organised by the DfES’s Standards Unit for
teaching and learning.

136 Each college and other provider of further
education should also set annual milestones
for teacher qualification targets for 2003/04
and for 2004/05. Exceptionally, colleges where
few staff are qualified may be allowed a longer
period to reach the national target level. We
will encourage colleges and other providers to
also set targets for the proportion of work-
based learning staff with appropriate
qualifications.

137 Progress against colleges’ and other
providers' targets for teachers’ qualifications
set out in their development plans will be
reviewed as part of the local LSC's monitoring
process and taken into account in the
Council’s spring performance review reporting.
Where colleges or other providers of further
education do not set sufficiently challenging
targets or do not make progress towards the
achievement of targets, this will contribute
towards performance review judgements and
contribute to the determination of the rate of
funding for colleges or other providers of
further education. We will ensure that
appropriate arrangements are in place for
collecting data on teachers’ qualifications. To
assist discussions between colleges and local
LSCs, analysis of the latest data from the Staff
Individual Record (SIR) will be made available.

Q21 How do you think colleges and
other providers of further education can
best contribute to the achievement of
the interim national target for teachers’
qualifications?

Q22 How should agency staff or staff
provided by third party providers be
included in headline improvement
targets for teachers’ qualifications?

Q23 How do you think work-based
learning and adult and community
learning providers can best set targets in
their three-year development plan, to
help accelerate progress towards a fully
qualified teaching and training
workforce?

138 More information about qualifications for
teachers is given at Annex G. Further
information about qualifications for work-
based learning staff is set out at Annex H.
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Section 4 - Assessing
Performance to Determine
Progress and Funding Rates

139 This section sets out our proposals for
performance assessment criteria and processes
for funding allocations made under three-year
agreements. It presents our proposals on
funding rates linked to colleges’ performance
and the performance of providers of further
education.

140 Section 5 sets out our approach to three-
year funding agreements relating to the
implementation of colleges’ and providers'’
development plans.

Different rates of funding linked
to levels of performance

147 In line with Government policy set out in
Success for All, from 2004/05 the total Council
funding received by colleges and other
providers of further education will be linked to
their performance.

142 The effectiveness of the implementation
of colleges’ or providers’ development plans,
including the achievement of headline
improvement targets will be through the
Council’s performance review arrangements.
Performance review assessments will be the
basis for determining whether or not to enter
into three-year funding agreements with
colleges and other providers and for different
rates of funding linked to performance for
colleges and other providers of further
education. Performance review is a familiar
system for colleges and providers based on a
framework and an approach developed in
consultation with colleges and providers, and is
informed by the commitment to minimise
bureaucracy advocated in Trust in the Future.

143 Currently, performance review applies to
further education colleges, work-based

learning providers, Ufi/learndirect hubs, non-
local authority external institutions and
specialist designated institutions. By the end of
2003, local authorities (as former external
institutions and providers of adult and

community learning) will also come into scope
of performance reviews. Development work
will be undertaken, in liaison with key
stakeholders, to extend the scope of reviews to
cover further education in higher education
institutions during this year. Those providers
involved in performance review should not be
disadvantaged as interim arrangements will
allow evidence about providers’ performance
to be normally considered by the local LSC
when drawing up their three-year funding
agreements.

144 In autumn 2002, revised arrangements for
performance review were introduced.
Performance is now assessed in three key areas
using five performance categories. Assessment
focuses on whether or not targets are being
met and how effectively the development plan
is being implemented. Details of the
performance review framework can be found in
Circular 02/19 Reviewing Performance:
Arrangements for Colleges and Providers from
October 2002. Local LSCs undertake and report
on performance reviews twice a year in autumn
and spring. Assessments are comprehensive and
draw on information supplied through normal
data gathering, monitoring and partnership
working. Bureaucracy is minimised by using
existing data and information.

Making judgements

145 Local LSCs will assess the college'’s or
provider's progress towards the headline
improvement targets, and progress in
particular areas of provision, as set out in the
development plan. Performance review
assessments have to be substantiated by clear
evidence, and staff in local LSCs strive to
ensure that judgements are rigorous but fair.
Assessments are based on a combination of
quantitative data derived from the
individualised learner record (ILR) and the
judgement of the local LSC. For example, if a
college and local LSC agree a 5% increase in
success rates for long qualifications, and agree
this should be delivered mostly by improving
the success rate in long level 2 qualifications
and if the college expands level 1 provision
and improves the success rates on level 1
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provision rather than level 2, then the local
LSC will make a judgement about whether the
target has been met or not.

146 Similarly, if a college or provider is
achieving its annual milestones for success
rates, but has diluted its commitments to
widen participation this will impact adversely
on the assessment made by the local LSC on
progress.

147 The Council will issue guidance for local
LSCs and have systems for moderation to
ensure rigour and reasonable national
consistency. Staff development programmes
will also help us to strengthen consistency of
practice when exercising local professional
judgements.

148 The Council continues to prioritise the
development of the necessary skills and
expertise of its staff involved in performance
review. We are aware of the crucial need to
maintain and improve our professional working
relationships with colleges and providers. The
Council has arrangements in place for
moderation of performance review and will
strengthen these further.

149 Data used to inform judgements made in
performance reviews will be the most up-to-
date data available. However, some data only
become available one year later. It is proposed
therefore, that for the 2004/05 funding year,
in-year data for 2003/04 showing progress
towards meeting headline improvement
targets and implementing the development
plan be used in performance reviews, together
with data on learners’ achievements from
2002/03. Therefore, use of these data in
performance reviews in spring 2004
performance review will enable decisions
about funding rates for colleges and providers
of further education to be made in good time
and before the confirmation of the 2004/05
budgets. Where colleges or providers do not
have timely or accurate data, this is, of itself, a
concern and will be considered as part of the
performance review assessments.

Standard funding from 2003/04

150 In return for agreeing their development
plans with their local LSC, all colleges and
other providers of further education will
benefit from the standard funding rate. For
2003/04, this will represent an increase in real
terms on levels of funding for 2002/03 levels.

151 To remain eligible for the standard
funding rate in future years, the college or
provider of further education must make
progress in implementing its agreed
development plan and the meeting the
headline improvement targets specified in it.
The unit of funding for 2004/05 and 2005/06
will increase on average by 2.5% in real terms.

152 We expect all colleges and providers of
further education to agree a development plan
for 2003/04 with their local LSC, and therefore
receive the standard funding in that year. If the
college or provider of further education fails to
agree its plan with the local LSC, its funding
allocation for 2003/04 will be reviewed.

153 We will work in partnership with colleges
and providers of further education to improve
the quality and responsiveness of their
provision. We expect a growing proportion of
colleges and other providers in receipt of the
standard funding rate to improve year by year
from having some concerns or being judged
acceptable through in performance review, to
becoming assessed as strong or excellent.

Premium funding from 2004/05

154 Colleges and other providers of further
education which have been judged as
consistently excellent through performance
review, will be funded at the premium funding
rate from 2004/05. In 2004/05 and 2005/06
the premium rate is likely to be an average of
3.5% higher in real terms. We envisage that
some 10% of colleges and other providers of
further education are likely to be eligible for
the premium rate.

155 Following the policy set in Success for All,
the Council believes that rewarding excellence
in this way through the premium rate will
provide an incentive for colleges and other
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providers of further education to strive to
achieve excellence. By rewarding colleges and
providers for excellence, the Council can also
help them to sustain good practice and share
this with others.

Proposed criteria for award of
premium funding

156 For 2004/05, premium level funding will
be allocated to those colleges and providers of
further education judged as excellent through
performance review. Such colleges and
providers will:

be making excellent progress towards
the achievement of demanding targets
(as defined in Section 3);

embrace the widening participation
agenda;

have high overall success rates for their
type of college or provider;

be implementing their agreed
development plan with particular
effectiveness;

be judged as strong or excellent overall
in the review in autumn 2003, and
excellent in spring 2004. Thereafter,
these colleges and providers will be
expected to continue to demonstrate
excellence across their work; and

in any inspection carried out by the ALI
or OFSTED, including inspections
carried out in 2003/04, to have their
leadership and management graded as
outstanding or good, most of their
curriculum areas graded as good or
better and none graded less than
satisfactory.

157 It is anticipated that colleges and
providers of further education recognised as
Beacons will feature strongly among colleges
in receipt of the premium funding rate.

Q24 Do you agree with the
characteristics required for an excellent
college or provider of further education
in order to receive premium funding?

158 The Council recognises that excellence
takes time to build and that sustaining
excellent performance is equally challenging.
The Council will identify annually, in the
spring, those colleges and other providers of
further education which have met the
requirements for premium funding.

159 There may be a small number of colleges
and other providers of further education that
do not sustain their excellence and who may
have to revert to the standard funding rate.
Any college or other provider of further
education which is at risk of losing premium
funding will almost certainly be made aware of
this through the performance review process.

Inflation-only funding rate from
2004/05

160 A college or provider of further education
which has poor performance, and/or is failing
to deliver against the development plan as a
whole and whose performance is significantly
below each of its milestones and targets will
be regarded as having serious concerns. A
college or provider of further education
assessed through performance review in spring
2004 as giving serious cause for concern will
be funded at the inflation-only rate for
2004/05.

161 Similarly, a college or provider of further
education assessed as giving cause for serious
concerns in spring 2005 will receive the
inflation-only funding rate for 2005/06. The
Council will work with colleges and providers
where there are serious concerns, drawing on
the local intervention and development fund
as needed, to help them bring about rapid
improvements. Such colleges or providers may
need to be involved in reorganisation or
merger. See Council Circular 02/06 ‘Quality
Improvement — Intervention to improve the
performance of providers’.



Consultation on Development Planning and Development Plans

162 We expect about 10% of colleges and
other providers of further education to receive
the inflation-only funding rate.

Arrangements for dealing with
disagreements

163 Performance review assessments are
carried out in accordance with an agreed
national policy framework’. When conducting
performance reviews, local offices take account
of all relevant evidence and involve senior
members of staff in the moderation of
judgements. Local LSCs provide opportunities
for colleges and providers to discuss
assessment decisions and, if appropriate, ask
for them to be reviewed and provide
supplementary evidence.

164 In a small number of cases, there may be
disagreements between colleges and providers
and the local LSC about a decision. Some
review or appeals procedure is likely to be
necessary. Views are invited on the possible
frameworks for such a procedure.

Q25 Do you think a procedure for
dealing with disagreements is necessary?
If so, please suggest what frameworks
might be adopted.

"Circular 02/19 — Quality and Standards, Reviewing Performance: Refined Arrangements for Colleges and Providers from October 2002.
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Section 5 - Three-Year
Funding

165 This section sets out our proposals for
implementation of three-year funding
agreements linked to agreement and
achievement of colleges’ and providers’
development plans.

166 In Section 6, we then present our
proposals for floor targets for minimum
performance.

Three-year funding agreements

167 Three-year funding agreements are
designed to support the goals in development
plans. Success for All states that provided an
institution ‘delivers agreed volumes each year,
funding for the next year will be guaranteed at
the previously agreed level for that year’. This
principle is reflected in the proposed
arrangements set out below. It must be made
clear, however, that the purpose of the three-
year funding agreement is to support the
development plan as a whole. Although learner
numbers are the headline measure of progress
for funding allocations, colleges and providers
are expected to deliver the broad pattern of
provision agreed with the local LSC that meets
local strategic priorities.

168 The status of three-year funding
agreements must also be viewed in the
context of the overall funding relationship
between the DfES and the Council. The three-
year funding profile determined by the DfES
for the Council includes a figure for the
2005/06 financial year. Funding for this year
will be subject to the spending review that will
take place in 2004. It should also be noted
that the latter part of the 2005/06 funding
year falls into the 2006/07 financial year, for
which no figures are yet determined.
Furthermore, the DfES can vary its funding for
the Council, for example, in the event of
underspends, or exceptional circumstances
requiring significant changes in the
Department’s own budgets.

169 It is proposed that the three-year funding
agreement for 2003/04 to 2005/06 for
colleges and providers will operate as follows:

2003/04 allocations will be finalised by
May 2003.

By August 2003 colleges and providers
within the scope of the new three-year
funding arrangements will receive a
firm allocation for 2004/05 and
2005/06, which will take account of
any growth targets.

Each college or provider can expect
that its allocation will be confirmed
provided that it delivers its planned
learner numbers and the broad pattern
of provision agreed with the local LSC,
and that it stays within the scope of
the three-year agreement.

Q26 Are the features of the three-year
funding agreement acceptable?

Scope of funding agreements

170 Success for All indicates that three-year
funding agreements will apply to the vast
majority of learning and skills sector providers.
In the context of this document this means:
colleges; local authority providers (that is
former external institutions, and, where
relevant, work-based learning), higher
education institutions with further education;
and Ufi/learndirect hubs will be eligible for
three-year funding.

171 Three-year funding for adult and
community learning provision will not be
available in 2003/04. We will be piloting
approaches for formula funding for adult and
community learning in 2003/04, and will
continue to work with local authorities to
develop the information systems so that the
learner data necessary to support formula
funding can be provided. It would not be
sensible to offer three-year funding
agreements until we have a better
understanding of the disparities in levels of
funding as a result of this work. Three-year
funding agreements at this stage would reduce
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flexibility to address disparities. Local
authorities providing adult and community
learning will be offered at least 90% of their
2002/03 funding in 2003/04.

172 In line with Government policy set out in
Success for All, we propose that all colleges and
providers will be eligible for a three-year
funding agreement unless they are assessed as
giving cause for serious concerns through
performance review by the local LSC. If a
college or provider is categorised overall as
giving cause for serious concerns in the spring
2003 performance review, it will not normally
be offered a three-year funding agreement.

173 Performance review provides the best all-
round assessment of an institution’s capacity
to plan and manage its activity effectively.
Colleges or providers giving us cause for
serious concern are offered a programme of
support which may lead to significant changes
in provision and funding. It would not be
appropriate to offer such colleges or providers
three-year funding arrangements. For those
providers not yet covered fully by performance
review, for example LEAs’ adult learning
services, the Council will develop interim
arrangements.

174 An improvement in a college’s or
provider’s position will enable it to receive a
longer term funding agreement. Any college or
provider which moves out of the category of
giving cause for serious concerns by the spring
2004 review, will become eligible for an
agreement covering years 2004/05 and
2005/06 of the three-year cycle. If however, a
college or provider with which a three-year
funding agreement has been reached moves
into the category giving cause for serious
concerns, we will consider whether it is
appropriate to continue with the agreement
for 2004/05 and 2005/06. We would normally
expect to maintain the agreement if the
college or provider has moved out of ‘serious
concerns’ by the spring 2004 review.

175 In the case of higher education
institutions receiving funding for further
education provision, we will seek advice from
the Higher Education Funding Council for

England (HEFCE) to ensure that our approach
is consistent with that of the funding
arrangements of HEFCE.

Q27 Do you accept the proposal that
colleges and providers should be offered
a three-year funding agreement, other
than those assessed as giving cause for
serious concerns through performance
review?

Q28 Are the proposals for dealing with
colleges or providers moving into or out
of 'serious concerns’, reasonable?

Calculation of three-year
funding

176 Success for All states that the three-year
funding agreement for colleges and providers
must be linked to learner volumes, which also
form part of the headline improvement targets
in the development plan. We proposed in
Se