
What can the UK government expect to get for 
its £1.5 billion investment in further education 
colleges? Claudia Hupkau and Sandra McNally 
investigate the benefits of capital projects in the 
sector and find that they help more students get 
a good qualification than previously thought.

A
bout half of school leavers in 

England attend institutions 

of further education (FE), 

although these FE colleges 

are often considered the poor relation of 

schools and universities, enrolling lower 

achieving students and spending less per 

student (Farquharson et al, 2021). Capital 

expenditure accounts for about 10% of 

FE college expenditure, and in the 2020 

budget, the UK government committed 

£1.5 billion over five years to bring college 

facilities up to a good level.

Will this investment make much of a 

difference to student outcomes? In new 

research (Hupkau et al, 2021), we suggest 

that it will help: getting more students 

to achieve a good upper secondary 

qualification, increasing enrolment in 

higher education and even improving 

employment outcomes. 

This is a surprising, and welcome, 

finding. There is relatively little evidence 

about the effects of capital expenditure  

on educational outcomes at any stage  

of education. The current evidence is 

mostly from the United States and finds 

mixed results.

While of course there needs to be 

some general maintenance to buildings 

used for teaching and learning, it isn’t 

obvious that large grants can be justified 

at a time when there are many demands 

on public expenditure. In fact, large capital 

programmes can be extremely disruptive 

while not necessarily leading to tangible 

improvements in educational outcomes 

over time. We set out to explore this 

issue in the context of investment in large 

capital projects in FE colleges in England. 

We use information on capital 

expenditure programmes between 2006 
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and 2009, and link this to administrative 

data on individual educational and  

labour market outcomes up to 2017.  

Our strategy takes advantage of two 

features of the data and the way that the 

capital expenditure programme  

was implemented.

First, we have a rich dataset on 

student-level outcomes and characteristics, 

which allows us to control for prior 

attainment. Second, we can use the 

fact that not all capital expenditure 

programmes are undertaken at the same 

time to select a group of control students. 

Comparing colleges
We focus on large capital projects only. 

We select treatment and control groups of 

colleges that invest in similar large capital 

expenditure projects (at different times) 

and examine later outcomes for students 

attending these colleges. Treatment 

colleges receive large capital grants 

between 2006 and 2009; control group 

colleges receive similar large grants, but 

after the time in which we look for effects 

(up to four years post grant approval).

Figure 1 shows estimates of how the 

treatment and control groups of colleges 

differ in their capital expenditure and 

fixed assets between three years before 

the large capital grant was approved 

to four years afterwards. Before grant 

approval, they have similar levels of capital 

expenditure. Then, after grant approval, 

capital expenditure increases in treatment 

colleges for about three years, after which 

it goes back to the same level as in control 

colleges. This is reflected in an increasing 

level of fixed assets in treatment colleges, 

which then stabilise at a higher level 

relative to the control group. 

Large capital grants do not change 

the number of full-time equivalent (FTE) 

students entering treatment colleges 

relative to the control group. But the 

composition of the student body changes. 

This is illustrated in Figure 2, where we 

see that the total number of students is 

unchanged (panel A) but students with 

better grades at GCSE enter treatment 

colleges about three years after they 

receive large capital grants (panel B). 

The question then is whether we 

see an effect of large capital grants on 

student outcomes once we control for 

changes in the composition of intake. The 

answer is yes. Even once we take account 

of other variables (such as students’ 

Figure 1: 

Project timing and college-level expenditure and fixed assets 
– treatment colleges relative to control colleges

3

2

1

0

-1

2

1.5

1

0.5

0

-3 -2 -1 0

Time relative to grant approval

Lo
g

 c
ap

it
al

 e
xp

en
d

it
u

re

Lo
g

 f
ix

ed
 a

ss
et

s

Time relative to grant approval

1 2 3 4

Capital expenditure Fixed assets

-3 -2 -1 0 1 2 3 4

Figure 2: 

Student numbers and composition before and after large 
capital grants – treatment colleges relative to control colleges
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benefited from large capital 

projects are more likely to go 
on to higher education
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prior achievement), large capital grants 

lead to an increase of about four to 

five percentage points in the number of 

students enrolling in a level 3 qualification. 

This is a reasonably large effect. It is close 

to the effect of marginally achieving a 

good grade in the KS4 (GCSE) English 

exam, which has been shown to affect 

the probability of enrolling in a level 3 

qualification by between 6.4 and nine 

percentage points (Machin et al, 2020).

Enrolling in a level 3 course matters 

because less than half of young learners 

entering FE colleges progress to these 

courses (Hupkau et al, 2016). Level 3 

qualifications are associated with higher 

earnings (McIntosh and Morris, 2016) and 

are a pre-requisite for university. 

Conditional on enrolment, there 

is no effect of large capital grants on 

achievement rates at level 3. This is a 

good outcome because it shows that 

even though FE colleges with large capital 

grants manage to get more students on 

to level 3 courses, these students do not 

end up dropping out of their courses 

or otherwise failing to achieve their 

qualifications. 

Higher education enrolment
Investment in capital projects also affects 

the probability of enrolling in higher 

education. Students that first attend 

treatment colleges about three years after 

grant approval are about five percentage 

points more likely to enter higher education 

at some point post-FE compared with those 

attending control colleges. 

The magnitude of the effects goes 

down to about 3.4 percentage points 

after controlling for their GCSE results 

and demographics. Again, the magnitude 

of effect is within the same ballpark as 

effects shown by Machin et al (2020) 

for achieving a good grade in GCSE 

English. Furthermore, only about 28% of 

students in our sample progress to higher 

education – so changing this by over three 

percentage points is impressive.

Figure 3 illustrates effects for these 

two outcomes in an ‘event study’ 

framework. It shows an estimate of the 

effect of the grant approval for a capital 

project on outcomes over time (noting 

that before the approval, there should 

be no effect). After we take into account 

a student’s previous achievement and 

demographics, there is no immediate 

difference in outcomes between treatment 

Safe and clean classrooms – with 
no overcrowding, good lighting and 
heating – could lead to higher student 
and teacher morale and greater effort
Figure 3: 

Project timing and educational outcomes
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This article summarises ‘The Effects of College 
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The probability that those entering FE colleges will 
achieve better education and employment outcomes 
rises around three years after grant approval

and control colleges. Differences take 

about three years to emerge.  

Our research shows that effects are 

usually larger for the largest grants. 

They also show that the positive effects 

on learning outcomes at FE college are 

also reflected in early labour market 

outcomes. After taking account of 

controls, students who attend FE colleges 

four years after the college received large 

capital grants are more likely to be in 

sustained employment than those who 

went to control colleges, by around one 

to two percentage points. Any effect on 

earnings is more uncertain, though the 

interpretation is complicated because 

large capital grants induce students 

to study for longer (by increasing the 

participation rate in higher education).

To summarise, large capital grants 

increase the probability of achieving better 

education and employment outcomes 

for those entering colleges around three 

years after grant approval (that is, when 

the project is likely to be completed). How 

could capital expenditure lead to these 

positive effects? 

A visible effect on outcomes
First, spending on new equipment, 

laboratories or workshops may improve 

learning on courses that rely on specific and 

costly assets (for example, engineering).

Second, better buildings may improve 

the learning experience. Safe and clean 

classrooms – with no overcrowding, good 

lighting and heating – could improve 

concentration and lead to higher student 

and teacher morale and greater effort. 

Our study is one of very few to 

evaluate the effect of capital expenditure 

for students in post-secondary education. 

Our use of micro-data and our careful 

attention to causality allow us to go 

beyond the government’s own analysis 

of FE capital expenditure (BIS, 2012) – 

which only found small effects on student 

numbers and no effect on achievement or 

retention. Our study suggests that these 

effects were underestimated.

Our results show that capital 

investment in college infrastructure has 

a visible effect on student outcomes 

within a reasonable timeframe. Investing 

in capital infrastructure can benefit many 

cohorts of students and is best considered 

a long-term investment. These results are, 

however, reassuring for policy-makers who 

may be more concerned about short-term 

returns as they show that for large capital 

projects, the benefits materialise as soon 

as the project is complete.
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