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Summary

Schools in England are now facing the most significant financial pressure since the mid-
1990s. Funding per pupil is reducing in real terms. If they are to manage within the funds
available, schools will have to find efficiency savings rising from £1.1 billion in 2016-17
to £3.0 billion (equivalent to 8% of the total budget) by 2019-20 because of costs which
are outside their control, such as pay rises, higher employer contributions to national
insurance and the teachers’ pension scheme, and the apprenticeship levy. They will
also have to cope with the consequences of reductions in the Education Services Grant
and the cost of implementing other policy changes, such as changes to the curriculum
and assessment. Drawing on a desk-based benchmarking exercise, the Department
for Education (the Department) believes schools can save £1.3 billion through better
procurement and the balance of £1.7 billion by using staff more efficiently. Schools
have already been making savings in a number of ways, but the Department considers
they can save more, such as through better energy deals. However, staft account for
three-quarters of schools’ spending, and savings here will be harder to achieve without
detrimental effects on the quality of education and educational outcomes. It is not
clear how the Department will monitor both spending and performance so that it
can intervene quickly where schools make efficiency savings in ways that risk causing
damage. Without effective and timely monitoring of areas such as the breadth of the
curriculum and class sizes, there is a real risk that the Department will not be able to
prevent declining standards.
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Introduction

The Department for Education (the Department) is accountable for securing value for
money from spending on education services in England. At January 2016, there were
20,179 state-funded primary and secondary schools across England, educating 6.4 million
pupils aged between 5 and 15. The Department delegates responsibility for oversight to
the Education Funding Agency, which oversees financial management and governance in
academies directly and in maintained schools through local authorities.

The Department’s overall schools budget is protected from inflation. In the 2015
Spending Review, the Government increased the core schools budget by 7.7% in cash
terms, from £39.6 billion in 2015-16 to £42.6 billion in 2019-20. However, pupil
numbers are expected to increase over the same period by 6.3%, from 7,262,000 in
2015-16 to 7,720,000 in 2019-20. This means that the amount that schools receive per
pupil will, on average, rise only by 1.3%, from £5,447 in 2015-16 to £5,519 in 2019-20,
a real-terms reduction once inflation is taken into account. The Department estimates
that mainstream schools face cost pressures rising from £1.1 billion (equivalent to 3.1%
of the total budget) in 2016-17 to £3.0 billion (8.0%) in 2019-20. Schools will have to
counteract these cost pressures by making economies or efficiency savings. The
Department aims to support schools to ensure that, by 2020, schools have the skills,
capabilities and tools to manage pressures on their budgets while maintaining or
improving educational outcomes.
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Conclusions and recommendations

L.

The Department for Education does not have the necessary arrangements in place
to identify, and therefore act, if the actions schools take to make efficiency savings
threaten the quality of education and educational outcomes. The Department for
Education (the Department) expects over half of the required savings (£1.7 billion
by 2019-20) to come from schools using staff more efficiently. Schools spend half
of their budgets on teachers and have tended in the past to reduce the proportion
of spending that goes on teaching staff faster than other categories. To reduce staft
costs, schools are likely to increase teachers’ contact time and class sizes, rely more
on unqualified staff and staff teaching outside of their specialism, and require head
teachers and other senior staff to do more teaching. The head teachers who gave
evidence told us that they plan to make savings by, among other things, dropping
subjects and scaling back on school trips to avoid the cost of teaching cover. The
actions schools take are likely to increase teachers’ workload, with implications for
recruitment and retention, and put at risk the quality of education. The Department
said that it will gain assurance that schools are achieving desirable efficiency savings
and that educational outcomes are being maintained from existing information,
such as Ofsted inspections, key stage tests and exam results. However, these
indicators are time lagged and we may not know the full impact on educational
outcomes until 2021 when the new GCSE results come through. This will be too
late for the children who are in school now. The Department does not seem to have
a plan to monitor in real-time how schools are making savings and the impact on
the education provided. Without this monitoring the Department will not be able
to identify concerns and take action in a timely way.

Recommendation: The Department should develop and publish by the end of June
2017 a set of indicators, which it will monitor to gain assurance that the quality of
education and the outcomes schools achieve are not being adversely affected by the
need to make savings. These indicators might include the breadth of curriculum,
class sizes and pupil-teacher ratios.

The Department does not seem to understand the pressures that schools are
already under. The Department’s view that schools can make the necessary savings
is drawn from its desk-based statistical benchmarking analysis that compared
schools with different levels of spending but similar pupil characteristics and levels
of attainment. The Department is developing guidance and support to help schools
improve their financial management and make savings. However, the head teachers
who gave evidence told us that the Department does not understand the budgetary
pressures that they are facing. They reported that they have already made cuts in
important areas and their ability to make further savings is limited. For example,
they have already cut maintenance costs, reduced how much they spend on
recruiting teachers and not updated IT equipment. They have also had to cut back
on support staff, including counselling and other pastoral services, which provide
valuable support for vulnerable students. These cuts are being made at a time when
schools are expected to do more to look after the mental health of children and
young people. We are concerned that the Department has not spoken enough to
schools to understand what savings they can realistically make. Our report on
training new teachers in June 2016 highlighted similar concerns about how the
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Department engages with schools. In response to that report, the Department
accepted that it should set out when and how it would talk more to school leaders
about the recruitment challenges they face and agreed to put in place arrangements
for this from July 2017.

Recommendation: The Department should build on the arrangements it is putting
in place from July 2017 to speak to head teachers about the efficiency challenges
they face, how useful they find the Department’s guidance and support, and what
more the Department could do to help schools make savings.

The apprenticeship levy will be an additional cost for schools but they will only
be able to benefit in a limited way from the funds. From April 2017, all employers
with an annual pay bill of over £3 million must pay the apprenticeship levy to fund
apprenticeship training. For schools, the levy will amount to a cost pressure worth
0.4% of the total core budget. The Department views the apprenticeship levy as
an opportunity rather than a cost, as schools will be able to use the funds from
the levy to increase the training available. However, schools have to use the funds
within two years and the only way that schools can currently use apprentices is in
back-office administrative roles, precisely the areas where the Department expects
schools to make savings. The Department said that it plans to introduce a teaching
apprenticeships scheme from September 2018 but agreed that it needed to avoid
further complicating the routes into teaching.

Recommendation: The Government should set out by the end of June 2017 the
financial impact of the Apprenticeship levy on schools.

In calculating the £3 billion of required efficiency savings, the Department has
not assessed the impact of all the cost pressures that the Government is placing
on schools. While the Department must assess and fund extra costs for local
authorities from new powers, duties and other government-initiated changes, it
does not have to do the same for schools. The Department’s savings estimates do
not take account of the cost implications for schools of its policy changes. We heard
from head teachers, the National Union of Teacher and the National Governors’
Association examples of uncosted policy changes, for example curriculum changes
that require new textbooks and learning materials. Head teachers and the National
Association of Head Teachers also highlighted the withdrawal of the Education
Services Grant, which funded the education services that local authorities provide
to maintained schools and that academies provide for themselves. This funding will
be phased out by 2018-19, saving £615 million per year. The Department has not yet
completed its work to assess the impact on schools of withdrawing the Education
Services Grant. It said that around £190 million of the money saved is expected to be
returned to schools and local authorities to use for school improvement.

Recommendation: The Department should publish by the end of April 2017 the
results of its work to assess the impact of withdrawing the Education Services
Grant; and it should routinely assess and make public the cost implications of
policy changes including curriculum and assessment changes.
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The Education Funding Agency’s approach to oversight and intervention means
it has not intervened in all cases where schools are at financial risk. The Education
Funding Agency (the Agency) regards schools as at financial risk if, for example,
they have persistent or excessive deficits. The way in which the Agency has applied
its intervention criteria means it has not intervened as often or as early as it should
have in local authorities with maintained schools at financial risk. For example, the
Agency did not intervene in the Isle of Wight even though it was the local authority
with the highest proportion of maintained schools in deficit in 2014-15 (13%). The
Agency has agreed to adjust how it applies the criteria it uses to decide whether to
intervene in local authorities and to consult local government on further changes
to its approach. The Agency is also piloting a preventative approach to support
academy trusts at risk of getting into financial difficulty and expects to implement
the approach in full from March 2017. It undertook to speak to local government
about the potential to use this preventative approach for the maintained school
sector. The Agency has not evaluated whether its interventions are helping schools
to address financial risk. The evidence indicates that its interventions may not
always result in academy trusts successfully tackling the financial issues that led the
Agency to take action in the first place. The Agency has now agreed to evaluate the
effectiveness of its interventions on schools’ financial sustainability.

Recommendation: The Education Funding Agency should set out by the end of
June 2017 how it will refine its approach to intervening with local authorities
and academies, including how and when it will evaluate the effectiveness of its
interventions.

Schools are now facing similar pressures to other sectors but the Department
does not seem to be learning from this experience, in particular from how over-
ambitious efficiency targets in the NHS proved counter-productive. In recent
years, the Government has protected school funding compared with most other
areas of public spending. However, schools are now entering a period of reduced
spending power not experienced since the mid-1990s. This brings risks as schools
seek to reconcile financial, workforce and quality expectations. The Department
needs to help schools to manage these risks. We reported last month on the ever
worsening state of NHS finances as trusts struggle to meet increasing demand for
services while also attempting to achieve unrealistic targets for efficiency savings.
Twice in 2016, in our reports on the sustainability and financial performance of
acute hospital trusts and then on the supply of clinical staff, we reported how the
unrealistic efficiency targets set for the NHS had caused long-term damage to trusts’
finances. NHS England and NHS Improvement do not dispute these points. For
example, the focus on reducing staff costs in order to meet efficiency targets led
to trusts consistently understating how many staff they would need and resulted
in gaps in staffing, which then had to be filled with more expensive agency staff.
The Department of Health had provided ineffective leadership and support, giving
trusts conflicting messages about how to balance safe staffing with the need to make
efficiency savings. We asked the Department about the risk that schools could end
up in a similar position to the NHS, but the Department said that it was not in a
position to comment on the NHS. We are concerned that the Department does not
seem to recognise the similarities and the opportunity to learn lessons.
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Recommendation: The Department should write to us by the end of June 2017
outlining how its approach to schools’ financial sustainability reflects lessons

from the experience of other sectors, in particular the Department of Health and
the NHS.
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1 Financial pressures

1.  On the basis of a report by the Comptroller and Auditor General, we took evidence
from the Department for Education (the Department) and the Education Funding Agency
(the Agency) on the financial sustainability of schools." We also took evidence from three
head teachers and the general secretary of the National Association of Head Teachers.

2. At January 2016, there were 20,179 state-funded primary and secondary schools
in England, educating 6.4 million pupils aged between 5 and 15.” The Department sets
the policy framework for schools and is accountable for securing value for money from
spending on education services. It aims to “deliver educational excellence everywhere, so
that every child and young person can access high-quality provision, achieving to the best
of his or her ability regardless of location, attainment or background”.?

3. The Department expects schools to achieve good outcomes for their pupils while
managing their finances efficiently and sustainably. It delegates responsibility for financial
oversight to the Agency, which oversees academies directly and maintained schools
through local authorities.*

4. In the 2015 Spending Review, the Government increased the total schools budget by
7.7% from £39.6 billion in 2015-16 to £42.6 billion in 2019-20. This protected the total
core budget from forecast inflation.” The Department forecasts that pupil numbers will
rise over the same period by 6.3%, from 7,262,000 in 2015-16 to 7,720,000 in 2019-20.
As a result, the funding that schools receive per pupil is not protected from inflation and
will increase by only 1.3% in cash terms over the same period, from £5,447 in 2015-16 to
£5,519 in 2019-20.°

5. As well as the cut in real-terms funding per pupil, schools face significant cost
pressures. The pressures come from: pay rises; the introduction of the national living
wage; higher employer contributions to national insurance and the teachers’ pension
scheme; the apprenticeship levy; and non-pay inflation.” The Department estimates that,
to counteract these cost pressures, mainstream schools will need to make economies and
efficiency savings worth £1.1 billion (3.1% of the total budget) in 2016-17 rising to £3.0
billion (8% of the total budget) by 2019-20.°

The impact on education

6. The Department told us that achieving savings of the magnitude required would not
be easy for schools but would be “doable” without affecting educational outcomes.” It had
reached this conclusion by drawing on its statistical benchmarking exercise that compared
schools with different levels of spending but similar pupil characteristics and levels of
educational attainment. It had assessed the level of savings that could be achieved if the

1 C&AG's Report, Financial sustainability of schools, Session 2016-17, HC 850, 14 December 2016

2 C&AG's Report, para 1 (The January 2016 school census, published in June 2016, is the most recent complete
data available)

C&AG's Report, para 1

C&AG's Report, para 2

C&AG's Report, para 7

C&AG's Report, para 1.4 and Figure 2

Q 5; Fair Funding for All Schools (FSS0002) para 7; C&AG's Report, Figure 3

aAG’s Report, Figure 4
Qq 37,42, 58, 61, 62
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https://www.nao.org.uk/wp-content/uploads/2016/12/Financial-sustainability-of-schools.pdf
https://www.nao.org.uk/wp-content/uploads/2016/12/Financial-sustainability-of-schools.pdf
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http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/public-accounts-committee/the-financial-sustainability-of-schools/oral/45997.pdf
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highest spending schools reduced their spending to lower benchmarks achieved by similar
schools.” It also examined procurement spending by other government departments
through Crown Commercial Service frameworks to determine the potential for schools to
save through such frameworks. Overall, the Department’s analysis indicated that schools
could save £1.3 billion by 2019-20 through better procurement, with the balance of £1.7
billion coming from deploying and using staff more efficiently."!

7. Schools spend three-quarters of their budgets on staff, half on teachers. The
Department believes that the quality of teaching is more important to pupil outcomes than
anything else a school can control. However, in the past schools have tended to reduce the
proportion of their spending that goes on teaching staff faster than other categories."?

8. The National Association of Head Teachers told us that in its view the scope for savings
through measures like better procurement would be extremely limited and that schools
would need to cut spending on staff to make efficiency savings.'” To reduce staff costs,
schools are likely to take steps such as: increasing teachers’ contact time and class sizes;
relying more on unqualified staff and staff teaching outside of their specialism; replacing
more experienced higher-paid teachers with younger recruits; and requiring head teachers
and other senior staff to do more teaching.'* The National Union of Teachers noted the
impact of efficiencies on recruitment and retention and that the actions schools take were
likely to increase teachers’ workload, putting at risk the quality of education.'®

9. We asked the Department how it would know if schools started to make savings in
ways which damaged the quality of the education that children received.'® It told us that
it would gain assurance that schools were achieving ‘desirable’ efficiency savings and that
educational outcomes were being maintained from existing information, such as Ofsted
inspections, key stage tests and exam results.'” However, we heard from the head teachers
that these indicators are time lagged and that a meaningful year-on-year comparison
could not be made until 2021 when the new GCSE results came through.'® This would
be too late for the children who are in school now, as a parent who gave written evidence
said, “a child only has one childhood, and it is vital that risks are dealt with during the
education process, and not years after a child has left school”."’

Understanding the scale of the challenge

10. The Department told us that it was asking schools to make savings by doing what other
schools had done, not by doing something that had never been done before.”® However,
the head teachers who gave evidence said that the Department did not understand the
pressures that schools were under.** The head teachers reported that they had already
reduced their spending and that their ability to make further savings without affecting

10 Qq 42, 45, 58-62; C&AG's Report, paras 1.10 and 1.11
1" C&AG's Report, paras 1.10 and 1.11

12 C&AG's Report, paras 2.3, 2.26

13 Q5

14 Qq 2, 4; C&AG's Report, para 2.6

15 National Union of Teachers (FSS0001)

16 Qq 99, 100, 113, 121

17 Q 125

18 Qq19, 33

19 Louise Mellor (FSS0006), para 3
20 Q45

21 Qq28,55
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educational quality was limited.?” They gave a range of examples of how they had made
savings, including: increasing the teaching commitment of senior staff; narrowing the
curriculum that their schools offered; reducing spending on maintenance; and not
upgrading IT equipment. They had also collaborated with other schools to find savings.?®

11. The National Association of Head Teachers highlighted that as a society we now expect
much more of our schools. It said that we want arts and sports, and children to grow up
as good citizens, but, as there were no measures for these aspects of education, they were
cut back when schools were looking to make cost savings.”* We also heard that schools
are now expected to provide more support to vulnerable pupils in the wake of decreasing
funding to local authorities who once provided these services.”* However, schools do not
receive funding for this purpose and the head teachers said they had started to cut back
on counselling services.>® One head teacher told us that his school had introduced means
testing for counselling and asked some parents to pay for this support. The Department
told us that it was aware of the important role that schools played in supporting the mental
health of pupils and noted that the Government had recently announced proposals to
provide schools with child and adolescent mental health training.?”

12. The National Association of Head Teachers referred to a lack of dialogue between the
Department and school leaders.?® The Department told us that it did engage with head
teachers through channels such as the national funding formula consultation process
and regional schools commissioners’ head teacher boards.* It highlighted that schools
faced different challenges depending on their particular circumstances and agreed that
it was crucial that it engaged well with schools, so that it could understand the issues and
support schools as well as possible. The Department said that it saw the potential for it to
be engaged in a more active conversation with schools over time about the pressures they
face.*

13. In our June 2016 report on training new teachers we raised similar concerns about
how the Department engages with schools. We concluded that the Department relied
on national statistics to tell it whether schools had the teachers they needed but that it
did not talk to schools more directly to understand the difficulties schools could face
in recruiting teachers.*® We recommended that the Department should set out how and
when it would talk to school leaders more and demonstrate how this engagement would
inform its approach to allocating future training places. The Department accepted this
recommendation and agreed to implement it by July 2017, including establishing a cross-
section of schools across England that it could track over time to understand in more
detail the recruitment challenges they faced.*

22 Q2,5,7, 27, 28; C&AG’s Report, paras 2.8-2.12
23 Qq24,571
24 Q19

25 Qq 28, 106, 112; National Governors’ Association (FSS0005), para 1.4
26 Qg 5, 106

27 Q110
28 Q28
29 Q55
30 Q49

31 Committee of Public Accounts, Training new teachers, Third Report of Session 2016-17, HC 73, 25 May 2016

32 HM Treasury, Treasury Minutes: Government responses to the Committee of Public Accounts on the Thirty
Seventh and the Thirty Ninth reports from Session 2015-16; and the First to the Thirteenth reports from Session
2016-17, Cm 9351, November 2016
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14. The Department has been publishing advice and guidance to help schools improve
their financial management and become more efficient, although it has not yet completed
work to help schools secure crucial procurement and workforce savings.*® The National
Governors’ Association told us that many of these materials have been developed in
consultation with practitioners and are helpful.** Just three days before our evidence
session, the Department published school workforce planning guidance and a schools’
buying strategy. It told us that it would be important for school buying managers to work
together and that it was working to put two regional procurement hubs in place from
September 2017 and, with the Crown Commercial Service, to arrange national contracts
for schools to use, for example for energy. However, it would be another year before
regional procurement hubs were in place across the country.*

Apprenticeship levy

15. From April 2017, all employers with an annual wage bill of over £3 million, including
academy trusts and maintained schools supported by local authorities, will have to pay
the apprenticeship levy. Overall this will amount to a cost pressure worth 0.4% of schools’
annual budgets.*®

16. The Department told us that it viewed the apprenticeship levy as an opportunity
rather than a cost, as schools would be able to use the funds from the levy to increase
training, particularly in respect of school business administration.*” It acknowledged that
schools could not currently employ teachers on teaching apprentices and said that it would
be important to introduce teaching apprenticeships schemes as soon as possible. It said
that it would be able to put a teacher apprenticeship scheme in place for September 2018.>*
The Department agreed, however, that it needed to avoid making the routes into teaching
more complicated for those people wishing to join the profession, a problem highlighted
in our June 2016 report on training new teachers.>

Cost of policy changes

17.  While the Department must assess and fund extra costs for local authorities from
introducing new powers, duties and other government-initiated changes, it does not
have to do the same for schools.*® Evidence from head teachers, the National Union of
Teachers and the National Governors’ Association highlighted the cost pressures arising
from changes that the Department has made but has not costed.*' For example, one head
teacher referred to the unfunded costs caused by huge changes to the GCSE and A-level
systems, and said that his school could not afford to buy text books for new subjects.*?
The Department said that estimating the costs of policy changes could entail making

33 C&AG's Report, para 14

34 National Governors’ Association (FSS0005) para 2.2

35 Qq 67, 104, 116-119

36 C&AG's Report, para 1.5 and Figure 3

37 Qq 75,78

38 Q101

39 Q 102; Committee of Public Accounts, Training new teachers, Third Report of Session 2016-17, 25 May 2016

40 EC&AG'S Report, para 1.8

41 @ 13; National Union of Teachers (FSS0001), para 4; National Governors’ Association (FSS0005), para 1.4;
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tricky judgements as the impact of a particular policy change varied from place to place.
However, it agreed that it needed to be more explicit about the additional cost pressures it
was placing on schools.*?

18. The Department is working to complete its assessment of the impact of withdrawing
the Education Services Grant, which is expected to save £615 million by 2019-20.** The
Education Services Grant has been used by local authorities to fund education services for
maintained schools and by academies to fund such services for themselves. The National
Association of Head Teachers told us that removing most of the Education Services Grant
meant that schools would have to spend additional money on the services that local
authorities had previously provided.*®

19. The Department told us that it would be returning £190 million of the money saved
by withdrawing the Education Services Grant in the form of two new grants to schools and
local authorities to use for school improvement and efficiency.*® It also said that it would
be allowing local authorities to keep a proportion of schools’ funding to compensate for
the loss of the Education Services Grant and that local authorities were negotiating with
maintained schools to agree how much they would retain. We heard that, to date, local
authorities intended to retain amounts ranging from £10 to £58 per pupil.*’

43 Qq 49, 65
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45 Q5

46 Qq 52, 64
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2 Intervention by the Education Funding
Agency

20. The Education Funding Agency (the Agency) regards schools as at financial risk if, for
example, they have persistent or excessive deficits. The Agency has set criteria to judge when
to intervene in local authorities where it has concerns about maintained schools. However,
the way in which it has applied its intervention criteria means it has not intervened as
often or as early as it should have in local authorities with maintained schools at financial
risk. For example, the Agency did not intervene in the Isle of Wight even though 13% of
its maintained schools had deficits of 2.5% or more in 2014-15, the highest proportion of
any local authority. The Agency did not intervene because only one individual school had
a deficit of 2.5% or more throughout the four-year period considered under the criteria.*®

21. The Agency said that local authorities may be challenging schools at financial risk,
but acknowledged that there were flaws in how it had applied its intervention criteria.*’
The Agency has decided to adjust how it applies the criteria based on 2015-16 data and
said that it would discuss with local government the potential for further changes to its
approach, such as more data sharing.*

22. On academies, the Agency is piloting a preventative approach to support academy
trusts at risk of getting into financial difficulty and told us that it was on course to implement
the approach in full from March 2017.>' The Agency said that it planned to use the data it
collects from academy trusts on their current and forecast financial positions and pupil
numbers to predict which trusts may get into financial difficulty. On the basis of this
analysis, it would contact trusts at risk and help them develop plans to address financial
issues early. The Agency also undertook to speak to local government about the potential
to use this preventative approach for the maintained school sector.>® It told us that it did
not yet have a timetable for this work but that it had had introductory conversations with
local authorities and the Local Government Association.>

23. The Agency has not evaluated whether its interventions are helping schools to
address financial risk. Each month the Agency compiles a national concerns report to
highlight academy trusts of most concern, including due to financial issues. It intervenes
in the highest risk cases. Between November 2014 and October 2016, the Agency added
70 academy trusts (22% of the 322 that had been highlighted for financial issues) back to
the national concerns reports which it had previously removed following intervention.>*
This indicates that the Agency’s interventions may not always result in academy trusts
successfully tackling the financial issues that led it to intervene in the first place. At our
evidence session, the Agency agreed to evaluate the effectiveness of its interventions on
the financial sustainability of schools.” It also explained that, following the previous

48 C&AG's Report, paras 3.4, 3.6-3.9 and Figure 14
49 Q79

50 @2, 83, 85; C&AG's Report, para 3.7
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Committee’s recommendation in January 2015,%° it had introduced a new central records
system in October 2015 to improve its record keeping. It said that this system would enable
it to evaluate the effectiveness of its interventions on schools’ financial sustainability.*”

56 Committee of Public Accounts, School oversight and intervention, Thirty-second Report of Session 2014-15,
HC 735, 14 January 2015
57 Q90
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3 Learning from other sectors

24. Relative to most other areas of public spending, the Government has protected
funding for schools. However, due to growing pupil numbers and cost pressures, schools
are now entering a period of reduced spending power not experienced since the mid-
1990s.>® As half of secondary schools were already spending more than their annual
income before this round of cost pressures, we asked the Department for Education (the
Department) whether we should be worried that schools’ finances are heading in the same
direction as those of the NHS. The Department said it was not in a position to comment
on the NHS but we consider there are valuable lessons to be learnt.>

25. We reported last month on the deteriorating state of NHS finances as trusts struggle
to meet increasing demand for services while also attempting to achieve unrealistic targets
for efficiency savings. The Department of Health, NHS England and NHS Improvement
were asking local bodies to solve multiple problems and deliver a range of priorities,
without a proper understanding of what they could realistically achieve. There had been
limited testing by the Department of Health, NHS England and NHS Improvement of
their estimates of expected savings, which raised concerns about whether the planned
savings could be achieved. We also concluded that there were indications that measures
taken to restore financial stability were affecting quality in terms of patients’ access to
services and their overall experience of care.®°

26. Hospital trusts will need to make efficiencies of around 4% in 2016-17, 2017-18
and 2018-19 despite that fact that, in our March 2016 report, we concluded that the 4%
efficiency targets set by NHS England and Monitor were unrealistic and had caused long-
term damage to acute hospital trusts’ finances.”’ NHS England and Monitor had not
reflected on historic trends of savings achieved by trusts when setting efficiency targets.
In our April 2016 report on the supply of NHS clinical staff, we highlighted that trusts had
focused on reducing staff costs in order to meet efficiency targets. This had led to trusts
consistently understating how many staff they would need and resulted in gaps in staffing,
which then had to be filled with more expensive agency staff. The Department of Health
had provided ineffective leadership and support, giving trusts conflicting messages about
how to balance safe staffing with the need to make efficiency savings.®?

58 C&AG's Report, para 1.5

59 Qq 39, 127
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Examination of Witnesses

Liam Collins, Kate Davies, Russell Hobby and Stuart McLaughlin.

Q1

Chair: Welcome, everybody, to the Public Accounts Committee on this
Monday 23 January 2017. Today we are considering the National Audit
Office’s Report on the financial sustainability of schools. This is quite
important for us a Committee as a kind of wide, landscape review of
where Government funding plans are going in terms of education in our
schools. There has been much vaunted discussion about the funding
being kept static, but actually, with increasing pupil numbers, the effect
is, as I am sure our first panel are aware, a real-terms reduction in
funding of about 8% per pupil, which is quite significant. The Government
are telling you all that you can resolve this £3 billion gap by using staff
more efficiently and through better procurement. We are really delighted
to have a first panel of people who are at the frontline, and Russell
Hobby—although I don’t know quite where you fit in on the frontline—
from the NAHT, representing a lot of other frontline organisations, to talk
about what you are having to do on the ground. We are trying to get the
flavour of what this really means for pupils and for those of you who are
having to make those decisions about how you are staffing and running
your schools.

I would like to introduce our panel and then ask them to give themselves
a bit more of an introduction. From my left to right we have Stuart
McLaughlin, the headteacher of Bower Park Academy; Kate Davies, the
headteacher at Darton College in Barnsley; Russell Hobby, from the
National Association of Head Teachers—it is fair to say that you represent
primary heads and business managers as well, so we are hoping that you
might give us a bit of a primary perspective, as our other witnesses are
from secondaries—and also Liam Collins, the headteacher of Uplands
Community College. A very warm welcome to you all.

I want to kick off by asking you to give a little more information about
your organisations and the types of school that you are representing.
Could you give us an idea of what decisions you are already thinking
about in order to make sure that your books balance in your own
schools? I know that you, Kate Davies, have had some particular
challenges that you have inherited at Darton. Can we start with Stuart
McLaughlin and go down the panel?

Stuart McLaughlin: Thank you. I have just finished my first week at
Bower Park Academy. I have been moved there by the multi-academy
trust. My school belongs to a trust with three schools and Bower Park has

just gone into special measures; I have taken two schools out of special

measures, so they have moved me there. It is a fairly small multi-
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academy trust but all three schools are facing similar pressures in terms of
budgets, looking at £250,000 or £300,000 savings for next year. At my
last school, Brittons, which I know better in terms of the finances, we have
to make savings of about half a million to avoid a £600,000 deficit next
September.

Chair: What are you looking to achieve?

Stuart McLaughlin: Some of it is just cutting general costs—how much
we spend on maintenance and stuff like that—but £350,000 will be staff
cuts. This will be my third year of restructuring to reduce staffing costs, so
I have cut my teaching to the bare bones. Every teacher is teaching at full
capacity. I have very little spare capacity in terms of spare lessons on the
timetable, so I am now starting to hit the support staff. My worry about
that is that it is going to affect the most vulnerable students. I have a
part-time family counsellor, so he is going to go. I have had to cut EWO
time. I have had to lose LSAs or TAs. I have had to lose a first aid officer
who works in the school.

Chair: So you are experienced at this, but it is challenging?

Stuart McLaughlin: Yes.

Chair: Kate Davies, what about from your perspective?

Kate Davies: My name is Kate Davies. I am the headteacher at Darton,
which is 11 to 16. Previously, I was a primary headteacher, so I can give
both perspectives. I started at Darton two years ago. We had a predicted
budget deficit of half a million this year; we do actually just come out in
the black, unless we encounter any other unexpected costs. We are still
local authority maintained. The things that we have done align very much
with what we are saying: reduce the curriculum offer and cut out the
whole of the community team. We have reduced staffing and reduced the
leadership team. All my leadership team, including me, have a teaching
commitment. We have absolutely no flexibility in our staffing structure to
allow any collaborative work or research and development work. Literally,
I just have enough teachers to put in front of classes, and they are all
working the maximum number of hours they can. Our non-contact time is
very limited both for those teachers and for middle leaders, who are
critical in terms of school improvement. Again, the whole senior team,
which has been reduced in number, all pick up quite a substantial teaching
commitment.

We have reduced support staff. That is a particular challenge for Darton,
which is highly inclusive. We have a statemented population of about
4.8%—nationally it is 1.8%—so there are real resource implications for
that. Actually, it is not so much our statemented learners who are
impacted; it is those children who fall below the threshold—who do not
quite meet the threshold—for a statement, but do have specific special
educational needs.
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We have real issues around tight Ilearning resources. Our ICT
infrastructure, despite the fact that we have a new building, is not really fit
for purpose for a 21st-century building.

So absolutely, from thread to needle, we have slashed budget pots
wherever we can to just take us out of deficit this year. Next year, if I
have to recruit, the apprentice levy will take us back into a situation where
we potentially go into a deficit. And we are a school that is not performing
as well as we could be. Over the two years, we have made significant
improvements on all key measures, but we will how be issued with a
coasting school letter. We have sorted the budget out, but we have not yet
got progress right. Can you do both? It is a challenge.

Chair: That was a very useful canter through the challenges you face day
to day. Thank you for that. Russell Hobby, you have a slightly wider,
national perspective. How is the situation from your point of view?

Russell Hobby: The common theme that you can hear here is that with
three quarters of the budget of a school tied up in staffing costs, the scope
for savings outside that in, say, better procurement or just by cutting
other budgets is going to be extremely limited indeed, so it doesn’t take
long before the headteachers are turning to their staffing, which is
obviously the thing that has the most powerful impact on standards in the
school, and it is the most painful and long-term thing to change as well.
That is a theme that you will hear more.

The other thing that we are finding across schools of all phases is that
although the overall money coming into the education sector is protected
in real terms, the costs on schools are increasing in advance of that. I am
talking about different cuts in other parts of the public sector. The removal
of most of the education support grant from local authorities means that
schools have to spend additional money on that. The fairly dramatic cuts
to capital expenditure mean that schools are now having to dig into their
revenue expenditure for vital repairs, because it has been several years
since—

Chair: I should just say that we are going to be looking at capital funding
in the next few weeks, so we will be touching more on that then.

Russell Hobby: You can dig into that. Then you have the additional
payroll costs imposed on schools through the national insurance
contributions, the employer pension contributions and, now, the
apprenticeship levy as well. The only businesses, if you like, that are not
exempt from it under £3 million are schools themselves, and that is being
passed straight on. It seems a shame to take away from primary and
secondary education to fund what is a very important task elsewhere. So
at the same time as we are asking schools for more savings, we are also
imposing more costs on them.

Liam Collins: 1 think I am going to repeat a lot of the things that have
been said up to this point. We are a community school, so we are still
state maintained. We are in a rural community just south of Tunbridge
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Wells. There is not a lot of house building in the area, so we have suffered
from demographic shifts in terms of our roll. We have been operating at a
deficit from this year, and we will come out of that deficit in the next few
years. One of the things that we talk about is how long it takes to actually
make the changes that are necessary. When you are talking about
redundancies, you have to factor in redundancy costs. You also have to
talk about protected pay levels for certain staff that you are moving in
order to make them more efficient. Those things take quite a long time to
come through in the system, so it’s not an easy, instant fix that you have
to do.

Just to give you a flavour, we have reduced our staffing by nine teachers
over the last four years, and by five support staff. We need to go further
than that to make the savings that we need, because we think we are
going to be underfunded by about £300,000 by 2019-20. To give you an
idea, we go through the local authority and make sure that all our
contracts are as efficient as they possibly can be. We use economies of
scale to buy our insurances and pay our utility costs. We check every
single contract. We now have our grass cut fewer times a year, because
we just can’t afford to keep those kinds of contract going at the same rate.
We clean the school less, because again you can’t keep those contracts
going. Like my colleagues here, I teach. My senior leadership team teach
much more. All my middle leaders teach at a much higher rate. All my
staff teach up to their full capacity. It is very difficult to see where else I
can possibly make changes now that are not going to have significant
impacts on the outcomes for students.

We have already pretty much removed a whole pastoral layer, and that is
at a time when the mental health of young people is such an important
factor, but we just can’t do it in schools any more. We used to employ a
counsellor three days a week, and we now means-test that for any student
who requires it. But again, that is time that is taken up by myself and my
team. Obviously, we have to ask the parents for the money for the
counsellor and then you get into that conversation with parents.

We have not been able to upgrade our IT system now for three years.
That is the computers that the students are using. Of course, they are just
starting to grind to a halt because every software update that comes out
requires a much better computer.

Going back to the capital funding—I know you are looking into this—but
we have not spent £100,000 a year, which is what we need to spend to
keep our buildings maintained, because we just don’t have that £100,000.
Our building is in such a state that we won the priority school building bid,
but we are 2018—

Chair: This is very important and worries you, no doubt. It is not that we
are not interested, but we are doing a separate inquiry into capital
funding, so we will clock your comments for that, but I don’t want to go
down that route. If you could finish your comments.
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Liam Collins: Yes, of course. But in terms of unfunded costs, we have
also had huge changes to the GCSE and A-level systems. We cannot afford
to buy text books for those subjects. We cannot afford to send staff on
training. Last year—

Chair: Could you use online text books? Or you can’t afford them at all?

Liam Collins: They still cost money. We used to be able to have staff do
web and air training. The exam boards are now charging for those. So it is
not even that we reduce our cover costs and travel costs. We still have to
pay £300 just to get access to the web and air sessions on the new
courses.

We reduced our staff training budget from £10,000 to £7,000. At the
moment, you really need to make sure that your staff are at the top of
their game. When they have five spare hours a week not to be teaching—
we can’t even afford to do that at that point.

Although we have made sure that we are going to be fine in our financial
situation going forward, if there are any more shocks to the system—
apprenticeship levies, increases to national insurance or pension beyond
where we are—we are at the point where I can’t see where I can cut any
more without making students suffer.

Chair: Can I quickly ask about the rise in the minimum wage? Has that
had an impact? I see that Kate Davies is nodding.

Kate Davies: That has had for Darton and more significantly for
neighbouring schools, particularly special schools where they have a
higher proportion of staff paid the minimum wage. Yes, I think it has cost
us about £15,000.

Stuart McLaughlin: Cleaning staff, LSAs would be affected and that
would impact on our budget.

Liam Collins: 1t does not just affect the bottom rung. It affects every
rung above it because every rung has to move up slightly. So yes it has
had a significant impact on us as well.

Chair: So all these things imposed on you by Government are now
challenges, on which we will challenge the Department in a moment.

John Pugh: It's a tale of woe, isn’t it? The Government are fairly
confident that you can save in the region of £3 billion. Not only are they
confident, but they specify a range of different things you can do,
whether it is insurance, procurement or managing your staffing budget a
bit better. You have presumably seen the Government’s resources that
they presented to help and assist you in this difficult task, have you?

Liam Collins: The only resource I've seen is an efficiency spreadsheet
that you could put all your costs in and it would tell you where you were in
a league table in terms of your efficiencies. But, no, I haven’t been
presented with lots of information on how to do some of these things.

John Pugh: Good teachers are often good learners as well. Have you



Q11

Q12

Q13

HOUSE oF COMMONS

learned anything from what the Government have told you about better
management of budget? Or have you used all the tricks that they
specify?

Kate Davies: 1 think there are two things. Statistical modelling can make
numbers look reasonable to cut. The second thing is that schools have
been facing budget issues because essentially our budgets have been
static for a number of years. As you say, every trick in the book has been
used.

John Pugh: Has every trick been used by everyone, though? That is what
they are suggesting, that system-wide there is an appreciable saving.
Maybe not for you, because you may have done everything, but maybe
your colleagues haven't.

Kate Davies: Yes, system-wide there have been real-terms cuts. If
schools are sitting on large deficits or large surpluses, that needs to be
challenged, and I hope that it has been challenged. Certainly, my direct
experience is that where that has happened it has been challenged.
Barnsley in particular is a really poorly funded local authority in every
part: primary, secondary and special. There have been real collaborative
efforts to ensure that all schools work collaboratively to find savings to go
out to get best value. High-quality headteachers, and there are a lot of
them, do that.

John Pugh: What'’s your take, Russell, on this?

Russell Hobby: One of the things that school leaders need is clarity over
time for planning, and they have waited a very long time to know what the
funding formula will look like. That’s not a criticism of the funding formula
itself; it's just a criticism of the communication of this. Until a couple of
weeks ago, no head would have known what the full extent of their
funding would look like over the next few years. You cannot plan when
there are staffing changes that need to be made.

I don't think it's about the tools and techniques. If you say to school
leaders, “Take £3 billion out of your combined budgets”, they all know
ways that they can do that. What they’re not clear on is what you don't
want to happen when that money has gone, and there is this idea that we
can still achieve the same results, whether it be on child or adolescent
mental health, or on direct teaching standards, or all those other things, at
the same time. That unwillingness to say what must be different in terms
of the outcomes of the education system, while changing the inputs to it,
is causing a lot of strain and stretch.

John Pugh: Okay. Can I just take two specific areas? On recruitment,
you're looking ahead obviously—often a year or two years ahead—in
terms of staffing your establishment appropriately. How is that affecting
your recruitment plans, because you have staff coming up to retirement
who you will need to replace?

Liam Collins: When I started at Uplands, my recruitment budget in terms
of advertising used to cost me about £200 per applicant. Last year, it cost
me £5,500 per applicant, because of the lack of applicants in the system.
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We've stopped. We've decided there is no point advertising for staff in the
main ways you would do it, because it’s just not cost-effective; it's costing
us so much money to do it. So we’re now looking at different ways of
recruiting staff.

Of course, you do those things, but while you're doing them your time is
taken away from doing something else. So it’s not just a cost efficiency
that we’re looking at; it's how we manage and lead our schools beyond
that point. But every minute I'm in my office ringing people up to get
them in for interview is a minute that I can’t be doing other parts of the
school day, really. So it's not just the fact that we’re fighting with costs;
fewer staff mean that a headteacher is doing more things.

On top of that, our accountability is growing. There’s not a day goes past
that the safeguarding doesn’t change and we need to be fully aware of
those elements, as well. It’s those bits, I think—the unfunded costs, or—

John Pugh: Are any of you consciously recruiting staff who are cheaper
in the marketplace than you would ideally wish?

Kate Davies: Absolutely. I think schools are engaging with teacher
training—so, the School Direct model. I've got a very young workforce
now. That brings some cost savings, but actually it brings some costs with
it. When you’ve got 10 newly qualified teachers, which I currently have,
who don’t teach a full timetable because they have additional protected
free periods and they need high-quality continuing professional
development, because really great teachers are the thing that makes the
difference in classrooms—I mean, we don’t just magic them up along the
street. They need investment, they need to work alongside high-quality
teachers and they need to see what high-quality teaching looks like.

So yes, there may be some financial gain by recruiting young teachers,
but actually that’s offset by the amount of investment that you put in
them. It's not as simple as that.

John Pugh: Okay. Can I ask you about supply cover? Are you cutting
down on actually getting it at all? And is it costing you more than it used
to, because a very different system has evolved in the last decade for
supply cover? Anyone like to say something about that? It's a big cost.

Stuart McLaughlin: Yes. My staff cover lessons, which means we don't
rely on supply teachers as much as other schools I have worked in, plus
we use cover supervisors, who are not teachers but they will step in and
just deliver the work that’s been set by another teacher. But the trouble is
when you get long-term supply for long-term illness. That’s really hit my
supply budget—

John Pugh: And the agency staffing as a proportion of your expenses?

Stuart McLaughlin: The difficulty if someone is off ill is that you don't
know if they’re going to come back in a year’s time. They might say that
they’re off for the next month and then they get another sicknote saying,
“I'm going to be off for another month.” So you’re relying on supply
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agencies to fill those gaps, and of course they become very expensive.
You're talking about £200—

John Pugh: “"They become very expensive”?
Stuart McLaughlin: They're putting their prices up, because—

John Pugh: Even though there’s a competitive market, allegedly?

Stuart McLaughlin: Yes. For good teachers, you're looking at £200-plus
a day, certainly in London.

Liam Collins: There are other models, though. We're investigating a
model now, where it’s almost an open market. The teachers put their
advert up on a website, and the website looks at those members of staff
and checks them. That becomes a cheaper model overall. But again, you
have to investigate it. You cannot just take a member of staff; you need to
understand the checks that that company is putting in place to make sure
that you are getting the right kind of staff and that they are capable of
what they say they are capable of. You look for every possible way.

For us as a school, our biggest cover cost is trips. When we take a school
trip out, that is an enormous cost on the school, because the teachers who
take the trip have to be covered on the day that they are away on the
school trip. You try to think of all the different ways that you can avoid
employing supply staff for those types of things, but the last thing that I
want to do is say to our group of year 9 historians that they cannot go—

John Pugh: To visit the Houses of Parliament.

Liam Collins: Yes, or all sorts of things, because we just cannot afford to
cover the teachers while they are away.

Karin Smyth: I am interested in how we look at measuring the
outcomes. Recommendation D of the NAO Report says that the
“Department should work with the schools sector to gather evidence to
assure Parliament that school spending power can reduce at the same
time as educational outcomes are improved.”

In Bristol, we have had fantastic improvement in outcomes over the last
10 years. The conversation that I am trying to have with my
headteachers is that I understand staff cuts, SEN cuts and all that, but
how can we translate that into a change of outcomes for children in our
schools? I think that will help everybody get to a point that recognises
the difference between the inputs, as you started to say, and the
outcomes. How would you advise institutions to help the Department in
that understanding?

Russell Hobby: At one level, we have some very transparent and
rigorous outcome measures for the education system. There are a lot of
data coming out of schools relating to the core academic standards, so we
know how much progress is being made in schools, or at least we did up
until last year, and then we decided to change the way we measure
everything. We have constantly changing underpinning measurement
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systems, which makes in-year comparisons difficult, but once that has
settled down, we should be able to say how much value a school adds
through a year of education.

The danger is that we do not have good measures for the price being paid
for achieving some of those results, because they are based on samples of
what a school does. At a primary level, we are looking at two tests of 45
minutes each for English and maths. We expect so much more of our
schools. We want arts and sports, and we want children to grow up as
citizens and be healthy in that sense, but we have no measures for those,
so they get cut back when we are looking to make cost savings. So
although the headline measures might stay, schools themselves become
much less sustainable environments, and we do not know what we are
looking at in two or three years’ time in terms of those falling apart.

Liam Collins: Under the new accountability measures that we moved to,
the first year where you can make a comparison is 2021. The first year
that you will be able to say, in terms of year-on-year comparisons, that a
school is improving over time, is 2021. That is the year after we will have
to cope with £3 billion less in the system. We will not know, really, how
the students are doing.

This year, our schools are doing GCSEs in maths and English that are
numbered, from 9 down to 1. The private schools are not—they are still
sticking with the IGCSE—so you have groups of students heading out into
the world at the end of this year who are not comparable. You cannot tell
between one school and another. That process, going through, has been
underfunded as well, and un-thought-about, in terms of the impact on
schools.

Karin Smyth: So will the Department not be able to accept our
recommendation D in the NAO Report? Will it not be possible for them to
measure that outcome improvement against the funding decrease?

Chair: Mr McLaughlin, you look like you want to comment.

Stuart McLaughlin: The only way we can improve standards is by having
really good teachers in front of every class. We can grow our own; you
take teachers through training, and you bring them through into the main
teaching staff. In my work in an outer-London school, I have had to recruit
experienced teachers to rapidly improve progress. That comes at a cost. If
you want to recruit good maths and science teachers, they can kind of
name their price—what they are prepared to work for. I find it very
difficult to believe that if you keep cutting costs, you can also improve
standards at the same time. It gets to a tipping point where you can no
longer maintain the progress that is being made because eventually it will
have an impact on what is going on in the classroom.

Kate Davies: This is perhaps a simplistic way to look at it. Barnsley is a
significantly underfunded local authority. If you look at its outcomes at key
stage 4 they are significantly poorer than its neighbours’. If we look back
historically at things such as the London Challenge, we saw significant
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financial investment have a significant impact. It goes back to: we will get
great outcomes where we have consistently great teaching and great
leadership in our schools, and that comes at a cost.

Anne Marie Morris: Mr Hobby, reading what I have read, it comes to me

loud and clear that one of the challenges is that the Government do not
seem to understand how schools are funded, by which I mean they say
they do not really understand why some schools are in deficit and others
are in surplus. They do not seem to really understand why primary
schools seem to be in less financial difficulty than secondaries, yet there
is all this measurement going on. What are they missing? Why is it that
they seem to be in this fog? I would have thought that to you it must be
blindingly obvious.

Russell Hobby: Yes. I don't think we see this just on the funding issue.
We see it in all sorts of areas. We have a vast education system with 20-
odd thousand different institutions being managed in an increasingly
fragmented way. So what we have seen is a sort of removal of the middle
layer that might intermediate between central Government and schools. I
do not want to particularly defend local authorities as they were, but it
might have been possible for a local authority to understand what was
happening in 200 schools in the level of detail required to spot the
underpinning trends. It may or may not have done that well, but at least it
was a feasible task. To go from that to saying, “We're now going to
increasingly manage larger and larger numbers of schools from the
centre”, all you are going to have is the raw data reporting in to that, but
there is the reality underneath. There is a difference, for example, with a
school that has a large number of staff who are close to retirement and is
spending a lot more on their wages. In a year’s time that will change
dramatically and the school will shift to having a larger number of NQTs.
There is no data system in the country that can tell you that level of
information. It is a tacit understanding, and all these heads have described
different ways in which the reality of the people involved affects the costs.
We have to go back to a system where there are people who know what is
happening inside schools. Whether it be in a very well-run multi-academy
trust or a very well-run local authority, that middle tier is an essential part
of it.

Anne Marie Morris: Do you think that that role can be taken on, to some
extent, by some of the regional groupings? I have a Devon association of
headteachers of primary schools, and a secondary one. They clearly
would know the answer to that question. Is there a role for them, if you
like, to feed that knowledge up? It seems that without that, you are going
to have imposed upon you changes that are completely inappropriate. It
seems to me that that might be a way of plugging the gap. Let me then
ask you this, Mr Hobby, because you know primary and secondary: why
is there this big difference in the financial sustainability? Primaries seems
to be less shell-shocked, shall we say, than secondaries, so what do you
think the reason for that is?

Russell Hobby: Primaries and secondaries operate very differently as
institutions. The scope for change inside them can be very different, and
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they are experiencing the change in pupil numbers very differently.
Primaries have gone through an increase in pupil numbers that is now
being passed on to secondary schools, which are just starting to feel that,
as the children get older. This is speculation on my part, but I think that if
you have rising pupil numbers, that means you are getting more income
that you can spread across your fixed costs. Of course, what that means in
the future is that primaries might go through the bulge and then maybe
have falling pupil humbers again. That means that the savings will be
exaggerated by falls in pupil numbers. That is my guess about why it
might be.

In many ways, it is quite surprising that it is this way round, in terms of
primary and secondary, because primaries are quite constrained in what
they can do because they do not have a subject-based system. They have
a pastoral-based system of delivery, which means that you cannot really
generate savings from cutting back the curriculum in the way that you
can—I am not saying it is advisable—in a secondary school. You can
decide, “"We're no longer going to teach German and Spanish; we're just
going to teach Spanish and have larger classes”. You don’t seem to have
those options. One of the things I wonder is whether the primary system
may be more fragile than it looks from this data alone.

Liam Collins: The basic two differences are with the timetable. In a
primary school, most of the students will stay with one member of staff in
a classroom for the whole day, but secondary schools are based on
subjects, so there is that complexity. If you think about 1,000 students
moving every hour, going to classes, you need slightly more flexibility in
your curriculum and your timetable to allow that to happen. When you add
part-time staff into that, it constrains part of your timetable. Students
going into year 11 have to have exactly the same as the year before, as
do those going from year 12 into year 13. That does mean that in effect
you need to be slightly inefficient, because you need some flex in your
timetable to actually make a timetable work. That might be the reason
behind that stage.

Chair: Thank you. The final question is from Caroline Flint.

Caroline Flint: Thank you, Chair. Ms Davies, you mentioned the deficit of
£500,000 that was projected for 2016-17, if you had not got hold of it in
2014. I think you only arrived at the college in 2014.

Kate Davies: 1 did.

Caroline Flint: Could you tell me how that projected budget deficit was
exposed? Was that internally in the school, or from the local authority or
another agency?

Kate Davies: Both. One of the first things I did as head of the school was
discuss with the local authority what had been the recovery plan that had
been set, because internally we had found some flaws with that recovery
plan. There was a joint conversation, and then the joint development of a
recovery plan that was appropriate and fit for purpose.
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Caroline Flint: Do you think there was enough oversight, before you
arrived at the school, to have picked up the projected deficit earlier?

Kate Davies: From my experience, having worked in my previous role—I
was a primary headteacher in the local authority—I would have said yes. I
do not know, because I was not in the school, but my experience of the
local authority financial support has always been very positive. It was
always clear. Whether it was a deficit situation or a surplus situation, we
were held to account for that.

Caroline Flint: You summarised clearly some of the actions you have
taken since you arrived to bring that projected deficit down. Do you think
you will eliminate that deficit by 2016-177

Kate Davies: Yes, as long as I don't have to recruit this year.

Caroline Flint: You identified a number of different ways to bring that
down. They were very practical, although not necessarily without pain.
Having done all that work, and given that we are looking, according to
the NAO Report, at a real-terms cut of 8% to per-pupil funding, do you
think that everything you have already done has been taken into account,
either by the local authority or DFE?

Kate Davies: We have done everything we can to ensure that our spend
is appropriate. I absolutely come back to that notion of the pain of that.
We are an evidence-based profession these days, and the evidence tells
me that high-quality teachers are developed by having sufficient CPD, and
sufficient collaborative work with experienced and high-quality teachers.
Evidence tells me that learner outcomes are at their best when learners
are given high-quality feedback, yet my teaching staff are working on the
bare minimum of non-contact time, which equates to about three hours. I
spent three hours on Saturday marking my year 9 English class. That is
one class; many of those teachers have six or seven classes.

The pain is very real. I fear that the pain of actually working on such a
tight staffing structure will mean that we do not develop our teachers well
enough or allow them sufficient high-quality time to spend on such things
as feedback—things that we know have the most significant outcome for
our learners. The pain is very real and very tangible. I think that we will
see an unravelling of the whole thing if schools are not funded
appropriately.

It is very easy to just put a teacher in front of a class and think, “I have
ticked that box, because I have got that science class covered.” If we are
really serious about creating a high-quality education for all learners, from
whatever walk of life, we must finance our education system so that we
allow our teachers to be the best they can be and give them real time to
spend on such things as feedback.

Chair: Thank you. I don’t know whether you are aware of this—it might
have passed you by as busy headteachers, especially you, Ms Davies, if
you were marking on Saturday—but on Friday the Department published
its school workforce planning guidance and the schools buying strategy
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for you all. We have not actually managed to consider that, because we
were all busy over the weekend, too, doing constituency work. A quick-
fire last question from me: as Anne Marie Morris highlighted, it seems
there is a bit of a gulf between what the Department expects and what
you are doing on the ground. Do you feel that the Department for
Education understands the pressures you are under?

Stuart McLaughlin: No.

Kate Davies: No, not at all. I do not think they understand the realities of
school. I do not think they understand the reality of the high pressure that
such high accountability stakes lay at a school’s door. I love my job—it is
an absolute privilege to be a headteacher—but my job is made
significantly harder, as are those of many people in the profession, by the
fact that there is a total lack of understanding. To allude to the fact that
we can make even more efficiency savings because we are not very
efficient is, frankly, at times quite insulting.

Russell Hobby: That lack of dialogue is a message that I get from all my
school-leader members, so I echo that, but I would also add—the point
was made earlier—that schools are very diverse. Too often, we look at the
education system through the lens of a large urban school and do not
consider what it might mean to implement this in a smaller rural school
without those opportunities for savings. Not only is the Department not
listening en masse to the schools, but it is assuming that the schools that
are closest to it geographically are representative of what is going on
across the system.

Chair: So a lack of dialogue—that’s your summary.

Liam Collins: 1 absolutely echo what has been said. It does not feel like
anyone is listening, and at times, that includes local authorities. I do not
think anyone really understands the pressure that we are under. On top of
that, we are expected to do more. We are now meant to be looking after
the mental health of young people, with no funding and no time to do
those things. Going back to my original answer, no, I don’t think the DFE
do know.

Chair: Can I thank you all very much for giving up your time? I hope that
this is not costing your supply budget too much—we will plead guilty on
that one—but it really is very helpful to us, because you are the
connection with the pupils on the frontline. We all have an interest in
making sure that our pupils achieve well and do well.

The transcript of this hearing will be available on the website in the next
couple of days, but you will be sent a copy. It goes up uncorrected, so if
you have any little factual changes where you have been misquoted,
please let us know. Our report will be published in due course—realistically
probably not before the February half term, but we cannot be sure of that;
it depends on all sorts of things—and we will make sure you get a copy of
that. Thank you very much for your time. You are very welcome to stay
for the next part of the session if you would like to hear that, but if not,
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thank you very much, and we will be in touch.

Examination of Witnesses

Jonathan Slater, Peter Lauener and Tony Foot.

Q29

Q30

Q31

Q32

Chair: Welcome to our second panel, whom I will introduce from my left
to right. We have Tony Foot, Director of the Education Funding Group at
the Department for Education. Welcome, Mr Foot. Is it your first time
before this Committee?

Tony Foot: 1t is, yes.

Chair: We are a friendly bunch, as I am sure Mr Slater will testify. We
have Jonathan Slater, the Permanent Secretary at the Department for
Education—welcome back, Mr Slater—and Peter Lauener, the Chief
Executive of the Education Funding Agency, who is a frequent flyer here. I
think we will be talking to you quite a bit about capital funding in our next
session on schools. Our hashtag for today, if anyone is following on
Twitter, is #schoolsfinance.

Before we get into the main session, Mr Slater, I just want to check where
things are at, in terms of the new funding formula. That is not the subject
of the NAO Report, but I know that our sister Committee, the Education
Committee, has had cause to be concerned and raised an urgent question
last summer about where things were at. There has of course been a
delay, and as I understand it, you have just announced the next phase of
consultation on the schools funding formula. When do you expect to have
a final answer?

Jonathan Slater: We started the second phase of consultation before
Christmas. It is a very extensive 14-week consultation phase, and it
finishes—

Tony Foot: On 22 March.

Chair: Okay, so how long after that will it be before schools are aware of
what their funding formulas are going to be?

Tony Foot: As with usual years, we would expect to confirm that by early
summer.

Chair: And that would be for the September start.
Tony Foot: No, that will be for '18-19, the following financial year.

Chair: So you are expecting it in early summer. In civil service terms,
that could stretch from May to October, I suspect, but we won’t pin you
down at this point, Mr Foot. You appreciate that Neil Carmichael, the
Chair of the Committee, has written to you—to the Minister, in fact—to
raise concerns about the delay. I do think that there is a concern. While it
is not part of the NAQO’s Report, it is of concern more widely. Certainly
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many colleagues around the House are concerned about the double
impact of what this Report has touched on, and the funding formula, so
we will no doubt, between our Committees, come back to that.

Mr Slater, if I can turn to you first on the main issue, you were recently
interviewed by Civil Service World, an august publication that we on this
Committee read regularly. They were asking you questions about the
outgoing US ambassador Matthew Barzun, and what he had learned from
his visits to schools. He famously—or quite famously, to those who read
Civil Service World and other such publications, so I should perhaps
highlight it to people who are not aware of it—had conversations, he
reckons, “with 20,000 sixth formers right across the UK”. I am quoting
from Civil Service World, which says “he resisted the temptation to
lecture at them, and instead took his president’s advice”—that is the last
President: “Listen to what they have to say.” You said in response to
that, “When someone asked him what he’d learned that would be of use
to us in DfE, the answer was rather profound: ‘Policy is listening.” How
right he is—our policymaking is so much better when we listen first to our
customers and to the evidence, before deciding what to do.” You heard
what that panel said just now. They don't feel that you are listening to
what they have got to say. What have you got to say about that?

Jonathan Slater: The reason I quoted Matthew was because I think that
it is advisable that we should take due note of what people at the frontline
are telling us about the challenges they face in schools and elsewhere. 1
make it a habit of mine to talk to headteachers, teachers, and pupils all
over the country, on a regular basis, as you would expect of a Permanent
Secretary. I listened with tremendous interest to the three headteachers.
In fact, I was talking to them before the session, as well. I thought they
described well the particular sorts of challenge that particular sorts of
headteachers face. It is a very complicated challenge, this, isn't it?

Chair: And yet, as Anne Marie Morris has highlighted, this Report shows
that you have got very ambitious savings targets because of the increase
in pupil numbers, meaning that there is a decrease in per-pupil funding.
You are expecting £1.7 billion savings through more efficient use of staff,
and £1.3 billion on procurement. As Mr Collins, I think it was, highlighted,
you won't actually know the outcomes for pupils until 2021, when they
will have to make these savings by then. So there is a disconnect
between what you are asking schools to do and your knowledge and
understanding of what the impact will be on pupil attainment.

Jonathan Slater: 1 hope not. You started by asking where we are in
respect of the consultation phase on the national funding formula and you
could see that we are in the middle of that at the moment. The
headteacher from Barnsley knows—she and I were discussing it before the
session began—that on the basis of consultation her school will see an
increase per pupil in funding of about 12%, because, as she pointed out to
me before the session began, Barnsley has been less well funded
historically than Rotherham. The point of introducing a national funding
formula is to put that sort of wrong right.
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Chair: So actually you are saying that if we were to have this meeting in
a year and a half, or a couple of years’ time, it would all be fine, because
the national funding formula will smooth out the problems—this £3 billion
savings that schools have got.

Jonathan Slater: 1t is a complicated challenge with many dimensions. I
just gave that as one example of one school that will benefit from the
introduction of a national funding formula. You could see from the way
that she described the challenges that she has had to manage at her
school why it is just about time for that formula to come in.

The other two headteachers talked well about the challenges that
headteachers face where their rolls are falling. Both are headteachers of
schools where pupil numbers are falling. As a result, they cannot afford to
retain the number of staff they have had in the past. That is a really
significant challenge and we need to make sure we, and their local
authority, are supporting them as well as possible. Those were just three
headteachers facing different challenges, and there are many challenges
right across the system, so I completely agree that it is crucial that we
engage really well, so that we can understand their issues and support
them as well as possible. Given the cost pressures they face in the three
years ahead, the challenge will clearly be greater than the one they have
had in the last three, so we need to do that better.

Chair: But you are putting all sorts of pressures on schools. There are
pressures outside the Department’s direct control but in the
Government’s control—national insurance, the apprenticeship levy—that
have been placed on schools, and yet you are asking for £3 billion extra
savings from schools on top of them. How will schools square the circle?

Jonathan Slater: As the NAO rightly points out, the Government have
protected the funding of schools overall in real terms, but not per pupil.
The base case, starting with the system as a whole—as discussed, the
situation is very different for individual schools—would be that schools
carried on employing exactly the number of staff, teachers, IT and energy
as at the moment. If they carried on with exactly the same number of
staff they started with in this Parliament, then by the end of the
Parliament they would have used all the £3 billion cash increase, which the
NAO Report rightly identifies, on pay and price rises, the levy, and the rest
of it.

Chair: Not more teachers.

Jonathan Slater: Across the system as a whole—it varies school by
school—if they carried on with the same number of staff and non-payroll
arrangements, their costs would go up, and that would swallow up the £3
billion cash increase from £39.5 billion to £42.5 billion, as the NAO Report
identifies. That is the base case. The downside of such a strategy, which
we do not recommend, is that in aggregate they would be teaching more
kids. That is why it is a real-terms protection at system level, but not per
pupil. You can carry on employing the same number of staff, and the rest
of it, but with more pupils to teach.
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Chair: Bigger classes—is that what you’re saying?

Jonathan Slater: That would be a missed opportunity because, as we
say, there are opportunities, across the system, to save, we think, in
excess of £1 billion on non-staffing costs. To the extent that those savings
are achieved—it is a hard task that will require support from us; it is not
self-evident, but we think it is perfectly doable—and £1 billion is saved on
non-staffing costs, that is £1 billion that can be invested in additional
teachers to teach those additional kids.

Chair: We will get into the detail of this—I don’t want to steal colleagues’
thunder—but when you talk about the increase for Barnsley that is
possibly in the pipeline, it is a zero-sum game, because it will come out of
the cost of schools in London—for example in my constituency of
Hackney—or Bristol, or Devon. The same amount of money is going into
the system—steady-state funding—but there is an increase in numbers,
which you must acknowledge, as the NAO Report highlights, is a
reduction per pupil.

Jonathan Slater: 1 completely accept everything in the report, which
says two things—

Chair: We know what the report says—we don’t need to go into that. You
accept everything in the report—fine—so I will pass the questioning to
Bridget Phillipson.

Bridget Phillipson: You rightly identify the hard task that schools have.
Should we be worried that schools’ finances are going to be headed the
same way as those of the NHS?

Jonathan Slater: 1 am not in a position to comment on the NHS. I am in
a position to comment on schools. Across the system as a whole, if schools
carry on employing the same number of staff and the non-staffing
contracts as they are at the moment, that will absorb the £3 billion cash
increase we are providing. As the Chair says, there will be more children
to be taught by those teachers. We see opportunities to reduce non-
staffing costs by in the order of £1 billion and increase the number of
teachers by, we think, 8,000 to 9,000—as the last published data
showed—to teach those additional pupils. We take into account, of course,
that schools together across the system are sitting on between £4 billion
and £4.5 billion of surpluses. Again, it varies school by school. Some
schools will face a huge challenge but others will not. The average school
has a surplus of £124,000 at the moment.

Bridget Phillipson: It all seems reminiscent of some of the debates we
have been having over a number of years about the way NHS finances
are heading. I wonder whether by 2020 we will end up looking back and
thinking, “Could this not have been predicted? Could more not have been
done to stop the massive savings that are needed?” Ultimately, they may
have to be filled in the same way we are facing a very similar problem in
the NHS.

Jonathan Slater: 1t is really, really important that we focus resolutely on
delivering efficiency savings of the sort that I have described, and that we



Q41

Q42

HOUSE oF COMMONS

work very hard across the school system, with local authorities and central
Government providing an important role of the sort that we have not had
to do in recent years.

It is not self-evident—it will not happen just because I say it will. It will
require a really big effort by us all. It is important that we deliver those
savings so that schools can recruit the additional teachers that pupils
need. That is the challenge that we are working on.

Bridget Phillipson: One part of the NAO Report that I found particularly
stark was the reference on page 14 to a report from the Institute for
Fiscal Studies, which said, “Schools have not experienced this level of
reduction in spending power since the mid-1990s.” That does not conjure
up positive images of where we want our schools to be by 2020. How
would you respond to that suggestion in the Report?

Jonathan Slater: The Report is right to identify that the efficiency
challenge we are setting schools is of a sort that they have not faced in
recent years but it comes from a very high base. Budgets have been
increasing very significantly over this period, haven't they?

The Government have identified the potential for improving efficiency from
that higher base by the numbers set out here. It seems to me from all the
work that I have seen that that is a doable objective, that that efficiency
improvement can be achieved, but it will require plenty of work to do it.

Bridget Phillipson: Sadly, in the mid-1990s we know how that had to be
achieved. It was at the cost of quality of teaching, standards in schools,
facilities—many of the things that are regarded now as part of schools’
core offer but were not in the same way a part of what schools offered at
that point.

The question is, what will have to give? I am interested to know how you
would define what desirable efficiency savings would be, as opposed to
those that would not be desirable and would have adverse impacts,
particularly on the outcomes for young people.

Jonathan Slater: The sort of efficiency savings that we think are
achievable and desirable, operating off a much higher base of school
funding than pertained in the mid-1990s—to take non-staffing costs as an
example, although we can come on to staffing ones as well—are about the
£10 billion annual spend by schools on non-staffing costs. We have looked
at what efficient schools have been doing. One of the head teachers
referred to a spreadsheet that compared his school with others. If you
were to take four schools of a like sort—three schools like his and his
school—and compare them with each other, and leave the non-pay
funding of the most efficient three the same but bring the least efficient,
or most expensive, up to the third, you would, if you could do that across
the country as a whole, achieve £1 billion.

To put it another way, if you were to achieve the efficiency savings that
had been done by those schools that have taken advantage of national
contracts for energy and IT, you would achieve that £1 billion. What we
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need to do in that case is to get schools to learn from those who have
achieved the best and to get schools to buy in to national and regional
contracts. Neither is straightforward but both, in my view, are doable.

Bridget Phillipson: Yet the majority of school costs are around staffing.
How would you suggest that schools respond to the challenge needed to
make efficiency savings without impacting on staffing and teaching time
in particular?

Jonathan Slater: Again it is important to recognise that the nature of the
challenge we are describing—the nature of the efficiency challenge we are
describing in respect of staffing costs—is how to absorb an increasing
number of pupils and an increasing but less increasing number of staff.
That is the actual challenge that we are describing. That is the challenge
that primary schools addressed very successfully in the last five years and
that we will require secondary schools to do as well. It will require the
sorts of practice that we have been publicising in the tools that we have
been sharing with schools, and we need to do more of it—it is the
curriculum planning, the review of supply arrangements, the management
of senior leadership teams. Those schools that have been managing
reducing rolls have had to do it already—they definitely have a greater
challenge than schools in increasing areas. Those are the sorts of changes
that they need to make.

Bridget Phillipson: We heard from Ms Davies from Barnsley about the
impact on the curriculum offer in her schools. Is that something you
would regard as undesirable, the need to reduce or curtail the curriculum
offered to young people because of the gap you described? Is that an
undesirable outcome, or an inevitable outcome?

Jonathan Slater: No, we would not be wanting schools to reduce the
curriculum offer as a means of improving their efficiency—

Chair: But they are.

Bridget Phillipson: There is an inevitability about that, surely.

Jonathan Slater: There is a particular challenge faced by schools with
falling rolls, which requires a sophisticated engagement with their local
authority if they are a community school, or with their trust if they are an
academy, about managing over a period of time. I would not want to
downplay the significance of that, but overall, again, if you were to take
the most expensive quarter of schools for staffing costs and reduce their
costs to those of the 75th centile—leave three out of four the same, but
take the most expensive and make them the same as the second most
expensive—you would save £1.5 billion. So we are talking about asking
schools to do what other schools have done, not to do something that has
never been done before.

Bridget Phillipson: The Department is carrying out sophisticated
analysis to examine the impact of real-terms reductions on pupil
attainment. That was due to be completed this month. Are you at the
point of having finished that work? Could you shed some light on the
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Department’s view of that analysis of the impact on pupil outcomes?

Tony Foot: That is looking backwards at changes in spend over the
preceding Parliament, looking at some schools that were facing particular
challenges like falling rolls. We are very close to completing that analysis—
I was talking to a member of staff about it today, and it is not fully
finished but we are very close to completing it. It basically shows that we
cannot see a significant relationship between resources and outcomes for
those schools—these are provisional points at the moment—at all at
secondary, and at primary a very small correlation.

Bridget Phillipson: Obviously it would be helpful to have that in advance
of being able to ask you questions on it. If we are to understand the
impact of a real-terms cut of per-pupil funding, it would be helpful to
have better understanding of what went before.

Tony Foot: We will also, through our monitoring and evaluation plan, be
engaging with a significant number of schools to understand that and how
it plays out in the broad.

Bridget Phillipson: Do you feel that schools understand the scale of
what they are facing and are well prepared to respond to it?

Jonathan Slater: 1 think that there is more work we need to do with
schools and local government to raise the profile of the work required to
meet these efficiency challenges. The publication, on Friday, of the two
documents that the Chair was referring to provide a platform for a
conversation that needs to get serious and real. It is just the beginning of
a serious piece of work that will be required to deliver these efficiency
savings.

Bridget Phillipson: Why does the Department analysis exclude the
impact of policy change around the savings? Policy changes coming
through should be factored into this. Why have you chosen to exclude
policy change?

Jonathan Slater: What we have tried to do here is to draw out things
that are very clear and explicit. It is a much more tricky judgment call.
The extent to which a particular policy change has a particular impact in a
particular place depends on what is going on in different circumstances.
However, I do see a potential for us to be engaged in a more active
conversation with schools over time about the pressures that they face;
that is a conversation I see developing.

Bridget Phillipson: Because you do not currently assess and fund extra
costs for policy changes for schools as you do for local authorities, it is
hard for us to understand the full impact of the savings that schools will
be required to make if policy change is not factored into that. I appreciate
that it is not a precise measurement or precise science, but surely, given
that we have seen a lot of change in education policy in recent years and
more is coming, that has to inform decisions around savings and
reductions.
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Jonathan Slater: 1t is a piece of work we are looking at now, to see to
what extent it will be possible to add genuine value in this space. I am
very happy to update the Committee as that work progresses.

Bridget Phillipson: On a similar note, regarding the impact of
withdrawing the education services grant, has the assessment been
completed as to what the impact of that will be?

Jonathan Slater: That is a piece of work that we are doing at the
moment. It would not have been possible to have completed it yet,
because local authorities are rightly going through the process with
maintained schools at the moment, as set out in our last communication
with them, about the powers they have in a sort of post-education
services grant world to agree with the schools in their areas the funding
that they should retain for the provision of their duties.

What we are finding so far is that those local authorities that have reached
agreement are incurring a charge of between £10 and £25 per pupil on the
schools that they maintain, in light of those duties, alongside the funding
that we have announced centrally. When we implement the
recommendation of the NAO about publishing on a regular basis the total
level of pressures, I would expect us to be able to complete that work,
including the impact of ESG.

Bridget Phillipson: Following policy change back in May last year, we
can now expect that many schools will stay with the local authorities for
longer than had been anticipated, and yet you’re still withdrawing that
support. What likely impact will that have?

Jonathan Slater: What we announced before Christmas was that just shy
of £200 million of what had been the £600 million ESG budget would be
allocated, both to local authorities in support of their school improvement
duties and available to all schools, whether local authority-maintained or
not. That is a total of about £190 million in respect of supporting school
improvement and efficiency.

The balance, in respect of local authority-maintained schools, would be
subject to a discussion between the local authority and their schools in
their forum about future costs to be incurred. That’s the £10 to £25 that I
referred to.

Then, in respect of academies, those trusts are having their ESG tapered
out to 2019-20. There is definitely a financial cost pressure as a
consequence of that—absolutely—and we need to describe the outcome of
that, once local authorities have finished their deliberations for 2017-18.

Bridget Phillipson: I have just one final question, Chair. We have talked
a bit about the funding formula for schools. Given the disquiet that the
headteachers we heard from earlier have around prospects for the future
and how they plan, whether the funding formula is the right model or how
necessary it is, do you think there’s the risk that that whole process and
the ongoing discussion around it will have a further destabilising effect on
a sector that is already struggling to meet some of the challenges it faces
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and is uncertain about what the funding formula may hold for their
individual authority or individual school?

Jonathan Slater: One thing the national funding formula definitely
achieves, as you heard from the headteachers earlier, is a lot more clarity
and certainty, for three years, than they have had before. As they all said
very well, it is difficult managing on a year-by-year basis when you don’t
know what it is going to be like in three years’ time. That is definitely an
advantage to all schools.

Chair: And the answer to Ms Phillipson’s question?

Jonathan Slater: 1t is important that we introduce those changes at a
manageable pace for the schools that are being funded above the average.
So in Barnsley, they will want us to crack on and implement those benefits
as quickly as possible, but we have to contain them to a certain degree—
5.5% extra funding for such schools in two years—so that we can
introduce the reductions in those that have been historically overfunded at
a manageable rate: no more than 1.5% per pupil per year.

Chair: Mr Slater, you talk about schools being historically overfunded.
That is according to the new formula. Schools in London would say that
through the London Challenge, they got a proper funding level, which has
achieved enormously good and very tangible outcomes.

Jonathan Slater: Within a fixed envelope, I think there is a general
consensus that without any changes to the funding formula over 20 years,
local authorities that have seen significantly higher rates of growth than
others have done very well out of the change. I am just arguing that,
within a fixed sum, I think there is general consensus that the system has
gone out of kilter, and that is what we are trying to put right.

Bridget Phillipson: But the process needs to be managed. Given that
headteachers earlier were telling us that they do not feel listened to by
the Department, that they do not feel involved and that they are
uncertain about the future, there really is a role for the Department in
making sure that headteachers and staff are listened to and
communicated with.

Jonathan Slater: Absolutely, it is vital. That is why the consultation
period that is going on at the moment for the national funding formula is
14 weeks long and extremely intensive. That is why each of the regional
schools commissioners that you were talking about earlier with the
previous headteachers have a headteacher board that provides them with
advice and support. It is absolutely vital that we get their perspectives and
that when we announce the final funding formula, it takes into account the
very different and real challenges that headteachers face.

Chair: You have made some hard promises there.

John Pugh: There is a clash of cultures here. One panel has told us that
they are heading towards a nightmare scenario—they are involved in the
day-to-day management of schools and should know a bit about what
they are talking about—whereas you are sitting in the Department,
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looking at your benchmarking and guidance, and the figures and stats
that are crunching through there, and you are basically saying to the
previous panel that they are wrong, aren’t you?

Jonathan Slater: Not at all, no.

John Pugh: Aren’t you?

Jonathan Slater: No. I think that if you are the headteacher of a schools
whose rolls are falling, you are faced with a particular challenge that
requires a particular set of activities. That requires the appropriate
support, and if you are the headteacher in an area that has historically lost
out on a funding formula, it is really important—

John Pugh: We are not talking about that. We are talking about the NAO
Report, which was done prior to the funding formula. It says that if things
carry on—even if we do nothing about the funding formula—there is a
fairly dour prospect. You are saying, for the Department, *No, there isn't.
We have looked at the facts. There are a lot of easy savings out there, in
terms of staffing, and electricity, so just get on with it.”

Jonathan Slater: 1 would not say it is easy. I am saying it is doable,
because I see evidence of schools doing it. The advice that we shared with
schools back in January 2016 compared them with the 15 most like
schools, bearing in mind their levels of attainment and free school meals,
and showed how their costs and performance compared with other
schools.

John Pugh: Let us just concentrate on that. The point made in the NAO
Report was that a lot of this benchmarking is a fairly theoretical desk
exercise. We are expected to take this on faith, and you have not been
that good in your Department at getting these desk exercises right, have
you?

Jonathan Slater: 1t is the opposite of a desk exercise. A suggestion was
made that we might want to come to a view about what it should cost to
run a school. That is what I would call a desk exercise, and we have
decided not to do that. What we have done is look at what schools are
actually doing. We have compared the costs of like schools on catering, IT,
estates and support. We have identified those schools—

John Pugh: Can I stop you there? In the previous session, Russell Hobby
made it explicit that certain schools would have more difficulty with a
staffing budget because they would have more experienced staff. You
said in response to a previous question, “They can all get the same
average staffing, and they haven’t got the problem. Why cant we get
everybody the average staffing?” Any teacher can tell you there is a very
good reason why you cannot. High cost staff reflect an experienced staff.
You cannot just get rid of them overnight in two to three years. Equally, I
suspect, on electricity: obviously, every headteacher would welcome a
letter from you saying, “Here’s a good way to save electricity.” I'm sure
they do not want to waste money on electricity, but probably quite a few
schools are tied in to quite long-term contracts, and therefore viewing it
as something you can just average out overnight is not really real-world
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stuff.

Jonathan Slater: 1t would not be if that is all you were proposing to do—
absolutely. What we are suggesting is that there is still learning that
schools can do from each other. Some schools have taken particular
benefits in respect of their energy cost, to take that as one example, but
not many. It is our task to encourage all schools to learn from the best
and to pursue that. It will not happen automatically. It is not easy, but it is
doable.

John Pugh: You say it is doable, but you recently said you expected
schools to save £1 billion in back-office costs, and they actually increased
back-office costs. Why was that?

Jonathan Slater: The evidence we have seen from schools that have
borne down on their non-staffing costs is that when they take advantage
of these national energy deals, for example, they bring their costs down
by, in the case of energy, 15%. If they achieve that across the piece, you
get the sort of savings described. As you say, that is not what happened in
the last Parliament, so it is not self-evident that it will happen unless we
do a lot of work to make it so. In the last Parliament there was not the
same financial incentive for schools to achieve the savings. This time, if
they achieve those savings, they will have the opportunity to reinvest
them in additional teachers. They did not have the same incentive last
time round.

John Pugh: What I am worried about is an optimism bias in the
Department to make it seem that it is so much easier to do than it
actually is. For example, in answer to a question from Bridget Phillipson,
you said that the education support grant studies that you have done
show that schools need to stump up about £25 extra per pupil if they
have to provide for that deficiency. I asked my local authority what was
going on and it gave me a list of 23 different functions that will be
transferred to schools, which they deliver at the moment at a cost of £77
per pupil. That is three times the amount of money you just said.

Jonathan Slater: 1 am sorry if I am giving this impression, but at no
point am I trying to suggest that any of this stuff is easy. The language I
am using is “doable” because I can see schools that are doing this. I
definitely do not think that it would be realistic for me to sit in front of you
and say we should be able to get everybody up to the average in four
years. I don’t think that. The point I was making, to give you a sense of
the scale, is that you deliver the £1 billion efficiency saving if schools use
contracts that other schools are using today. You get the next £1 billion if
the most expensive quartile gets to the third quartile. That seems to me a
reasonable challenge to set, but it will require us to work in a very
different way with schools—in a proactive and supportive way—to make
that happen.

Chair: I'm glad to hear the word “supportive”.

Karin Smyth: The ESG clawback in Bristol is £58, so it is a matter of fact
as well as being difficult, just for the record.
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Jonathan Slater: To be clear, the point I was making on ESG was that
two things are happening.

Chair: You should explain what ESG is.

Jonathan Slater: The education services grant. Of the £600 million, £190
million is being made available on the basis of two new grants that were
announced before Christmas. The balance—a very significant sum of
money—is being tapered out for academies in trusts, and for local
authority schools it is subject to a discussion between the local authority
and the schools about what costs need to be incurred in light of those
arrangements. So far, the sums of money we are seeing being agreed
between councils and schools are those I have described. That is all I am
saying.

John Pugh: Can I pick you up on the supportive bit? In local authority
terms, DCLG has a sort of additional burdens rule, or whatever it is
called, which it is alert to when it comes round settling local government
finances. It doesn’t seem to make much difference, but at least it is an
acknowledgement. Do you think, as education policy develops, that you
ought to have almost like a future-proofing rule, whereby you look not
simply at the policy itself, but you assess it in terms of the additional cost
it may have for individual schools?

Jonathan Slater: In answer to a previous question, I think it is a
reasonable challenge that the Department needs to be more explicit about
the cost pressures it is incurring on schools. A step forward was taken in
announcing those pressures in the national funding formula document
and, indeed, in the two that came out on Friday. There is more that we
can do on an annual basis that we will be doing and reporting back to the
Committee on.

John Pugh: In terms of being supportive in a further way, the invest to
save scheme has been parked for the moment, has it not? That would
help schools, wouldn't it?

Jonathan Slater: The judgment we made for the second phase of the
consultation on the national funding formula—as I say, we are consulting
on it at the moment—is that, rather than holding it back for a bidding
round on an invest to save regime, which is one possibility, it would be
more helpful to schools to allocate it out to reduce the reduction for those
schools that would be losing out as a result of the introduction of the
formula. It is important to phase it in in a manageable way, as I said in
answer to a previous question, and it is better to use the money we have
to scale back that reduction than to hold it back for a bidding round. We
are currently consulting and we will see what people say.

John Pugh: It is parked. Lastly, on procurement. Procurement can
obviously be improved enormously if you get economies of scale, but the
education system is probably more fragmented than ever. Gone are the
days when every child in Lancashire has a Lancashire Education school
book or whatever. There is a dilemma, isn’t there, between actually using
procurement frameworks and allowing the degree of local flexibility that
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is almost the premise of the academy movement? Headteachers there
welcome the opportunity to use their own skills in procurement, rather
than buying into major schemes run by local authorities and the like.
What is your take on that at the moment? What is the most successful
way?

Jonathan Slater: 1 think there are opportunities that need to be grasped
by schools to work out what makes sense at a local level, and others—
dependent on the nature of the deal—at a national level. I think we need
both. We set out, in that procurement document released on Friday, the
importance of school buying managers working with each other and
learning from each other, particularly on those areas in which local
decisions make the most sense. We have about 50 of those networks; we
need about 300 over the course of the next 12 months to achieve the
savings there.

We also need regional contracts. We are currently working on plans to
introduce the first two regional procurement hubs, where schools can buy
at a regional level, from September 2017. We will need to go across the
whole of the country as quickly as possible, which will take us another
year. That is why I am saying this stuff isn’t simple, but it is doable. There
are also national deals that we want schools to take advantage of, so it is
at all three levels.

Tony Foot: If I can just amplify that, across the £10 billion of non-staff
spending in total, we think probably around £3 billion to £4 billion of that
is addressable through national deals—things like energy, utilities, gas and
so on. There is then a category that we think needs regional deals or
regional advice and support, which includes complex contracts like
cleaning and catering and so on, which is where the school buying hubs
will be used.

Chair: To be clear, Mr Slater talked about bringing the bottom performing
quartile of schools, in terms of non-staffing budgets, up to the level of
the third quartile. Are you assuming those savings are there, or do you
actually know that there is effectively, to paraphrase your example, a
quarter of schools that are not purchasing these big ticket non-staffing
contracts?

Jonathan Slater: We can see the savings that are there to be achieved at
a system-wide level through the data that we have on the contracts that
have been let.

Chair: To be clear, you have information. Somewhere in the big machine
that is the DFE, for every individual school, the budget line for what they
spend on energy goes up to some box, which gets—

Jonathan Slater: Not only does it go up to some box in the centre, but
we share that information, and we have been doing so since January
2016, with every school. We give them the data on their energy costs in
comparison with the 50 schools that are most like them, and then we give
them the details of five that we invite them to contact, but as Mr Pugh
said—
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Chair: Dr Pugh.

Jonathan Slater: Apologies. As Dr Pugh said, whether a particular school
can take particular advantage of a particular contract at a particular time
will depend of course on when its current contract comes to an end, and
they will require support—

Chair: But in theory, if I were to name a school in Hackney, in my
constituency and ask—before everyone here gets ideas, you would not be
doing it to this level for every MP—you would be able to find the figure
for—

Jonathan Slater: You could do it yourself, Chair. This is gov.uk; this is
not closed information.

Chair: So all of us can go and find out, if we are a governor, a parent of a
pupil at a school or an MP, what each school is spending on its energy.

Tony Foot: Yes. We break spend down by 32 categories. You can see that
benchmarked against 50 similar schools.

Chair: And that is energy. Can you do that across the ancillary—

Jonathan Slater: We have done it for catering and we have done it for
estates, because it is really important that schools see what others have
done. We are not saying it is definitely doable for them; it depends on the
circumstances. We are saying, “These are people whose costs are lower,
who are similar to you and whose results are as good as yours. Go and
have a look.”

Chair: If you are a school governor or an anxious parent, concerned that
teaching staff are being reduced, you should be looking to see whether
your school is also doing everything it can to reduce its other costs.

Jonathan Slater: Of course.

Chair: Well, we heard from some of the witnesses earlier that a lot of
them feel they already are, and then the question arises in individual
schools, as we have just—

Jonathan Slater: Absolutely, yes.

Caroline Flint: I want to go on to oversight and scrutiny, but before I do,
I just want to ask one question regarding the apprenticeship levy. Did
you lobby for schools to be exempt from the apprenticeship levy, Mr
Slater?

Jonathan Slater: No. I am—

Caroline Flint: Given that schools obviously do a lot of training and
skilling up of young teachers, you would think that maybe losing 0.5% of
their budget—it might have been wise to ensure that schools were not hit
by that.

Jonathan Slater: This is a great example of the difference, I guess,
between a cost pressure and a cut, because, as we discussed at a previous
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hearing, the levy is a means of increasing spend on apprenticeships. If I
am the headteacher of a school, I am not treating the 0.4% levy as lost,
as a cut; I am seeing this as an opportunity to get my staff trained.

Caroline Flint: I have to say I find that answer incredibly thin, given that
we are hearing about how headteachers are now having to maybe get rid
of experienced staff to employ newly qualified teachers, and maybe at a
proportion that is disproportionate to the sort of skill base you would
want in the school.

Jonathan Slater: 1 recognise that, as for many areas of the economy,
this is a new challenge that they are—

Caroline Flint: Okay, you didn't lobby—
Jonathan Slater: Just to be clear—

Caroline Flint: It is just that schools have been incorporated into that,
particularly the ones that come under local authorities—

Jonathan Slater: To be clear, I see the apprenticeship levy as an
opportunity for schools to increase their training, not to reduce it.

Chair: We are going to come back to this a little later.

Caroline Flint: One aspect of the NAO Report is a concern about
oversight and scrutiny of the financial risks that might be presenting in
schools, both those that are maintained and academies. I want to go to
page 38 of the Report and maybe start with schools in the maintained
sector. If you look at, I think, paragraphs 3.6, 3.7 and 3.8 and, on the
next page, figure 14, looking at the Isle of Wight as an example, it would
appear, Mr Lauener, that there is a concern—I certainly am concerned
about this—that the way in which the Education Funding Agency
intervenes actually can risk missing out schools that are finding
themselves in financial problems. Are you satisfied with the criteria and
your approach to intervention for schools that may be at risk and the
local authorities that are overseeing them?

Peter Lauener: The part of the Report that you refer to covers the
Education Funding Agency’s oversight of local authorities’ responsibilities
for maintained schools. I thought that actually the National Audit Office
Report was very interesting on this. The approach that we have been
operating, which followed a consultation in 2012 following a previous
Public Accounts Committee report, developed a set of criteria that we
would apply to local authorities” management of the dedicated schools
grant and their management of schools with deficits or surpluses. The
National Audit Office has very helpfully come along, in this Report, and
said that there are one or two flaws in that, about the way the proportion
of schools is calculated. The bit I really liked was figure 14 on page 39. It
identifies that, if we look at the schools in the Isle of Wight, we have not
raised that as a challenge point for local authorities—that does not mean
the local authorities aren’t challenging the schools—despite the fact that
the number of schools in deficit has been increasing, because of the
criteria that you are referring to.
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Caroline Flint: But it is still the case, in terms of the NAO’s conclusions,
that the oversight and scrutiny is still weak. The fact is that the PAC
looked into this in 2012 and the Report outlines that there are still
weaknesses in the oversight and scrutiny function of the EFA. Could I
come to the Isle of Wight? Your criteria actually resulted in the situation
on the Isle of Wight where, as paragraph 3.9 states, “The Isle of Wight
can be used to illustrate the implications of the Agency’s approach. It had
the highest proportion (13.0%) of schools with deficits of 2.5% or more
in 2014-15. The proportion of schools with excessive deficits has been
more than 2.5% each year from 2011-12 to 2014-15, but only one
individual school had an excessive deficit throughout the four-year
period.” In that case, the agency did not intervene in the Isle of Wight
because it did not meet the criteria—this issue of having to have schools
consistently, over four years, being in deficit—rather than looking at this
13% of schools on the Isle of Wight that were in deficit during this period,
as you see in figure 14, of 2011 to 2014-15. There is a failing, in your
criteria, to pick that up.

Peter Lauener: We are applying the criteria. The question and challenge
from the National Audit Office is whether the criteria are the best criteria
to be looking at. Again, this is about the EFA’s oversight of what the local
authorities are doing and not about local authorities’ oversight of their
maintained schools. Again, I think that it is a fair challenge from the
National Audit Office. We are going to look again at the criteria, but we
also want to develop a new approach with local authorities, which will be
much more about sharing data and approaches going forward. For
example, all the material—

Caroline Flint: Do you think you have a role as an agency? I understand
that local authorities should also be on the case when it comes to schools
that are under their influence, but it seems clear to me from the Report
that you are acknowledging that you have not gone far enough in terms
of a sufficient scrutiny exercise. Actually the sharing of that analysis and
data is not only missing from what you provide back to local authorities,
but seems to be missing from what you provide back to academies too.

Peter Lauener: Maybe we can come to the academies point, but on local
authorities—it is right that we have a lighter touch approach on local
authorities because they have the prime responsibility and the prime
assurance that we get that the money is being properly spent is what local
authorities tell us. This is about where we look to spot where everything
might not be as good as it should be at local authority level. In light of
this, we should look again at the criteria, which followed the consultation
in 2012.

At least as important as that, we are very keen to develop a new approach
going forward using the benchmarking data that is available for all
maintained schools and academies alike, which we have referred to
several times and is on gov.uk. Again, as the NAO Report refers to in
paragraph 3.13, we are developing a forecasting approach for academies
so that we can identify problems in advance—
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Caroline Flint: I will come to that.

Peter Lauener: And we would like to share that data with local
authorities.

Caroline Flint: I will come to the predictive tool. It is welcome, but it is
only applying to academies at the present time—the plans for its pilot—
not to providing that with local authority maintained schools. Is that
correct?

Peter Lauener: What we would like to do is share it with local authorities
to say, “This is what we’ve got on the basis of a data set of 6,400
academies and 3,000 academy trusts. It might be helpful to you in the
approaches that you are taking locally.” I have had one or two discussions
already with local authority colleagues.

Caroline Flint: There is a lot of discussion, but in terms of actions—given
everything that has been heard before in this session on what schools are
going to have to face in terms of reducing their costs—do you really
believe that your oversight and scrutiny procedures that you have now
are fit for purpose in being able to identify the schools that are most at
risk of going into deficit over the next few years?

Peter Lauener: Are you referring to academies now?
Caroline Flint: Both.

Peter Lauener: 1 have referred to our work with local authorities—the
work I think we now need to do to look again at the criteria that followed
on from 2012 and also to develop a more participative approach with local
authorities. I think those two things will be helpful. Would you like me to
go on and talk about academies?

Caroline Flint: No. On the local authorities, you have accepted the NAQO’s
suggestion in paragraph 3.7, in terms of looking at the numbers: “We
recalculated the proportion of schools with excessive deficits or surpluses
using as the population the number of maintained schools open in 2014-
15”. But you did not take into account those schools that then transferred
to become academies, or those that closed. Is that correct?

Peter Lauener: Yes. We accept the NAO’s recommendation on that and
we will apply that point when we look at the 2015-16 data from local
authorities—

Caroline Flint: When you look at paragraphs 3.6, 3.7 and 3.8, you can
see how tweaking the criteria increases the number of local authorities
you need to have a look at, and the schools within them. Is that correct?

Jonathan Slater: Absolutely. It is a good challenge from the NAO. It
points out in 3.7 that it would have increased the number of councils they
would have intervened in by two.

Caroline Flint: You have made the pool larger by not excluding schools
that have become academies during the period you are looking at or
schools that have closed. Rather than just looking, as your benchmark, at
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schools that are in deficit for four years, are you going to look more at
the number of schools in deficit for between one and four years during
that period, as indicated in paragraph 3.8? When you look at that and
you add that into the equation, you would have contacted 21 local
authorities in 2014-15, instead of the one you actually did.

Peter Lauener: In relation to paragraph 3.7, we think we are going to go
ahead and use that particular way of estimating the number of schools
that the National Audit Office recommends. We are going to do that now.
That was not specifically covered in the original 2012 consultation. In
relation to paragraph 3.8, which really relates, I think, to figure 14—you
made the point a moment ago about figure 14 and the Isle of Wight
example—I think that that illustrates that we need to look again at the
criteria. I think we ought to discuss them with local authorities in the
context of what I have described about working jointly with local
authorities on the efficiency challenge over the period to 2020, because
that is not something that we can meet in the Department and it is not
something that local authorities can do on their own. We need to do it,
and we need to do it working together with schools.

Caroline Flint: Okay. Let's go on to academies because they are slightly
different. You have a much closer relationship with them, with the
monthly national concerns reports. That should lead to action, and there
is oversight via the non-executive director from the DfE who works with
the agency on that. You have identified, and it has been identified by the
NAO, that as far as academies are concerned—I think it is in paragraph
3.13 on page 40—you have been looking to develop a more preventive
approach to support trusts at risk of getting into difficulty, which is a
good idea. That includes a tool. You are planning to pilot this in early
2017 with a view to implementing it in full from March 2017. Is that still
on course?

Peter Lauener: Yes it is. We are piloting it now and the results are
encouraging. We think it will be helpful. You are quite right. As far as the
whole agenda we have been talking about this afternoon is concerned, we
need to move more to a preventive approach and we think that this will
help us do it with academies.

Caroline Flint: What, so far, have you learned that was missing from
your previous approach, to enable you to have a better understanding of
financial risk?

Peter Lauener: It's about getting ahead of the curve. It’s about taking
the data that we have on academy trusts. We have very sound data, now
over an increasing number of academy trusts, on their financial position
both from their annual accounts return and, critically, from their budget
forecast return. It is very simple, really. We look at the pupil numbers. We
can apply the expected trends in budget share. We can build in all the
things that are in this Report that are highlighted in terms of the cost
pressures and then we can look at individual academy trusts that will be
particularly affected by those changes over the next year. So, it gets away
from the national average and on to the individual academy trust. We
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might then find, when we go to an academy trust and say, “Are you aware
of this? What’s your view of it?”, that they say, “"That’s all fine. We've got
this plan. It's already started. It will roll out”. We might get others that
say, “Right, that’s very helpful. We've not got there yet”.

Caroline Flint: It has been suggested that such a preventive tool would
be useful in the maintained sector that comes under local authorities.
Where are you in terms of discussions with the LGA or others who might
have an interest in this, so that all children—whether they are in an
academy school or a local authority-run school—and their families know
that measures are being taken to head off any problems?

Peter Lauener: That is at a very early stage. I had one discussion with
Alan Wood, who chaired a recent panel on the local authority role, and
Alan was very interested and thought that it was a good thing to develop
together, and I am very keen to do that. I will have further discussions
with the LGA as you say.

Caroline Flint: Have you got a timetable for progressing that piece of
work with local authority-run schools?

Peter Lauener: Not in detail yet. I need to get further into the detail of
that with local authorities and local authority associations. It is one of
these situations where I like to have proof of concept, but the piloting is
now going well, so I think we have a product that we have a lot of
confidence in. It is not ready to share yet, but as soon as it is—well, we
will start the discussions with local authorities in advance of completing
the pilots.

Caroline Flint: Reading through page 41, paragraph 3.15, all the way
down to 3.21, the NAO has raised concerns about how the monthly
national concern reports are put together, the judgments that are made
on them. If you look at paragraph 3.16, you will see that, of the 322
reports highlighted due to financial issues, “the Agency identified over
one-third” and “one-quarter were added...after trusts themselves
identified issues”, and there were a further 6% from whistleblowers. That
leaves 30% of cases where “the Agency did not record or could not match
the means of referral”. That is quite worrying, if your own records are not
complete about why certain trusts have a national concern report and
you cannot work back where the trail came from.

Peter Lauener: What this relates to is actually, again, a previous National
Audit Office Report that was published in October 2014, which
recommended that we should introduce stronger central recordkeeping of
this. That was a good recommendation and we always like to implement
National Audit Office recommendations. We implemented that. The new
system, which was called the data and reporting tool, went in in October
2015. It took a few months to bed it in, but we think that it is now well in.
The last sentence of paragraph 3.16 says that the “more recent records
were more complete”. When the NAO looked at the sample of this, they
were looking both pre-October 2015 and post-October 2015, and again—
hands up—they did not find it perfect post-October 2015, but they found it
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better. I am pretty confident that now the recording system is properly in
place.

There is another interesting point that the National Audit Office makes—
which again I think we need to do more on—which is evaluating the
effectiveness of the intervention, to have the proper recording system.
Again, a lot of these records were kept locally and this is about having it
available centrally. One of the things we can then do when it is available
better centrally, as it is now, is better evaluate the effectiveness of the
interventions we are making. I am very keen that we do that and I think
we might—

Caroline Flint: Why hasn’t that been happening?

Peter Lauener: Well, the timeline I quoted was the system went in in
October 2015 and we have been embedding it in. I think it is now a strong
system. It is just over a year after that—

Caroline Flint: Why weren’t these things thought about in the first place?

Paragraph 3.21 says that the NAO found that “the Agency had added 70
academy trusts (22% of the 322 highlighted for financial issues) back to
the national concerns reports which it had previously removed.” So
actually we have a bit of a revolving door going on here, with some of the
same trusts becoming almost repeat offenders, according to your own
criteria. So that suggests you are not actually doing something about the
reports.

Peter Lauener: There are two points. When the National Audit Office
commented about the recordkeeping, that two-year period that they
looked at was not as readily available as they would have liked. In the
end, there were only three cases where we did not have the records, but
they were not all on the central system because of the time it was
introduced. The point about on-and-off comes back again to the
evaluations that I have just talked about. That is the kind of thing that we
need to evaluate. It may well have been perfectly proper that an academy
trust’s issue was dealt with and it came off the register, then a new issue
comes along and it goes back on the register. But I think we ought to do
some proper evaluation of that and we will.

Caroline Flint: Okay. I think you have accepted all the recommendations
in the Report from the NAO. Is that correct?

Witnesses: Yes.

Caroline Flint: Okay. Final question—back to Mr Slater. Given that it's a
work in progress, in terms of the criteria to determine which schools—
whether academy-run or local authority-run—are at risk financially, going
back to my colleague’s first question, what if, over the next couple of
years, more schools find themselves in deficit and they’ve done
everything that could be expected of them to pare back to the bone? Will
you have to bail them out?

Jonathan Slater: We do work school by school, where they are in deficit,
and agree plans with them. With academies, Peter’s managed to take the
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agency from a position where a few years ago the funding they were
getting to get them over the line was written off, whereas now most of the
funding is repaid on a loan basis, in the same way as for local
government. We have those powers to help schools facing challenges in
the short term—

Caroline Flint: Just to be clear, if during this process, and in good faith,
schools have actually done everything they could to meet what is
expected of them but they are still in deficit, will the Department provide
loans to those schools to cover their immediate costs, so they don't close,
while they pay you back down the road?

Jonathan Slater: Peter, you might just want to explain the way that we
actually do this.

Peter Lauener: That is precisely the approach we take at the moment. As
Jonathan said, if I can give some figures on this, they’re quite interesting.
In 2011-12, when we provided deficit funding, 100% of it was non-
repayable. In 2015-16, close to 85% of the deficit funding was repayable.

There are two good reasons for that being a very good thing. One, it gets
the incentives in the right place, because if the deficit funding is non-
repayable, everyone thinks—I'm sorry, but I exaggerate to make a point—
“The nice Education Funding Agency will give me some extra money.” We
are trying to switch that and it's obviously better value for the taxpayer.

Caroline Flint: Are you doing some work now on being better able to
predict the number of schools that might have to avail themselves of a
loan if the plan of £1 billion through better procurement doesn’t work out,
for example?

Peter Lauener: That comes back to looking ahead and to more
preventive territory. When we look at the number of academy trusts, we
see that the number in deficit has edged up in terms of their academies’
accounts return. It was 4% in the last year, up from 3% two years
previously. So, the number is going up and I think it’s really important
that we’'ve now got evidence case studies, a lot of which are on the
website, about the savings that can be produced, plus the evidence of the
different approach that we are now taking to deficit finance, which
essentially is about working with the academy trust, listening to them
about the local issues and coming back with a plan—sometimes it's a
three-year plan, or even a four-year plan—that gets the money back.

Caroline Flint: Could you supply the Committee with some data on
current loans? What amount is currently being provided in loan form, and
what is the number of schools that that’s covering?

Peter Lauener: Yes, we can.

Chair: If you could write to us with that, that would be helpful.

Peter Lauener: 1 will.

Anne Marie Morris: Mr Slater, would I be right in assuming that the
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Department’s objective is still to ensure that children—more children—
can enjoy a good or outstanding education up to 18 years old?

Jonathan Slater: Yes.

Anne Marie Morris: So, if we are going to make these efficiencies, how
will you ensure that there is no diminution in the quality of the education
that these children receive as a result of the changes you're about to
make?

Jonathan Slater: That is why when we started sharing data with schools
a year ago on how their spend for different categories compared with
others, we shared with them not just the cost but the performance, and
not just a sort of general notion of performance but a value-added
performance. We were looking to share with headteachers examples of
schools whose costs in particular categories were lower but whose value-
added performance was higher, because that’s obviously the sweet spot
that we’re all aiming for. It's hard to achieve, but that’s why it’s absolutely
vital that we look at both things together, isn't it?

Anne Marie Morris: You are talking about process rather than the end
result—the outcome. I would certainly like—and I suspect most schools
and parents would like—some assurance that what you are doing now is
not going to detrimentally affect the quality of the education that these
children are getting. Nothing you have said to me so far has given me
any comfort; comparable statistics do not give me that comfort. What are
you actually going to do, going forward, to measure and ally the
comparability of outcomes in terms of performance—"Are we an
outstanding school or a good school?”—against what has happened
financially?

Jonathan Slater: In answer to a previous question, Tony referred to
analysis that is coming to an end at the moment and is shortly to be
published. It looks at that question historically and finds—this is a teaser
before the report comes out, which we hope will be as soon as possible—
that efficiency improvements are not correlated with performance. We will
look back and report on that, and we will measure it in future and report
publicly on it.

What we are looking for and sharing with headteachers are examples of
similar schools with excellent performance and lower costs. The buying in
to a national energy contract has no adverse impact whatever on
standards, and the extent to which schools do it enables them to employ
more teachers. That is what we would like schools, where possible—it is
not always possible—to do.

Anne Marie Morris: I am glad that you say you are going to be looking
at measuring the relativity of what is happening in finances with the
outcomes going forward. What I would certainly like to hear next time
you appear before the Committee is exactly how you are going to do
that. With the greatest of respect, when we look at the issues at stake
here, we see that you are talking about electricity bills, but there are
many other cost factors that schools have to take into account for which
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there is no history that you could bring into your calculation.

I was interested in your point about the apprenticeship levy, because
there are actually no apprentice teachers. While I know that the Minister is
looking at creating apprentice teachers in the future, they are not going to
be on the rails by the time the new funding formula comes in. Effectively,
what you are doing is saying, “Pay up; here is a tax credit that you can’t
actually spend.” You might well come back to me and say that they could
spend it on administrative apprenticeships, but do we really think that that
is what we should be doing? You just said we should be spending more
money on teachers, so to spend money on apprentice administrators
doesn’t make any sense.

Jonathan Slater: 1t is important that we put schemes in place that
enable schools to employ teachers on teaching apprenticeships as soon as
that can be put in place. You are absolutely right to say that it isn't in
place, and that it is work in progress at the moment. I am determined that
schools have access to a teaching apprenticeship scheme within the two-
year period where, as you will recall from previous meetings, they get to
spend the money. They have two years to spend the money. It is very
important that we get it as soon as possible. I would obviously prefer it if
it is was already here, but it isn’t. I can get it in for September 2018.

I also think it is a good thing for schools to consider the potential use of
apprenticeships in respect of school business administration as well. I
think that is a good thing, not a bad thing. I think that both are good, and
we need to give schools the maximum number of opportunities to get the
full levy back. We are absolutely not there yet; we need to get there as
soon as we can.

Peter Lauener: There are groups working on these standards now.
Employer-led groups have been set up to work on the standards for
teaching apprenticeships and school business manager apprenticeships.
That work is under way.

Chair: In passing, I think it is worth noting that we uncovered, I think,
three or four different routes into teaching in our last hearing on teacher
training. There is now going to be apprenticeships as well. This is mind-
bogglingly complicated. Any benefits they get from the apprenticeship
levy may well be spent on trying to get people to navigate the system.

Jonathan Slater: One of the things we are doing is considering, as part
of that work with employers, the extent to which we can use existing
routes and tweak them to take account of the apprenticeship levy, rather
than making it more complicated.

Chair: I hope so, otherwise we will be creating so many complicated
routes that the danger is that people will perceive teachers—

Jonathan Slater: Our aim is to avoid that if we possibly can, for exactly
the same reason as you say.

Chair: There is a danger that there will be a sort of pecking order of types
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of teacher, depending on how they train.

Anne Marie Morris: Indeed. Certainly, in the light of that, given that you
didn’t lobby about the apprenticeship levy initially, I would like to see you
lobbying now. Given that we don’t have apprentice teachers, it seems to
me that there ought to be some, if you like, quid pro quo. It seems to me
that schools should be allowed to not pay the apprenticeship levy until
such time as they can have apprenticeship teachers.

Let us move on. You keep saying “doable”. You say, “It’s going to be hard,
but it's doable”. What is your definition of “doable”?

Jonathan Slater: That which I see individual schools doing at the
moment.

Anne Marie Morris: At the moment?

Jonathan Slater: 1 can see individual schools taking advantage of
particular contracts. I can see individual schools reorganising their back-
office services. I do not say that everyone should be able to do what some
do, but it seems to me a reasonable objective—a doable objective—to
move upwards in the way that I have described to date. I have talked
about a situation in which schools collectively have £4.5 billion worth of
surpluses, so we are certainly not going to be lending them any money,
and circumstances in which there is time to bring in these changes. So it is
doable with the right support of the sort that we need to bring in. That is
what I mean by “doable”.

Anne Marie Morris: All right, but I think you are also assuming that
“doable” means everyone can do it, and I think by your own admission,
not everyone can do it. The figures seem to assume that everyone can,
and that is how the numbers are going to be crunched. I do not think you
gave very satisfactory answers, actually, to my colleague Ms Flint when
she asked, “"What do you do when it all goes wrong in terms of bailing a
school out?” I think you are making some assumptions in this picture you
are painting that one size fits all and that every school can make the
sorts of savings that you describe.

Jonathan Slater: 1 definitely do not think that one size fits all. I definitely
do not think that all schools can do what some can. It absolutely does
depend upon the circumstances they are in. There is nothing that the NAO
have identified in their Report that suggests that this task is not doable.
The question is: how well organised are we? Can we put in place the sorts
of arrangements that we are describing here to make sure that it
happens? That is the task. The circumstances facing different schools
couldn’t be more different. I am very sympathetic to the challenges faced
by headteachers where rolls are falling, and it will be crucial that such
schools are supported by their local authorities or by the Department over
the medium term where those arrangements pertain and where the
national funding formula does not help.

Anne Marie Morris: My local schools say very much the same as the
headteachers we heard from in our previous session. They have now got
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to the point where the pips are squeaking. They have already made as
many redundancies as they feel they can among administrative staff and
they are cutting counsellors—any support on mental health—so the only
place to go now is to cut teaching staff. It was you who said—it must
have been all of about three minutes ago—that the point of these
changes was to enable schools to employ more teachers. Certainly, the
evidence from schools is that what you want to achieve is not going to
happen. One of the reasons that may be is that, while you can look at the
cost of energy, there are some other fundamental changes that I suspect,
because they are not measured, you have not taken into account.

Let me give you an example: mental health. There has been a real
challenge with regard to the burden on teachers of increasingly having to
deal with the social welfare as well as the finances and educational needs
of children. Indeed, they have to do that whether or not they are paid to,
because of the safeguarding rules and regulations. I have seen too many
schools that are really concerned about this, because they do not get the
support that they need from social services. We know that that support is
not going to increase. We also know that the troubled families
programme, which provided some sort of support, has been cut back so it
only applies to children over 11.

The bottom line is that we are finding schools being pushed to take on an
increasing burden of dealing with the many mental health challenges that
are coming through from the way the modern world works, and I cannot
see any evidence in anything that the Department has done or said that
shows how those real issues are being taken into account. Perhaps you
can tell me, Mr Slater: have they or haven’t they? How have you
measured them? Will you measure them in the future?

Jonathan Slater: Just to be completely clear, we completely recognise
that individual schools face individual challenges. If I had been Russell
Hobby, the excellent General Secretary of the National Association of Head
Teachers, I would have been careful about who I brought along to the
session on this.

Chair: Sorry, we invite witnesses, Mr Slater, not Russell Hobby.

Jonathan Slater: Okay. There was a 15,000 increase in the number of
teachers during the last Parliament. Clearly, they were not allocated to
those particular schools, but the total nhumber of teachers went up by
15,000 in the last five years. The challenge faced will absolutely vary
school by school depending upon the circumstances of a school. We are
expecting an increase in the number of—

Chair: Mr Slater, is that a net figure?
Jonathan Slater: Yes.
Chair: So that is taking into account that, if a new school opens, clearly

they will get new teachers. You are netting that off against teachers lost
in other schools.
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Jonathan Slater: The total number of teachers has gone up by about
15,000 in the last Parliament. We are expecting an increase of about
8,000 to 9,000 over this Parliament.

Bridget Phillipson: How does that work as a comparative measure?
Giving us a big figure does not necessarily mean anything.

Jonathan Slater: 1t was about 3% last time, out of 450,000.

Bridget Phillipson: And how does that relate to increasing—

Jonathan Slater: What happened in the last Parliament to class sizes was
that, while primary places went up by 11%, the average primary class size
went up by about half a child, from 26.5 to 27, whereas in secondary,
class sizes fell slightly because pupil numbers fell slightly. What is
happening in this Parliament, as the NAO points out, is that secondary
numbers will increase by 10%, in just the same way that they did in
primary, because those kids are getting older, as your previous questions
answered. So secondary schools will get the financial benefit of that, in the
way that primary schools did last time. Primary schools will still go up by
3%. They will not drop off yet. The reason why primary deficits went down
and secondaries went up was a consequence of that: secondaries catch up
this time around. So it is doable. I am not saying it is done; I am saying it
is doable.

On mental health in particular, the Government just announced some
proposals to support schools in what, as you say, is an important
challenge, and they identify the need for further review of the relationship
between schools and CAMHS, so there is some training that we—

Chair: Sorry—CAMHS is child and adolescent mental health services?

Jonathan Slater: Yes. There is training that we need to support, and
there is more that we need to do, absolutely, because as you say, schools
are under pressure.

Caroline Flint: But some schools, including some primary schools in my
constituency, are funding counselling support out of their school budget
for a range of children, such as those whose parents have split up. Those
schools will find huge pressure, won't they, on whether they can keep
funding that? The Prime Minister’'s ambition to tackle the problem of
support for children, particularly with their families, is going to be at risk.
If it is at risk, what are you going to do about it?

Jonathan Slater: The review that was announced is a very important
piece of work, and we need to make sure that schools are properly
supported through the outcome of that work.

Caroline Flint: But if schools start cutting that sort of support, will you
know about it? Will you have oversight of what is happening within
schools?

Jonathan Slater: The very fact that Ministers have made a recent
announcement on the importance of schools being properly supported



5

Q114

Q115

Q116

Q117

Q118

HOUSE oF COMMONS

demonstrates the seriousness of the work. I will be working closely with
the Department of Health on that issue.

Caroline Flint: So will you include in your oversight looking at that type
of support within schools?

Jonathan Slater: Absolutely.

Caroline Flint: So you are on it if they are under threat?

Jonathan Slater: 1 will be a very active party in the review to make sure
that schools are getting the support they need, in light of the challenges
that their children are facing, absolutely.

Chair: Right. You have made that pledge, and we shall hold you to it.

Nigel Mills: Last week we had a session with the Crown Commercial
Service on their progress, which is perhaps somewhat slower than we
might have hoped, on improving procurement. It seems you are
heroically hoping you can get 20,000-something schools to start
improving their procurement, presumably using some kind of web-based
system. Does that system exist? Are you confident it is scalable to the
level of getting that many schools to use it?

Jonathan Slater: The right solution will depend on the type of thing that
one is buying, but it is striking that only 30% of schools are buying online,
and 70% are not. Those 70% of schools that are not buying online are
using paper-based catalogues, which is an expensive and time-consuming
activity for hard-pressed staff. It means they are buying on the basis of
paper catalogues in front of them in which the price of the same good
varies by 45% either way. The fact that 30% of schools are buying online
demonstrates that it can be done; the question is how we support all
schools to do it. That will require regional hubs, networks and active
support from the Department, of a sort that has not been there in the past
and needs to be there now.

Nigel Mills: But you are confident that there are the online resources,
national contracts and so on to cope with 20,000 schools trying to renew
their energy contracts in a year, or something? That infrastructure will be
there?

Jonathan Slater: 1 will ask Tony to speak in more detail about this. It is
not all there in all areas, no. I mentioned energy because it is one that is
there. The next one that will come out is water, with further ones coming
out over time. This is an ongoing process.

Tony Foot: We are building that in waves, addressing the easier
categories first and then becoming more complex. We are also working
very closely with the Crown Commercial Service on scaling up, because as
you say, it is a huge increase in volume for those schools coming through.

Nigel Mills: Is your Department a keen user of the Crown Commercial
Service? Are you looking forward to transition?
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Jonathan Slater: They are a key partner for us in making this happen,
absolutely. We were listening to their evidence to you as well. We will be a
demanding customer on behalf of schools, you can be sure.

Nigel Mills: May I ask about very small schools? I can see that if I am a
large school with 1,200 or something pupils, I have got enough budget to
manage some of this, but if I am a small school with a few dozen pupils
and one administrator, isn’t this just another step? They cannot really
take one down to less than one in that situation. How do you cope if you
are a very small primary school?

Jonathan Slater: Again, I will ask Tony to join in if that is helpful. It is
really, really important that schools are able to collaborate with each other
on this task and to work together on it, which is why I made a big play of
the importance of those networks that we are putting in place that do not
exist anything like as much as they need to.

Chair: They used to be responsible to local authorities—it is the policy to
fragment them.

Jonathan Slater: I used to be a director of education for a local
authority. Absolutely. I am talking about managing the system as I see it,
in which there are opportunities for local authorities to support their
maintained schools to improve efficiencies and there are opportunities for
multi-academy trusts to support academies. These days, people can go
online and take part in national and regional deals as well, and we need to
help them to do so.

Tony Foot: That is one of the factors that we have taken account of in
designing the funding formula, in particular for the schools that do not
have the opportunities. Small, sparse schools are seeing an average 3.3%
gain through the NFF, and for small primary sparse schools it is 5.3%.
Finding where the opportunities for collaboration are is harder. The
national funding formula takes that into account.

Chair: I want to ask a couple of quick questions. In all of this, you have
told us quite a convincing story about how you have got this information
about money being spent on different contracts at the centre, but of
course the key thing that we are all interested in is the impact this
savings regime will have on pupil attainment, class sizes, the curriculum
range—which we heard earlier from the heads is a concern—and the
number of teachers not teaching their specialism, which is something we
have heard in evidence here before. Do you have that information, or do
you have a mechanism for collecting information about those measures
that will directly impact on pupils and their learning?

Jonathan Slater: To be clear, none of the best practice that we are
sharing with schools and encouraging them to make use of is best practice
that has any adverse impact on any of the things that you describe.
Obviously it is crucial that we collect information about the quality of
provision. That is a key responsibility that Ofsted has, to take that as one
example—
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Chair: To cut to the chase, take class sizes as an example. Whether the
size is good or bad can vary depending on the age of pupils and so on,
but to take class size as a proxy, would you know in three or four years’
time how many classes were above a certain level and how many were
stable, as an average?

Jonathan Slater: Yes, of course. We publish the teacher supply model on
an annual basis. It sets out how many teachers we expect the system to
be employing, at primary and secondary, and from that you can see—

Chair: That is not the same as class sizes.

Jonathan Slater: You can see from that—it is published data; I am very
happy to share them with the Committee, even though they are already in
the public domain—that we would expect by 2020 to be employing 8,000
and 9,000 more teachers.

Chair: You have said that several times.

Jonathan Slater: What that means for the pupil-teacher ratio is that we
would expect the number of pupils in a primary school class to go up by a
quarter, from 20.1 to 20.4, and in the case of a secondary school to go up
by a half, from 14.4 to 14.9.

Chair: System-wide. Even though you say it is doable, you have
acknowledged that there will be challenges for a number of schools.
Would you be able to tell when there are some schools where class sizes
are going up, or when you have a stretch where teachers are regularly
and routinely teaching outside their subject area?

Jonathan Slater: The crucial thing about the forecasting arrangements
that Peter is putting in place and that Caroline Flint was asking him about
is that they will enable us to see those schools that are at risk of moving
into deficit by 2019 if they do not take advantage of the efficiency
opportunities that we see. We will also be able to see whether they
cannot do that, because all schools are different. That will mean that
those are the schools that Peter’s people will be going in to and having
the discussion about whether they are doing all they can to avoid that
from happening. We will be measuring that really carefully.

John Pugh: You are misunderstanding the Chair. The Chair is really
asking about the academic risks. We accept that you can do good stuff on
dinners or electricity, but the big things that schools will have to look at is
how they manage their workforce. In paragraph 2.6, it says that:
“Recognising the small sample size”—it agreed it was a small sample
size—"it found that head teachers commonly: increase teachers’ contact
time, class sizes and the amount of teaching undertaken by senior staff;
and reduce supply teacher costs”. The same paragraph also says that
there was evidence of schools employing “younger, less expensive
recruits; recruiting staff on temporary contracts; encouraging staff to
teach outside of their specialism; and relying more on unqualified staff.”
Those are all devices they are currently using in order to manage their
budget. If that small sample becomes a big sample or the norm, will you
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be able to identify it and are you looking out for it? If we are going to be
like Finland, none of those things are the sort of things that they do in
Finland.

Sir Amyas Morse: If you think that what gets measured is what gets
done, then what you are describing is that the strong force in the system
is what you know about the costs. I would have expected an equally
strong force that you know just as early and are just as much on is if
there is a failure of education performance in a particular school. You can
pick out a school that is not spending money on heating, but can you pick
out the same information on what matters more in terms of the delivery
of education? That is what I think all these questions are all about.

Chair: There are three of us asking the same question, so perhaps you
can have a good stab at answering it in short order.

Jonathan Slater: Apologies if I misunderstood the question. Yes, we will
be just as focused on the importance of the educational outcome as we
have always been. None of the headteachers in front of you earlier were
saying anything about there being less of a focus from the Department on
improving exam results, attainment or Ofsted results. We will be keeping a
very strong focus on those things in parallel. We will also have an
unparalleled level of detail on the performance of academies in respect of
these things because of the more proactive work we will be doing with
schools in the next three years because of this challenge.

Chair: If there is a drop in attainment or any of these other measures and

it signals an alarm to you in the Department, will you be going in and
sweeping out the headteacher, taking over the governing body and
making it change its type of school or whatever? Or will you say, “We
recognise that maybe the funding is not working very well here. There is
a big problem. They’ve had to recruit lots of inexperienced teachers and
that is one of the issues”?

Jonathan Slater: As Peter identifies schools facing financial challenge, his
people will be engaging with those schools and exploring the extent to
which the action they are taking is good practice that maintains standards
in accordance with what we have seen elsewhere or not, and if not, why
not. It may be that in some particular cases there is no opportunity open
to that school for the sorts of reasons that you heard earlier, in which case
we need to be flexible in the way that I said we would be earlier. It may
be that there is no good excuse, and we will be being more demanding in
those circumstances. That is a school-by-school conversation.

Chair: You have talked about system-wide, so let's just talk about
system-wide for a minute. Well over half of all secondaries are now
spending more than their income. This is where we were seeing the NHS
going a couple of years ago and we in this Committee were a bit like the
canary in the mine saying, "It is not quite working”, and few people in the
system were brave enough to speak out. That is a concerning figure, isn't
it, Mr Foot? Let’s have Mr Slater first.

Jonathan Slater: 1t is a complicated subject, as you know, Chair, with
5.5% of schools overall in deficit at the end of 2015-16, in comparison
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with 7% of schools in deficit at the end of 2009-10. Every school that is in
deficit faces serious challenges of the sort you were hearing from these
three headteachers, but the total number in deficit has gone down over
that period. The system will be under pressure in the way you described,
but those are the facts.

Chair: You could get out of deficit by sacking staff. That is the brutal
reality, but it is not really good for pupils, is it?

Jonathan Slater: We are envisaging that if schools take advantage of the
non-staffing savings that we have identified—

Chair: £1.3 billion of the £3 billion.

Jonathan Slater: They will be able to reinvest that money in increasing
staffing levels. They will increase the number of teachers, we currently
predict, by about 2% over the next five years. That will require a
significant effort and we need to help schools to make sure that that is
what happens.

Bridget Phillipson: I wish you well in the Department. It just seems like
a pretty tall order and quite an optimistic set of assumptions that
underpin the challenge that schools will face. We have heard a lot about
where they can make savings around procurement to then reinvest, but
what I am less confident about is how that will be achieved without
having an impact on pupils’ attainment, on learning, on many of the
facilities and services that are provided to young people now in our
schools that have made a big difference: all the extra support around
counsellors, as you have said; the review that is ongoing around the
Prime Minister’s drive to see greater support for families and young
people. It doesn’t seem to fit together.

Jonathan Slater: The work programme is important; it is significant.
There is a £3 billion increase in cash. There is £4.5 billion in surpluses. The
average school has surpluses of £120,000; but there are many schools
that are facing a more challenging situation, and we need a forensic way
of engaging with them, in just the way you have described. It is doable. I
did not take the job because I thought it was going to be easy.

Bridget Phillipson: I guess what you will need to see is a means by
which we can measure how that is being achieved and whether those
impacts are desirable or whether they have adverse effects; whether that
is just in pure exam results terms alone, or whether it has a wider impact
across the school system. If schools are having to cut back the
curriculum offer, their exam results may be largely unaffected but is that
really where we want Britain to be in the 21st century, competing to—

Jonathan Slater: No, not at all, and that is why we will be measuring the
whole thing in the way that I sought to answer a little while ago.

Tony Foot: May I just come in on that one point? One thing the NAO
Report does say, on page 35, is that we have got a clear monitoring and
evaluation plan—that is basically a balanced plan between looking at
outcomes and efficiency alongside financial health.
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Chair: And that’s great, but in the health service we have found that it is
very difficult for a lot of people in that system to talk truth to power. Are
you prepared, Mr Slater, to go to No. 10 or your Secretary of State and
say, “"We now have got to the point where there is a problem,” if it arises
in the future? Or are you so confident it is doable—a word we are going
to add to the PAC bingo card, I have to say—that you are not worried
that you are going to have to have that conversation?

Jonathan Slater: 1 will be sharing with my Secretary of State on a
regular basis how the programme is going. You can be confident she is
going to be asking lots of detailed questions on a very regular basis about
how the work is going and that will be a completely straightforward
conversation.

Chair: Before we finish, I forgot to ask something of Mr Lauener earlier
about free school funding. I think you may be aware that Diana Johnson,
the MP for Kingston upon Hull North, has been asking a number of
parliamentary questions, which raise some very interesting issues about
the amount of money that free schools have been given. They have had
fewer pupils admitted than they planned in some academic years since
2009-10 and she was asking how much money that they had been given
has been clawed back, when they have had overfunding in some of those
years. As I understand it, £800,000 of the £11.5 million that free schools
owe the Government has already been written off by the Department and
will not be paid back. Is that a trend or is that a one-off? Of that £11.5
million how much are you expecting to get back into the Exchequer’s
coffers?

Peter Lauener: 1 referred earlier to the 4% of academies that were in
deficit at the end of '14-15. That would certainly have included some
academies, or free schools—they are all within the same picture—where
there is what we call a pupil number adjustment: they have not recruited
all the pupils that they had expected to and they have had more money
for that. We would always look to recover that, and that takes us into the
kind of deficit recovery plan I have talked about. There will be some cases
where we are not able to recover that, and one or two cases where free
schools have closed and we have had to write off—

Chair: So that figure mostly relates to closures?

Peter Lauener: 1 probably ought to check certain figures and write to
you.

Chair: I will pick this up in correspondence with you in that case, or
perhaps Diana Johnson will.

Thank you very much for your time. You gather from us that, while you
may have a doable financial model, we have a big concern about its
impact—I am sure it is sharply in your mind as it is in the permanent
secretary’s, and I would be shocked if it wasn't—and the potential
mismatch between what happens to pupils in the classroom and the
financial side. Nobody on the Public Accounts Committee would disagree
with trying to buy electricity, water, paper, and so on, cheaper. It is great
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that you want to encourage schools to pursue those efficiencies. However,
there must also be a dose of realism in the mix. As Bridget Phillipson put
it, do we want to live in a Britain where we are reducing the curriculum
and having non-specialist teachers teaching? Post-Brexit, that is not going
to deliver. You get a flavour of our concerns. Our report will probably be
out after half-term with our current timescale, and the transcript will be
available in the next couple of days. We will see you again soon, on
capital funding.

Jonathan Slater: Actually I am back next Wednesday.

Chair: You are in the dock! The only Department to come back—we look
forward to seeing you then. You’d better come wearing your flak jacket!
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