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1 Introduction 

1.1 In April 2003, PricewaterhouseCoopers LLP (PwC) was commissioned by the National Union of Teachers (NUT) to undertake a study to identify the main cost pressures that primary and secondary schools in England are likely to face over the next three years and to assess the impact of these pressures on schools’ future funding requirements. This is our final report.

1.2 Our terms of reference for this work were to: 

· assess the impact of changes to teaching and support staff salary costs, including the implications of changes to National Insurance and pensions, upper scale funding and the possible need to pay extra to retain high quality staff;

· assess the impact of the costs associated with implementing the teacher workload agreement, including new responsibilities such as the transfer of administrative duties to support staff in 2003/04 and guaranteed time for planning, preparation and assessment in 2005/06;

· reflect the different starting points from which schools are implementing the teacher workload agreement and the impact this has on associated costs; 

· identify any additional cost pressures that emerge during the course of the research;  

· assess the impact of these costs on schools’ budgetary requirements assuming that schools will continue to provide the same level of service as they do at present (e.g. without increases in class sizes); and

· allow comparisons to be made between schools’ predicted budgetary requirements and the planned funding for schools at national and local level over the spending review period.

1.3 Our study was based on fieldwork in 36 primary and secondary schools across six Local Education Authority (LEA) areas in England. We also conducted a series of interviews with national bodies with an interest in education, so that we could understand their perspectives on the issues being considered and test our emerging findings against their knowledge and experience. 

1.4 The focus of our study was the identification of school level costs. The primary source of evidence for our investigation was, therefore, information on current and estimated future budgets provided to us by head teachers themselves. Where necessary, the information supplied was checked against and supplemented with our own cost estimates. These estimates were generated by a theoretical school budget model developed for this study. The methodology that we used is described in further detail in Section 2 of this report. 

1.5 Following a summary of the main messages from the study, the results of the fieldwork are presented by LEA. For each authority, we set out: 

· the estimated costs that the average primary school and average secondary school in our sample is likely to incur if it is to maintain the current level of service and implement the teacher workload agreement over the next three years – 2003/04, 2004/05 and 2005/06;

· an assessment of the degree to which the schools that we visited have made progress towards implementing the workload agreement, outlining any implementation strategies that schools are proposing to adopt, where those strategies appear likely to have an impact on future costs; and

· any additional cost pressures that individual schools identified that were specific to that school and not, therefore, included in the average figures. This might, for example, include the capital costs of planned building or ICT projects. 

1.6 This report is structured as follows:

· Section 2 explains the methodology used to conduct the study, including the arrangements for selecting the LEA and school sample and the assumptions underpinning elements of our analysis;

· Section 3 presents the key messages from our study and provides overall analysis of the results;

· Section 4 sets out the main findings of our investigation by LEA, in terms of reported school level cost pressures over the next three years.

1.7 Detailed information on our assumptions, sampling approach, national interviews and overview of the national funding changes is provided in Annexes A-D at the end of the report. Annex E contains a breakdown of the reported cost information for each of the LEAs that were included in the study. 

2 Methodology 

2.1 In this section of the report we set out the methodology used to undertake the study. This includes: 

· the key features of the theoretical school budget model that we developed to provide a supplementary source of evidence and a description of the assumptions that underpin the model;

· the criteria for selecting the sample of LEAs and schools; and

· our fieldwork and interview programme.

The theoretical model 

2.2 Our starting point for this study was to develop a theoretical ‘model’ for a typical school budget that we could then use as a basis for our programme of fieldwork with schools. 

2.3 In order for these financial predictions to be generated, the model required the input of a range of key data from schools, including: 

· School budget for 2002/03

· Current and estimated future pupil numbers 

· Average current class size

· Current FTE teaching staff and their distribution along the pay scale

· Current FTE support staff 

· Total cost of allowances (recruitment and retention, SEN and management)

· Total cost of staff on the leadership pay scale

2.4 The model then applied a series of calculations and assumptions to this data to produce estimates of the school budgets that would be required to continue to deliver the same level of service (i.e. with no increase in average class size or vertical integration of classes) in each of the next three financial years – 2003/04, 2004/05 and 2005/06. The full set of assumptions that underpin the model is contained at Annex A, but the main ones are: 

· class sizes are fixed at current levels;

· contact hours required per pupil, per week remain fixed at current levels;

· teachers’ salaries will increase by 2.9% in 2003/04 and by 2.5% in the following two years (this is based on the STRB report for 2003/4 and the government’s evidence to the STRB for 2004/5 and 2005/06);

· schools’ expenditure on non-staff costs (premises, ICT, building works etc) will increase by the current rate of inflation over the next three years. 

2.5 The next stage of the work was to test the model through a series of visits to a sample of schools in six LEAs and to supplement the financial data provided to us with additional information derived from discussions with head teachers about the predicted costs of implementing the teacher workload agreement. 

Selecting the LEA and school sample

2.6 Our sample of six LEAs was selected with reference to criteria designed to ensure a fair balance of different types of authority, facing different funding conditions. Our guidelines were that the sample should include:

· a good range of different types of authority (county, metropolitan borough, unitary, London Borough);

· authorities from across six different regions; 

· some authorities that received additional DfES grant to bring per-pupil funding increases up to a floor of 3.2%;

· a balance of ‘winners and losers’ in terms of the gap between grant and the schools Formula Spending Share (FSS) in 2003/04; 

· some authorities that have been identified by DfES as not passporting the full FSS increase to schools;

· only authorities with stable school rolls (so that this possible cost pressure did not distort our overall findings).

2.7 The application of these criteria produced a sample of the following LEAs:

	Sample LEAs

· Birmingham Metropolitan Borough Council 

· Brighton and Hove City Council

· Durham County Council

· Essex County Council

· London Borough of Hammersmith and Fulham

· Wiltshire County Council


2.8 A table showing the main characteristics of each of these LEAs is attached at Annex B.

2.9 LEAs were asked to propose a sample of six local schools - four primary and two secondary - to participate in the detailed fieldwork. LEAs were informed that the sample should, as far as possible, include a balanced representation of schools with identified current funding problems and schools without any such problems. Schools that are, or have recently been, in special measures, or schools with falling rolls were excluded to eliminate the unusual cost pressures faced by such schools. Across the whole sample we sought to include a reasonable spread of different sizes of school – and specifically to include some schools with sixth forms and some small primaries. 

Fieldwork and interviews 

2.10 Our visits to schools involved meetings with head teachers and, where appropriate, bursars. We obtained information about each school’s current financial position and ran these figures through the theoretical model to produce cost estimates for the next three years. These estimates, and the assumptions that underpin them, were verified and validated with schools and the results refined where necessary. 

2.11 We then discussed the likely costs of implementing the teacher workload agreement requirements over the next three years and obtained data on:

· estimated additional teacher and support staff hours required to implement the teacher workload agreement; 

· current positions (or starting points) on key teacher workload initiatives.

2.12 The main components of the teacher workload agreement that we considered likely to have an impact on school level costs are shown in the box below.

	Teacher workload agreement – key components 

Initiatives to be introduced in 2003/04:

· routine delegation of 24 non-teaching tasks; 

· introduction of new work/life balance clauses;

· introduction of leadership and management time.

Initiative to be introduced in 2004/05:

· new limits on covering for absent teachers. 

Initiatives to be introduced in 2005/06:

· guaranteed professional time for planning, preparation and assessment (PPA);

· introduction of dedicated headship time;

· introduction of new invigilation arrangements.


2.13 The information collected during the visits to schools allowed us to produce an estimated budget for each school for the next three years that reflects the likely costs of implementing the workload agreement. As part of our approach we sought to ‘challenge’ the figures reported to us by schools in order to ensure that estimated costs were reasonable. We attempted to ensure, for instance, that head teachers had considered all the various options for implementing the teacher workload agreement, some of which might include new approaches to the deployment of teaching and support staff. 

2.14 In each of the LEAs that we visited, we met a representative from the LEA (usually the Head of Education Finance) to capture information about the general funding position in that authority. In some areas, authorities were able to provide us with their own future budget estimates for their local schools. In one LEA we held a discussion with a wider head teachers’ consultative group. The results of these meetings have been fed into the information presented in the next section of this report.  

2.15 We supplemented our local fieldwork with interviews with major national bodies that we considered could offer a broader perspective, for instance on the impact of the recent changes to the way in which school funding is distributed. A number of national bodies had conducted their own surveys and research into school funding issues and we incorporated some of the results of this work into our own analysis – mainly to help us to identify the main categories of cost driver. A list of national interviewees is attached at Annex C and a summary of the main funding changes is at Annex D. 

3 Key findings 

3.1 The overall objective of our study was to identify future school level cost pressures. The approach that we adopted was to select a relatively small (but diverse) group of schools and to work closely with the head teachers of those schools to identify cost drivers to a high level of detail.  As a result, it is not possible to draw firm national-level conclusions from the financial data collected from the local authorities and schools visited during the course of this study, due to the relatively small size of our sample. We can only report, with any degree of confidence, the likely cost pressures that the schools in our sample may face in future years – it is not possible to say whether schools that are not included in the sample will be faced with the same costs.

3.2 In terms of wider, national implications, our study identifies some broad themes concerning the nature of the cost pressures that schools may face in future years. Further work would be necessary to assess whether the cost pressures we have identified are likely to be replicated in schools across the country.

3.3 From the local level results from the six LEAs - set out in the next section of the report - it is possible to discern trends in three main areas: 

· the overall level of predicted future cost pressures;

· the overall cost implications of the teacher workload agreement; and

· the differential impact of cost pressures on primary and secondary schools. 

3.4 We discuss each of these below.

Predicted future cost pressures 

3.5 In the next section of the report, we provide information about the average costs reported by the primary and secondary schools that we visited in each of our sample LEAs. Figure 1 overleaf shows the average reported cost pressure increases for all of the schools in our sample, broken down into primary and secondary sectors. It can be seen that over the three-year spending review period (2003/04 – 2005/06) our sample of schools predicted that their costs would increase by, on average, 27% for primary schools and 24% for secondary schools. It should be noted that these figures are the average of a wide range of reported costs. These ranges are recorded for each LEA in Annex E.
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3.6 The schools and LEAs in our sample will be interested to know how these cost increases compare with the predicted funding that schools will receive in future years. We are not in a position to make this assessment at the present time because LEAs do not receive their indicative education funding allocations from government until later in the year. Moreover, the actual level of school budgets depends on a combination of factors (the analysis of which was outside the scope of our study), including the arrangements for distributing national funding to local authorities and the detailed formulae that LEAs use to allocate local funding to individual schools. 

3.7 In the absence of LEA funding information, we have attempted to provide a high level illustration of the level of cost increases reported by the schools that we visited by comparing those costs with the overall funding for schools that the government announced as part of the Comprehensive Spending Review (CSR) – adjusted to take account of the extra £800m announced to Parliament by the Secretary of State on 17 July 2003
. This comparison is set out in the table overleaf. 

3.8 The table shows that the costs of the secondary schools in our sample are set to increase at about the same rate as national funding, while the costs of primary schools in our sample are set to increase more quickly. The precise share of the total funding package that will be made available for the primary and secondary schools depends in large part on LEAs’ funding formulae, but previous analyses of LEAs budgetary returns show that overall funding is distributed broadly equally between the primary and secondary sectors.

	
	2003/04
	2004/05
	2005/06

	CSR funding % increase over 2002/03*
	12.9%
	18.2%
	23.4%

	Estimated primary school cost increase
	16%
	21%
	27%

	Estimated secondary school cost increase
	14%
	19%
	24%


*Funding data from Appendix 1 of Raising standards and tackling workload: a national agreement. Calculation based on overall CSR resources less capital funding plus additional £800m

Teaching staff costs

3.9 For our sample schools, much of the predicted cost increase over the three-year CSR period is attributable to a rise in teaching staff costs in 2003/04. Indeed some 75% of the overall cost increase for secondary schools and 80% of the increase for primary schools is due to this particular cost pressure.

3.10 Our financial analyses and discussions with schools, LEAs and national bodies suggest that the increase in teaching costs in 2003/04 is underpinned by three inter-related drivers:

· the national increases in teachers’ salaries, pensions and National Insurance contributions costs that apply to all schools. In 2003/04 salaries will rise by 2.9%, pensions by 4.75% and National Insurance by 1%; 

· the particular impact of the above salary increases in schools where a large proportion of teachers are on the upper pay spine. We found this to be the case in the schools that we visited in Wiltshire, Durham and Brighton & Hove – those LEAs where the average cost increases were among the highest in the sample;

· the need to make additional payments to teachers to overcome recruitment and retention difficulties. The two authorities with the biggest percentage cost increases - Hammersmith & Fulham and Wiltshire - highlighted significant problems in this area. Head teachers told us about newly qualified teachers starting their careers at a point above the bottom of the pay scale and the widespread use of recruitment and retention allowances. 

3.11 Our fieldwork was conducted before the government submitted its evidence to the School Teachers’ Review Body (STRB). This evidence, issued in July 2003, proposed that around one-third of experienced teachers should be eligible in any one year for promotion to point 3 on the upper pay scale (UP3). Our findings are based on the expectations of the head teachers to whom we spoke and they expected a higher proportion of teachers to rise to UP3 than the target of one-third. We recognise that this particular cost driver may not be the same in future if the STRB accepts this DfES recommendation. 

3.12 The DfES evidence to STRB also recommended pay increases for 2004/5 and 2005/06 of no more than 2.5%. Our calculations are based on the assumption that STRB will accept this recommendation, although the actual increase in salary costs in these years depends on the STRB decision. Experience suggests that the STRB is unlikely to propose a salary increase of less than 2.5% and may indeed recommend a higher increase.

Support staff costs

3.13 Rising support staff costs are the second most important factor in explaining the reported cost increases across the sample of schools. On average, the secondary schools that we visited expected to see annual (year on year) increases in spending on support staff of 15.3%, 4.7% and 6.0% over the next three years. Primary schools expected such costs to increase by 10.1%, 2.9% and 4.4% over the same period. This rise appears to be a result of schools planning to take on more support staff (partly to address the requirements of the teacher workload agreement) and to pay them higher salaries. The average salary for support staff reported to us by head teachers was £9.45 per hour including on costs. In a number of schools, however, support staff costs were significantly higher than this and other schools may face greater costs in this area if demand for skilled support staff increases in future years. 

Costs of the teacher workload agreement

3.14 We found that, in general, schools expected the implementation of the teacher workload agreement to be a less significant cost pressure than that associated with increases in teachers’ employment costs. On average, the schools that we visited calculated that the costs of the Agreement would represent just under 7% of the total increase in their costs over the period 2002/3 – 2005/6. 

3.15 The qualitative information that we collected from schools provides useful contextual information to help explain the level of the estimated cost impact of the teacher workload agreement. Key common themes from our sample schools were: 

· much progress had been made already in terms of delegating the 24 administrative and clerical tasks. The majority of head teachers that we visited told us that they had either already met this requirement or had gone as far as they intended to go (or indeed their teachers wanted them to go). At least one head teacher had found ways of freeing up office staff time through the introduction of a new IT system;

· the introduction of new work-life balance clauses was typically seen as a managerial challenge for heads and governors rather than a financial one. Few heads considered that there would be specific costs attached to this requirement;

· guaranteed leadership and management time was not a major issue for the majority of schools in our sample. Most already set aside sufficient time for this activity;

· the introduction of new limits on cover in 2004/05 was seen mainly as an issue for secondary schools to grapple with. Primary schools were already used to buying in supply cover as teachers in such schools usually carry a full teaching load. Nevertheless, a number of secondary schools told us that they were already operating within the 38 hours cover limit;

· guaranteed PPA time for teachers from 2005/06 was seen as the teacher workload agreement component that had the most significant cost implications, but mainly for the primary sector. The reasons for this are considered later in this section. Many secondary schools already provided PPA time and others had plans in place to do so;

· dedicated headship time was an issue for the small (primary) schools in our sample who would need to employ additional staff to make such time available. This could represent a sizable new budgetary requirement for these schools; and

· secondary schools had various plans in place to deal with the introduction of new invigilation arrangements. Some already employed external support and others planned to use support staff, but this was not seen as a major cost pressure.

3.16 There may be a number of explanations as to why most schools reported a relatively low level of costs associated with the introduction of the teacher workload agreement. For example, the schools that were able to provide most detail on this issue were those that had already made significant progress in this area. It is fair to say, however, that a number of schools in the sample appeared not to have considered fully the cost implications of this important set of initiatives in advance of our visits. Some head teachers told us that they had not made provision for teacher workload initiatives in their budgets, but most agreed that the assumptions included in our theoretical model seemed a fair estimate of the likely costs of implementing the Agreement for their school were funding to be available. The extent to which head teachers and governing bodies have budgeted for the implementation of the Agreement may be an issue that requires further research.  

Differential impact on primary and secondary schools

3.17 The analysis presented above suggests that, across our sample as a whole: 

· primary school costs look set to increase at a faster rate than secondary school costs over the CSR period; and 

· the most costly element of the teacher workload agreement yet to be implemented is the guaranteed 10% PPA time in 2005/06. This cost is likely to impact disproportionately on the primary sector. 

3.18 It is reasonable to conclude that there is a relationship between these two findings. This contention is supported both by the fact that, after 2003/04, primary school costs rise most steeply in 2005/06 - the year when the PPA requirement comes into force - and by our qualitative research.

3.19 Our research indicated that the PPA component of the teacher workload study is likely to be difficult to implement in primary schools without additional costs being incurred. The principal reason for this is that, whereas secondary school staff commonly have a proportion of time already available for non-teaching duties, primary teachers are normally fully-engaged in classroom activities. The consensus view of the primary school head teachers that we interviewed was that the PPA guarantee could only be implemented by the recruitment of additional staff – an average of 0.6 FTE for the primary schools in our sample. We also heard about other barriers that primary schools would need to overcome including lack of non-classroom space for PPA and the nature of the school day.

3.20 In the next section of this report, we present the results of our fieldwork by LEA. 

4 Fieldwork results  

4.1 In this section of the report we present the results of our fieldwork in each of the six LEAs. Cost data are presented separately for primary schools and secondary schools. The graphs in this section are based on detailed cost data which are provided at Annex E.

4.2 The data are presented under four main categories of expenditure (incorporating the relevant expenditure categories from each school’s Consistent Financial Reporting (CFR) returns):

· teaching costs;

· support staff costs;

· premises (including premises staff); and

· other (including ICT and learning materials).

4.3 For each category of school we show the estimated costs that schools will incur if they are to maintain their current levels of service and implement the components of the teacher workload agreement over the next three years. 

4.4 It is not yet possible to compare these estimated cost increases with estimated future LEA budgets – because the local government financial settlement is not due to be announced until November 2003. A guide, however, may be provided by the national funding for schools identified by the government for the period of the current Comprehensive Spending Review. The cumulative increase in funding over the 2002/03 baseline (including the recently announced additional £800m over the next two years) is shown below.

	
	2003/04
	2004/05
	2005/06

	CSR school funding % increase over 2002/03
	12.9%
	18.2%
	23.4%


4.5 In the analyses that follow, we have compared the reported cost pressures with this level of planned funding increase, although we recognise that actual LEA budgets for these years will depend on a number of factors, including the arrangements for distributing national funding to local authorities and the LEA’s own school funding formula.  

4.6 We then suggest - based on the qualitative information that we collected from schools - the key local factors that have influenced the reported cost pressures, focusing particularly on the predicted impact of the teacher workload agreement. 

4.7 The cost pressures presented in this section do not include one-off or school-specific expenditure, such as capital costs associated with new building programmes or investment in ICT. Where additional cost pressures were identified, however, they are recorded in this section. 

Durham County Council  

4.8 We incorporated the financial information and experiences of six schools into the fieldwork in Durham, and conducted an interview with the Head of Education Resources at Durham LEA. The schools visited were:

· one large community primary school;

· one voluntary aided primary school;

· one large community junior school;

· one small community infant school; and

· two secondary schools without sixth forms.

Cost pressures 

4.9 Figures 2 and 3 overleaf show the average costs that primary schools and then secondary schools in our sample will incur if they are to continue to provide the current level of service and implement the requirements of the teacher workload agreement over the next three years. The overall costs are broken down into the four main expenditure categories as explained above. 
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4.10 The tables indicate that the primary schools in our sample face greater cost pressures over the next three years than secondary schools (29% primary to 21% secondary). It can be seen that for the primary schools in our sample cost pressures appear likely to outstrip the rate at which national funding is set to increase, while the secondary schools we visited are not predicted to have costs that rise in line with national funding levels.

4.11 Costs pressures in Durham are more evenly distributed between increases in teaching costs and increases in support staff costs than other LEAs in our sample. Indeed the Durham primary schools we visited predicted an average increase in support staff costs of 24% next year. This is a reflection of the distance that those schools need to travel in order to implement the teacher workload agreement requirement to delegate 24 non-teaching tasks to support staff (see below).

Costs of implementing the teacher workload agreement

4.12 Progress towards implementing the teacher workload requirements were quite varied among the sample of schools that we visited in Durham. Secondary schools had made significant progress towards implementing teacher workload agreement and identified only a marginal increase in costs. Analysis of primary school planned budgets, on the other hand, suggested that the implementation of the teacher workload agreement would add 5% to their costs over the next three years (ie nearly one-sixth of the overall cost pressure increase of 29%). 

4.13 In two of the primary schools visited very little progress had been made in terms of delegating the 24 administrative tasks, although heads suggested that there was no pressure from teachers to make these changes as they are content to continue to undertake the tasks themselves. In primary schools, teachers were still keen to hold on to responsibility for preparing display and teaching materials (which often involves photocopying). In secondary schools, teachers felt that preparation of funding bids, provision of personnel advice, and administering exams should remain within their remit. Where support for administrative and clerical tasks had been fully or partially implemented, head teachers commented that they would like to be able to introduce further support to relieve pressure on teachers to complete other tasks not on the list, and to provide greater work-life balance more generally. However, it would not be possible to meet these costs within this year’s budget.

4.14 All schools visited told us that they had already sought to introduce adequate non-contact time for those staff with leadership and management responsibility. In the two secondary schools, the head teachers were confident that they already met the requirements. Non-contact time was at least 10% for most senior staff, though slightly less for staff with fewer high level responsibilities. Both suggested they would not require any additional resource to meet this requirement. In all four primary schools visited, some non-contact time was provided for at least some of those teaching staff with leadership or management responsibility. However, the typical allowance was only one session per month or per term. 

4.15 Most head teachers demonstrated commitment to work-life balance but saw this as an important management issue rather than a teacher workload agreement component to be implemented by a specific date. One head teacher commented that they would like to be able to offer services of advice and support on work-life issues but regretted that the resources were not available for this.

4.16 The introduction of new limits on covering for absent teachers is not thought to be a major issue in Durham primary schools, as staff do not currently tend to cover for absent colleagues (cover being provided by the head or deputy or bought in when required). However, in the secondary schools, attempts have been made to reduce the use of staff for cover. One school is currently within the 38 hour limit, the other just exceeded it for 2002/03. As such, there are no major resource implications, although one school would be interested in appointing non-teaching ‘cover supervisors’ should the resources be available.

4.17 None of the primary schools in our sample currently provide any guaranteed professional time for planning, preparation and assessment. It was estimated by the schools that the cost of covering a half-day per teacher will require one additional FTE for every nine teachers currently employed. It was calculated that this extra cost could equate to 10% of the current primary school budget. Both secondary schools visited already provide over 10% PPA time for all their staff, so they are not anticipating any extra costs under this heading. It is this situation that appears to explain the difference in reported cost pressures between the primary and secondary schools in our Durham sample.

4.18 The introduction of dedicated headship time and new invigilation arrangements were not expected to be a major issue for any of the schools visited in Durham, although the head teacher of one of the secondary schools visited is considering the possibility of appointing staff on support grades to cover invigilation of exams. 

Additional cost pressures 

4.19 The cost analysis above focuses on staff (teaching and support staff costs). However, the schools visited also indicated a number of other potential cost pressures on their budgets over the next three years.

4.20 The additional cost pressures were largely around maintenance and learning resources. For example, one school commented on the potentially high expenditure, from revenue, on the maintenance and improvement of inadequate buildings, whilst the head teacher of another school was concerned that their high investment in ICT resources would result in high replacement costs in years to come.

Essex County Council 

4.21 We incorporated the financial information and experiences of six schools into the fieldwork in Essex, and conducted an interview with the Head of Finance for Education at Essex LEA. The schools visited were:

· three community primary schools;

· one small community primary school;

· one large community secondary school with sixth form; and

· one foundation secondary school without sixth form.

Cost pressures 

4.22 Figures 4 and 5 overleaf show the average costs that primary schools and then secondary schools in our sample will incur if they are to continue to provide the current level of service over the next three years and implement the requirements of the teacher workload agreement over the same period. The overall costs are broken down into the four main expenditure categories as explained above. 
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4.23 The tables indicate that the primary schools in our sample face greater cost pressures over the next three years than secondary schools (24% primary to 17% secondary). The most significant divergence between the two sectors is predicted to occur in 2005/06, when new guaranteed PPA requirements come into force - this is explored in further detail below. Over the spending review period, both primary and secondary schools in our sample predict cost increases that are in line or less than the planned increases in national funding. 

4.24 A major cost pressure for the secondary schools that we visited was a 28% rise in support staff costs in 2003/04, in contrast to teaching costs that are only set to rise by 9%. The reverse is true in the primary sector, with teaching costs reportedly increasing by 22% in 2003/04 and support staff costs increasing at a much slower rate.

4.25 The head teachers that we interviewed told us that many of the additional pressures in Essex schools relate to staff shortages and recruitment or retention difficulties. Supply costs are one of the major cost drivers with rates reaching up to £30 per hour and regularly increasing for quality staff. Where teachers are employed on permanent contracts, their salaries are subject to London weighting, and due to teacher shortages often attract additional costs such as Recruitment and Retention Allowances (RRAs), management and leadership points, and relocation costs.

Costs of implementing the teacher workload agreement

4.26 The picture in terms of workload implementation in the schools we visited in Essex was generally positive, with all of the six schools well on the way to meeting the teacher workload agreement requirements. Essex primary and secondary schools estimated that the implementation of the teacher workload agreement would add 1% to their costs over the next three years. 

4.27 The two secondary schools were already in the process of recruiting support staff to cover the costs of the delegation of the 24 tasks and the four primary schools presented the view that this component had been implemented as far as teachers wanted it to – ie while not all 24 tasks are delegated, the ones that remain are those that (according to the head teacher) teachers want to continue to do themselves - such as classroom display. 

4.28 Schools did not see the proposed work-life balance requirement as imposing a significant cost, although one head teacher admitted to being unsure about the precise implications.  Meeting the leadership and management time requirement was calculated as requiring an average of an extra day a week for deputy head teachers in primaries that would need to be covered by a supply teacher. No additional cost was anticipated by secondary heads.  

4.29 The cover limits in 2004/05 were not expected to have much impact in these Essex schools because teachers in primaries did not undertake cover and teachers in the secondary schools were under the 38 hour limit already. In terms of the 10% PPA requirement from 2005/06, the two secondary schools again reported that this was already being delivered, but primaries saw the potential for significant cost pressures. All PPA is currently undertaken in staff time as teachers have full teaching loads. Primary heads suggested that additional teachers (on average one FTE per school) would need to be recruited to bridge the gap if PPA was taken within the normal teaching day.

4.30 The final teacher workload agreement component that would represent a cost pressure was the new invigilation arrangement that comes into force in 2005/06. One secondary school will use support staff to replace the teachers who currently undertake invigilation duties, while the other school already uses external invigilators.

Additional cost pressures 

4.31 The cost analysis above focuses on staff (teaching and support staff costs). However, the schools visited also indicated a number of other potential cost pressures on their budgets over the next three years.

4.32 Secondary schools are facing increases in grounds/ maintenance related costs, including necessary health and safety inspections costing up to £27,000 per annum, and increased contractors’ fees as a result of wage inflation. Secondary schools also reported being hit hard by curriculum related costs such as ICT costs and rising exam fees which head teachers reported as having doubled over the last six years, partly as a result of the new AS-Level and SAT papers. 

Wiltshire County Council 

4.33 We incorporated the financial information and experiences of six schools into the fieldwork in Wiltshire, and conducted an interview with the Assistant Director (Resources and Improvement) at Wiltshire LEA. We also attended a finance meeting of the Wiltshire Association of Secondary and Specialist Heads. The schools visited were:

· a community primary school;

· a voluntary aided primary school;

· two small voluntary aided primary schools;

· a large foundation secondary school with sixth form; and

· a relatively small community secondary school without sixth form.

Cost pressures 

4.34 Figures 6 and 7 overleaf show the average costs that primary schools and then secondary schools in our sample will incur if they are to continue to provide the current level of service and implement the requirements of the teacher workload agreement over the next three years. The overall costs are broken down into the four main expenditure categories as explained above.
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4.35 The tables indicate that the primary schools in our sample face greater cost pressures over the next three years than secondary schools (33% primary to 26% secondary). The primary schools that we visited appear to face greater cost pressures throughout the three-year period including the forthcoming year. Over the spending review period, both primary and secondary schools in our sample predict cost increases that are well above the planned increases in national funding. 

4.36 As with schools in other LEAs, the Wiltshire schools that we visited face cost pressures associated with recruitment and retention difficulties. These included high advertising costs, increasing rates for agency supply staff, and the need to pay recruitment and retention allowances (RRAs). Several head teachers in the schools visited also commented that Newly Qualified Teachers (NQTs) in this area rarely start on the first stage of the pay scale, particularly in shortage subjects where NQTs have more bargaining power.

4.37 Head teachers also commented on the cost pressures associated with the pay scale for Teaching Assistants as well as teaching staff. The head teachers predicted that as Teaching Assistants moved up the pay scale their salary costs could rise by 14-16% year on year. There will also be more demand for experienced and specialist support staff as greater inclusion of students with learning or behavioural difficulties is encouraged, leading to another budgetary pressure. This trend appears likely to impact on both the primary and secondary sectors with 18% and 14% increases in support staff costs predicted for 2003/04, respectively. 

Costs of implementing the teacher workload agreement

4.38 The schools that we visited in Wiltshire tended to be smaller in size than the other schools in the sample. This has some impact on the way in which the teacher workload agreement was expected to impact in this largely rural area. Wiltshire primary and secondary schools estimated that the implementation of the teacher workload agreement would add 2% to their costs over the next three years. 

4.39 Of the two secondary schools that we visited, one had already delegated the 24 tasks to support staff and the other was well on the way. This latter school had started using volunteers from the 6th form to assist with classroom displays. The primary schools had no specific plans for taking on additional staff for this purpose.

4.40 Like other schools in the sample, the most significant costs were expected in 2005/06, but not just for the 10% PPA time. Primary schools were most concerned about the resources that would be required for dedicated headship time, particularly in the two small village primary schools. In one Wiltshire primary, the head currently undertakes 0.5 FTE teaching, thus would probably need an additional one half day per week cover, giving the head 3 days per week headship time. 

4.41 The two secondary schools had already granted non-contact time (to be used for PPA), in excess of the 10% and the cost of implementation of this requirement will therefore be zero. 

Additional cost pressures 

4.42 The cost analysis above focuses on staff (teaching and support staff costs). However, the schools visited also indicated a number of other potential cost pressures on their budgets over the next three years.

4.43 Curriculum related cost pressures included, in secondary schools, the rise in total exam fees as a result of the introduction of AS-Levels at the end of Year 12, and in all schools, the initial and replacement costs of ICT provision. One head teacher commented that the new ICT provided drives further cost increases in areas such as energy e.g. costs associated with running computers and interactive whiteboards.

4.44 As in other LEAs, Wiltshire schools have also experienced added costs of health and safety inspections, and the rising price of professional services bought in from the LEA e.g. payroll and personnel.

London Borough of Hammersmith and Fulham 

4.45 We incorporated the financial information and experiences of six schools into the fieldwork in Hammersmith and Fulham, and conducted an interview with a member of the education finance team at Hammersmith and Fulham LEA. Due to unforeseen circumstances, it was not possible for all schools to participate in the fieldwork through face-to-face interviews. However, the LEA was able to supplement the financial information, and telephone interviews were conducted with four of the schools. The schools included in the study were:

· four community primary schools, including one large community primary school;

· two relatively small community secondary schools without sixth forms.

Cost pressures 

4.46 Figures 8 and 9 overleaf show the average costs that primary schools and then secondary schools in our sample will incur if they are to continue to provide the current level of service and implement the requirements of the teacher workload agreement over the next three years. The overall costs are broken down into the four main expenditure categories as explained above.
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4.47 The tables indicate that – uniquely among the six LEAs that we visited - the secondary schools in our sample face greater cost pressures over the next three years than secondary schools (34% secondary to 28% primary). Over the spending review period, both primary and secondary schools in our sample predict cost increases that are well above the planned increases in national funding. 

4.48 Our research suggests that the additional costs of support staff is a key financial pressure for the schools in our sample, particularly in the secondary sector where such costs appear set to rise by 21% in 2003/04. A number of the head teachers that we interviewed suggested that the high costs of support staff related to the relatively high number of children with statements, behavioural issues, or special educational needs (SEN). This often meant Hammersmith and Fulham schools had to employ additional and/ or specialist support staff, the full cost of which was not met in the statement of SEN allowances from the LEA. Secondary schools also pointed to the high costs associated with employing specialist support staff such as laboratory or computer technicians.

4.49 The cost of teaching staff in our sample schools is also set to rise significantly in 2003/04 – 29% in the secondary schools and 28% in the primaries. In addition to the national increases in salaries, pensions and national insurance, head teachers and LEA officers told us that, due to the high costs associated with living in London, recruitment and retention was a particular issue faced by the schools, and as such they faced high advertising costs. One school mentioned the high cost of introduction fees charged by supply staff agencies when the school recruited a supply teacher permanently. More personal issues also affected their staffing costs such as maternity leave which was a high cost in a primary school with several young female teachers, and extended sick leave, the costs of which were only partly met by the school’s insurance.

Costs of implementing the teacher workload agreement

4.50 In our discussion with Hammersmith and Fulham LEA, the authority suggested that the main cost implications of teacher workload agreement for schools in the borough would be in terms of cover limits and PPA time. This analysis was generally supported by the results of our fieldwork with schools. Hammersmith and Fulham was the only LEA in our sample where secondary schools estimated that teacher workload agreement implementation would have a greater financial impact than did the primary schools.  Primary schools estimated that the implementation of the teacher workload agreement would add 1% to their costs over the next three years, while secondary schools estimated that implementation of the Agreement would add 4% to their costs over the same period. 

4.51 The schools in our sample already employed relatively high numbers of support staff and this, heads suggested, would enable the delegation of the 24 tasks to be effected relatively cheaply. The costs of the work-life balance requirements were more difficult to quantify and schools tended to view this issue as a management rather than financial challenge.  The introduction of leadership and management time is likely to impact in different ways on different schools, but all schools that we visited already set aside some non-teaching time (at least one day) for heads and deputies. 

4.52 The introduction of cover limits in 2004/05 is viewed mainly as an issue for secondary schools (because the primaries already buy in external cover). This may go some way to explaining the discrepancy between the estimated teacher workload agreement cost implications reported by the secondary schools and the primary schools in this area.  

4.53 By far the most significant cost pressure was identified by the primary schools in our sample was for the implementation of guaranteed 10% PPA time in 2005/06. There appears to be a sizeable gap between the current PPA position and 10% and the schools we spoke to felt that the only realistic way of meeting this requirement would be to employ another teacher. The costs of using supply cover to do so was felt to be prohibitively expensive (approximately £1200 per week to provide a half day PPA time for every teacher). Schools were not clear how this could be funded from within existing budgets. The fact that the schools found this requirement difficult to budget for may explain why our research has produced a low cost estimate for the primary schools in this LEA.  

Additional cost pressures 

4.54 The cost analysis above focuses on staff (teaching and support staff costs). However, the schools visited also indicated a number of other potential cost pressures on their budgets over the next three years.

4.55 As with schools in other LEAs, repair and maintenance costs were another additional cost pressure identified, as were other miscellaneous cost increases such as transport for school trips and regular activities such as weekly swimming sessions.

Brighton and Hove City Council  

4.56 We incorporated the financial information and experiences of five schools into the fieldwork in Brighton and Hove, and conducted an interview with the Assistant Director of Planning and Services to Schools at Brighton and Hove LEA. Unfortunately due to unforeseen circumstances, one primary school that intended to take part in the study was unable to participate. The schools visited were:

· two large community primary schools;

· one voluntary aided primary school;

· one large voluntary aided secondary school with sixth form; and

· one large community secondary school without sixth form.

Cost pressures 

4.57 Figures 10 and 11 overleaf show the average costs that the primary schools and then secondary schools in our sample will incur if they are to continue to provide the current level of service and implement the requirements of the teacher workload agreement over the next three years. The overall costs are broken down into the four main expenditure categories as explained above. 
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4.58 The tables indicate that the primary schools in our sample face greater cost pressures over the next three years than secondary schools (27% primary to 23% secondary). The reported cumulative cost increases faced by secondary schools in our sample are in line with the planned increase in national schools funding over this period; the cost increases faced by primary schools are greater than this planned funding increase. 

4.59 Most of the cost increase, for both primary and secondary schools in our sample, is attributable to increased teaching costs in 2003/04. In the schools we visited, primary school teaching costs are set to rise by 23% on average and secondary school teaching costs by 22% in 2003/04. This situation appears to be the result of the impact of the national increases in teachers’ salaries, pensions and national insurance, combined with the relatively high number of teaching staff who are on the upper pay scale in the sample of schools that we visited.  

4.60 Much of the difference between the overall cost increase faced by secondary schools and primary schools appears to be due to the 9% rise in support staff costs predicted by the primary schools in 2003/04. A proportion of this rise appears to be the result of the recruitment of additional support staff to enable two of the primary schools in our sample to allow teachers to delegate the 24 administrative tasks. 

Costs of implementing the teacher workload agreement

4.61 The schools we visited in Brighton and Hove were generally well-advanced in terms of implementing the teacher workload agreement and the more significant cost pressures were not expected to be felt until after 2003/04. Brighton and Hove primary and secondary schools estimated that the implementation of the teacher workload agreement would add 1% to their costs over the next three years. 

4.62 There were few additional cost pressures anticipated in respect of the delegation of the 24 administrative and clerical tasks. Two of the primary schools that we visited were satisfied that they had put in place measures to implement this component of the Agreement. The remaining two primary schools had introduced more efficient management systems to cope with any additional demands (one school intended to reassign an existing learning support assistant to the post of resource manager and the other planned to use existing office staff who had had time freed up by the introduction of a new IT system for registration and attendance). 

4.63 Guaranteed leadership and management time in 2003/04 was seen as likely to produce additional costs in two primary schools. One head intended to recruit a 0.3 FTE teacher; the other is able to pay for supply cover for her deputy by taking on paid advisory work to supplement the school budget by £9000 a term. Generally, the head teachers to whom we spoke did not associate the work-life balance measures in teacher workload agreement with a specific cost – it was seen more as a matter of good staff management and counselling of staff about working hours and practices. Likewise, cover limits in 2004/05 were not expected to result in significant additional financial pressures.

4.64 The teacher workload agreement component that caused most concern in terms of implementation cost was guaranteed professional time for planning, preparation and assessment in 2005/06. But this concern was restricted to primary school heads – secondary school head teachers considered that the successful introduction of the previous elements of teacher workload agreement would be sufficient to provide teachers in those schools with adequate PPA time. The primary schools in our sample felt that they would each need to recruit one FTE qualified teacher to cover the time required for PPA. Two schools specified that the teachers would need to have 3-4 years post-qualification experience to deal with the particularly circumstances of the school.

Additional cost pressures 

4.65 The cost analysis above focuses on staff (teaching and support staff costs). However, the schools visited also indicated a number of other potential cost pressures on their budgets over the next three years.

4.66 One school pointed to the additional costs associated with ongoing investment in learning resources and equipment, including ICT development and renewal. A number of schools commented on the need to ensure that essential maintenance work was carried out to ensure that old school buildings and grounds met basic health and safety measures. As well as these generic maintenance works, two primary schools identified the additional pressure the new Disability Bill could potentially put on their budgets. Although it is hard to predict and quantify possible costs, the old buildings with many staircases pose potentially serious problems. One head teacher commented that just to provide stairlifts at each of the school’s five staircases would cost £100,000. The focus of our study was on revenue rather than capital costs, although capital projects such as these could well have ongoing revenue cost implications.

Birmingham City Council 

4.67 We incorporated the financial information and experiences of four schools into the fieldwork in Birmingham, and conducted an interview with the Acting Head of Education Finance at Birmingham LEA who supplemented the information provided by schools. Unfortunately due to unforeseen circumstances, one primary school and one secondary school that had intended to take part in the study were unable to participate. The schools visited were:

· three community primary schools; and

· one foundation secondary school.

4.68 Of those schools that we visited we were only able to collect sufficiently detailed financial information from two schools. The quantitative, financial data in this sub-section of the report, therefore, relates to the primary sector only and cannot be taken as representative for Birmingham schools as a whole. The qualitative information relates to both primary and secondary schools. 

Cost pressures 

4.69 Figure 12 overleaf shows the average costs that primary schools in our sample will incur if they are to continue to provide the current level of service over the next three years and implement the requirements of the teacher workload agreement over the same period. The overall costs are broken down into the four main expenditure categories as explained above. 


4.70 The table indicates that primary schools in our Birmingham sample face a cumulative total cost increase of 19% over the three-year period (13% in the first year, 2% in the second year and 4% in the third year). This suggests that the primary schools we visited face cost increases that are less than the planned national school funding increases over the CSR period.

4.71 The main cost drivers faced by the Birmingham primary schools is an 18% increase in teaching costs and a 9% increase in support staff costs in 2003/04. The scale of the rise appears to be accounted for by the relative seniority of the staff in these schools and the resulting local impact of the national increases in teachers’ salary, pensions and National Insurance costs.  The predicted increase in support staff costs seems likely to be a consequence of schools’ actions to implement the teacher workload agreement requirement to delegate 24 non-teaching tasks to support staff.
Costs of implementing the teacher workload agreement

4.72 The schools that we visited in Birmingham estimated that the implementation of the teacher workload agreement would add 1% to their costs over the next three years. This relatively small cost pressure reflected the fact that the schools seemed to be well advanced in implementing the teacher workload agreement requirements.

4.73 In our general discussions with the LEA, it was suggested that secondary schools are better placed to implement the delegation of the 24 tasks, although it was not anticipated that the introduction of this measure would prove to be a major problem for primary schools. 

4.74 Secondary schools were seen by the LEA as being better placed to cope with the new cover limits in 2004/05 and with the guaranteed PPA time in the following year because many secondary staff do not have a full teaching timetable at present, whereas teachers in primaries are normally fully committed. The LEA’s view was that primaries are likely to have to resort to increased use of supply cover to implement the PPA requirement - one primary school is reportedly considering buying in staff to cover outdoor activities for one afternoon per week to give all staff half a day of PPA time a week.

4.75 The LEA proposed that additional funding would be required next year to implement the agreement in full, although it was suggested that schools in Birmingham might be able to develop innovative ways of minimising the cost. Buying in administrative support across a cluster or federation of schools was one possibility mooted. The LEA told us that schools are generally unclear about whether additional funding is to be made available or whether they are expected to cover the costs of the agreement from existing budgets.

Additional cost pressures 

4.76 The cost analysis above focuses on staff (teaching and support staff costs). However, the schools visited also indicated a number of other potential cost pressures on their budgets over the next three years.

4.77 A further cost pressure is that created by the increase in home-school transport costs both for the transport itself and the escorts needed for pupils with special educational needs. This is part of a wider pattern which has resulted from the increase in numbers of pupils with statements and the move to include more of these pupils in mainstream schools.

Annex A - Underpinning assumptions 

The table below sets out the assumptions that we used in developing our school budget ‘model’ and therefore underpin our estimates of future costs.

	Cost element 
	Assumptions 
	Source 

	Teachers salaries
	Annual cumulative increases in salaries:

· 2003 – 2.9% 

· 2004 – 5.5%

· 2005 – 8.1%

Annual cumulative increases in national insurance: 

· 2002 – 11.8%

· 2003 – 12.8%

· 2004 – 12.8%

· 2005 – 12.8%

Annual cumulative increases in pensions: 

· 2002 – 8.35%

· 2003 – 13.1%

· 2004 – 13.1%

· 2005 – 13.1%
	STRB Report January 2003

DfES evidence to the STRB, July 2003

	Teachers salaries
	Teachers progress:

· Main pay scale – all progress after one year

· Threshold – 70% when eligible

· Upper pay scale – 90% after two years

· If teachers do not progress at these times, they are assumed not to progress at all (ie there is no modelling of delayed progression) 

· NQTs are recruited to start of the pay scale
	STRB Report January 2003

DfES evidence to the STRB, July 2003

These assumptions were overridden where head teachers provided a different estimate

	Number of teachers per school 
	38 week year 

Class sizes fixed at 2002/03 level:

· Primary - 26.4

· Secondary - 21.9 

Contact hours per pupil per week: 

· Primary - 24

· Secondary - 26.5 

Management hours per pupil per week:

· Primary - 0.14

· Secondary - 0.2

Contact hours per full time teacher per week:

· Primary - 23

· Secondary - 23
	DfES National Statistics Bulletin 

OFSTED (as reported by DfES/LGA education funding strategy group), tested through fieldwork 

	Support staff salaries 
	Average hourly pay rate including on-costs is as reported to us by head teachers 
	PwC teacher workload study – assumptions tested through fieldwork

	Number of support staff
	30 hours support staff time required per pupil, per year  
	PwC initial assumptions, tested through fieldwork

	Premises costs 
	Annual uplift of 2.9%
	

	Other costs 
	Annual uplift of 2.9%
	


Annex B - LEA sample 

	LEA
	Type
	Region 
	Political control 
	Additional grant*
	Grant increase minus FSS increase**
	Full passporting*** 
	Stable school rolls
	Good PwC contacts

	Durham
	County
	NE
	Lab
	No
	1
	Yes
	Yes
	Yes

	Essex 
	County 
	East 
	Con
	Yes
	5
	No
	Yes
	Yes

	Wiltshire
	County
	SW
	Con
	No
	3
	Yes
	Yes
	Yes

	Hammersmith and Fulham
	Inner London 
	London 
	Lab
	Yes
	4
	Yes
	Yes
	Yes

	Brighton and Hove
	Unitary
	SE
	NOC
	Yes
	4
	Yes
	Yes
	Yes

	Birmingham
	Met
	W Mids
	NOC
	No
	1
	Yes
	Yes
	Yes


* The 36 authorities that received additional DfES grant to bring per-pupil funding increases up to a floor of 3.2% (sample to include at least two of these)

**Ranking of winners and losers in terms of the gap between grant increase and schools FSS - LEAs scoring 5 are worst affected (sample to include a balance of winners and losers)

***The 19 authorities identified by DfES as not passporting the full FSS increase to schools (sample to include at least one of these)

Annex C - National interviews

Our study was informed by meetings with or information accessed from the following national organisations:

· Association of London Government

· Audit Commission

· Confed

· Department for Education and Skills

· Employers’ Organisation

· Local Government Association

· National Association of Head Teachers 

· OfSTED

· Secondary Heads’ Association

· Society of County Treasurers

· Society of Metropolitan Treasurers

· Unison

Annex D - School funding system changes 

Change in formulae and change in terminology

The change in formulae to assess local authority spending from 2003-4 onwards has been accompanied by a change in terminology.  Standard Spending Assessment (SSA) has been replaced with Formula Spending Share (FSS); for education, the education SSA has been replaced with the Education Formula Spending Share (EFSS).

What the new arrangements mean

The education formula contains a basic amount per pupil which is the same across the country.  There are additional allocations for:

· pupils with additional educational needs (AEN) (measured using Working Families’ Tax Credit data alongside Income Support data).  The needs of children with English as an additional language and those from low achieving ethnic groups are also recognised;

· an Area Cost Adjustment (ACA) which recognises the high cost areas within, and outside, the South East and as well as the significant variation in wage levels within London and the South East; and

· areas with sparse population.

The DfES has developed a comparative baseline from a notional schools budget for 2002-3 using data from LEA Section 52 returns for 2002-3.

Schools and LEA blocks

Each local authority’s EFSS is made up of two blocks: one for spending in schools (the schools block), the other reflecting the amount of funding required to manage central functions within the LEA (the LEA block).

School budgets

The Education Act 2002 requires LEAs to notify the Secretary of State of their proposed school budgets for the coming financial year by 31st January.  Failure to do so could result in the Secretary of State using the “reserve power” outlined in the Education Act 2002 to set a minimum level for the schools budget.
Floors and ceilings

Floors and ceilings have been used to provide damping for the effect of the new funding arrangements.  A ceiling of a 7 per cent increase across all local authorities in England is being used to fund a floor of a 3.2 per cent increase in education funding.

Three-year budgets

Local authorities are being urged to issue three-year indicative budgets to schools.  As far as possible, information on DfES grants is being provided to LEAs on a three-year basis with LEAs encouraged to indicate levels schools’ funding for on a similar basis.

School funding framework for 2004-5 and 2005-6

In a parliamentary statement on 17 July 2003, Charles Clarke set out a series of guiding principles for school funding for the next two years.  These principles state:

· that every school should receive at least a guaranteed per pupil increase in its funding for each year;

· that central and local Government should achieve earlier announcements of the financial allocations to schools, so that heads have greater certainty and time to plan;

· that we should provide greater stability through a two year settlement on teachers’ pay, ring-fenced grants and the guaranteed per pupil increase in schools’ funding; 

· that there should be greater transparency in the overall system of funding for schools; and

· that the reforms agreed with the key workforce partners as reflected in the National Agreement on raising standards and tackling workload should be sustained.

LEAs will be placed under a direct obligation, driven by Fair Funding regulations, to provide for this minimum guarantee.  The minimum percentage increases for 2004-5 and provisionally for 2005-6 will be confirmed by the time of the provisional local government finance settlement in November.  By that time, the DfES aims to have completed its analyses of costs in the system, in particular in relation to teachers’ pay.

To enable this to happen, the Secretary of State will set the:

“minimum increase for Schools Formula Spending Share (SFSS) in each authority at a level which will cover the school level guarantee and provide the headroom necessary to enable the local Fair Funding formula to work; and to help provide transitional support to individual schools, where necessary.  Secondly, we will ensure that the local authority receives sufficient central Government grant to ‘passport’ in full the increase in SFSS into its Schools Budget.”

The government will also provide additional resources for other local services, including Children’s Services, over and above initial Spending Review commitments.  Details of these will be announced in the autumn.

Key comments from national interviewees

Our discussions with national partners indicated that a number of issues had combined to produce the turbulence which had been experienced by some schools in 2003-4.  Specific elements which were highlighted included the impact on schools’ costs of the increase in teachers’ pension contributions.  One interviewee felt that the impact of the 0.4% superannuation increase (from 9.2%/9.6%/10%) was likely to accelerate with the triennial revaluation in 2005/6.  Interviewees also noted that the impact of the 1% increase in NI contributions has been widely raised as a further cost issue by local authorities and schools.  

In line with the government’s view, it was recognised that a number of the more highly publicised concerns highlighted by schools have been a result of local circumstances as well as national trends.  Further issues which were brought to our attention include the impact of the compression of the teacher pay spine – for some interviewees, this appears to have led to teachers progressing more quickly up the pay spine than expected with a consequent impact on costs at school level.  It was also felt that the wider impact of grant distribution changes across local government has had some impact on funding at LEA level and may in itself have contributed to local increases in council tax to support education funding.

Interviewees also highlighted the impact on some schools of changes to the Standards Fund from 2003-4 onwards, although a number of our discussions took place before the government’s announcement on 17 July that it would reverse previously announced reductions in Standards Fund support for schools in 2004-5 and 2005-6.  The changes to Area Cost Adjustment are also seen to have had an impact on funding levels in particular local authorities.

Annex E - Breakdown of LEA results 

Durham – primary schools

Average expenditure (£) for sample of Durham primary schools

	 
	2002/03
	2003/04
	2004/05
	2005/06

	Teaching costs
	             450,765 
	             514,759 
	              544,459 
	        600,168 

	Support staff 
	               84,771 
	             104,924 
	              107,967 
	        111,098 

	Premises 
	               72,968 
	               75,084 
	                77,261 
	          79,502 

	Other 
	               33,640 
	               34,615 
	                35,619 
	          36,652 

	Total expenditure
	             642,144 
	             729,382 
	              765,306 
	        827,419 


Average percentage change in expenditure for sample of Durham primary schools

	 
	2002/03-2003/04
	2003/04-2004/05
	2004/05-2005/06

	Teaching costs
	14%
	6%
	10%

	Support staff 
	24%
	3%
	3%

	Premises 
	3%
	3%
	3%

	Other 
	3%
	3%
	3%

	Total expenditure
	14%
	5%
	8%

	

	Cumulative percentage change in total expenditure
	14%
	19%
	29%

	Range (lowest school-highest school % change)
	
	
	25-30%


Durham – secondary schools

Average expenditure (£) for sample of Durham secondary schools

	 
	2002/03
	2003/04
	2004/05
	2005/06

	Teaching costs
	          1,853,647 
	          2,115,619 
	           2,238,803 
	       2,335,688 

	Support staff 
	             264,273 
	             289,843 
	              298,921 
	          307,590 

	Premises 
	             272,589 
	             280,494 
	              288,628 
	          296,998 

	Other 
	             312,254 
	             321,309 
	              330,627 
	          340,216 

	Total expenditure
	          2,702,763 
	          3,007,265 
	           3,156,980 
	       3,280,491 


Average percentage change in expenditure for sample of Durham secondary schools

	 
	2002/03-2003/04
	2003/04-2004/05
	2004/05-2005/06

	Teaching costs
	14%
	6%
	4%

	Support staff 
	10%
	3%
	3%

	Premises 
	3%
	3%
	3%

	Other 
	3%
	3%
	3%

	Total expenditure
	11%
	5%
	4%

	

	Cumulative percentage change in total expenditure
	11%
	17%
	21%

	Range (lowest school-highest school % change)
	
	
	19-23%


Essex – primary schools

Average expenditure (£) for sample of Essex primary schools

	 
	2002/03
	2003/04
	2004/05
	2005/06

	Teaching costs
	          393,911 
	          481,074 
	          494,128 
	          522,666 

	Support staff 
	          113,464 
	          120,979 
	          125,307 
	          129,721 

	Premises 
	            86,498 
	            89,007 
	            91,588 
	            94,244 

	Other 
	            63,993 
	            65,849 
	            67,759 
	            69,724 

	Total expenditure
	          657,868 
	          756,910 
	          778,782 
	          816,355 


Average percentage change in expenditure for sample of Essex primary schools

	 
	2002/03-2003/04
	2003/04-2004/05
	2004/05-2005/06

	Teaching costs
	22%
	3%
	6%

	Support staff 
	7%
	4%
	4%

	Premises 
	3%
	3%
	3%

	Other 
	3%
	3%
	3%

	Total expenditure
	15%
	3%
	5%

	

	Cumulative percentage change in total expenditure
	15%
	18%
	24%

	Range (lowest school-highest school % change)
	
	
	12-37%


Essex – secondary schools

Average expenditure (£) for sample of Essex secondary schools

	 
	2002/03
	2003/04
	2004/05
	2005/06

	Teaching costs
	       2,834,574 
	       3,079,390 
	       3,191,926 
	       3,281,807 

	Support staff 
	          485,502 
	          619,870 
	          637,846 
	          659,525 

	Premises 
	          482,196 
	          496,179 
	          510,568 
	          525,375 

	Other 
	          449,724 
	          462,765 
	          476,186 
	          489,995 

	Total expenditure
	       4,251,995 
	       4,658,205 
	       4,816,526 
	       4,956,702 


Average percentage change in expenditure for sample of Essex secondary schools

	 
	2002/03-2003/04
	2003/04-2004/05
	2004/05-2005/06

	Teaching costs
	9%
	4%
	3%

	Support staff 
	28%
	3%
	3%

	Premises 
	3%
	3%
	3%

	Other 
	3%
	3%
	3%

	Total expenditure
	10%
	3%
	3%

	

	Cumulative percentage change in total expenditure
	10%
	13%
	17%

	Range (lowest school-highest school % change)
	
	
	14-21%


Wiltshire – primary schools

Average expenditure (£) for sample of Wiltshire primary schools

	 
	2002/03
	2003/04
	2004/05
	2005/06

	Teaching costs
	          321,204 
	             414,406 
	              436,875 
	             467,137 

	Support staff 
	            70,467 
	               82,956 
	                85,225 
	               88,470 

	Premises 
	            82,711 
	               85,110 
	                87,578 
	               90,118 

	Other 
	            62,900 
	               64,724 
	                66,601 
	               68,532 

	Total expenditure
	          537,281 
	             647,196 
	              676,279 
	             714,257 


Average percentage change in expenditure for sample of Wiltshire primary schools

	 
	2002/03-2003/04
	2003/04-2004/05
	2004/05-2005/06

	Teaching costs
	29%
	5%
	7%

	Support staff 
	18%
	3%
	4%

	Premises 
	3%
	3%
	3%

	Other 
	3%
	3%
	3%

	Total expenditure
	20%
	4%
	6%

	

	Cumulative percentage change in total expenditure
	20%
	26%
	33%

	Range (lowest school-highest school % change)
	
	
	21-36%


Wiltshire – secondary schools

Average expenditure (£) for sample of Wiltshire secondary schools

	 
	2002/03
	2003/04
	2004/05
	2005/06

	Teaching costs
	       2,047,809 
	          2,373,734 
	           2,549,418 
	          2,711,692 

	Support staff 
	          355,741 
	             406,438 
	              431,064 
	             446,043 

	Premises 
	          343,247 
	             353,201 
	              363,443 
	             373,983 

	Other 
	          413,133 
	             425,114 
	              437,442 
	             450,128 

	Total expenditure
	       3,159,929 
	          3,558,486 
	           3,781,368 
	          3,981,847 


Average percentage change in expenditure for sample of Wiltshire secondary schools

	 
	2002/03-2003/04
	2003/04-2004/05
	2004/05-2005/06

	Teaching costs
	16%
	7%
	6%

	Support staff 
	14%
	6%
	3%

	Premises 
	3%
	3%
	3%

	Other 
	3%
	3%
	3%

	Total expenditure
	13%
	6%
	5%

	

	Cumulative percentage change in total expenditure
	13%
	20%
	26%

	Range (lowest school-highest school % change)
	
	
	25-26%


London Borough of Hammersmith and Fulham – primary schools

Average expenditure (£) for sample of Hammersmith and Fulham primary schools

	 
	2002/03
	2003/04
	2004/05
	2005/06

	Teaching costs
	          452,100 
	          578,974 
	              615,985 
	              651,111 

	Support staff 
	          162,275 
	          167,943 
	              173,178 
	              187,230 

	Premises 
	          145,319 
	          149,533 
	              153,869 
	              158,332 

	Other 
	          105,009 
	          108,054 
	              111,188 
	              114,412 

	Total expenditure
	          864,703 
	       1,004,504 
	           1,054,220 
	           1,111,085 


Average percentage change in expenditure for sample of Hammersmith and Fulham primary schools

	 
	2002/03-2003/04
	2003/04-2004/05
	2004/05-2005/06

	Teaching costs
	28%
	6%
	6%

	Support staff 
	3%
	3%
	8%

	Premises 
	3%
	3%
	3%

	Other 
	3%
	3%
	3%

	Total expenditure
	16%
	5%
	5%

	

	Cumulative percentage change in total expenditure
	16%
	22%
	28%

	Range (lowest school-highest school % change)
	
	
	19-38%


London Borough of Hammersmith and Fulham – secondary schools

Average expenditure (£) for sample of Hammersmith and Fulham secondary schools

	 
	2002/03
	2003/04
	2004/05
	2005/06

	Teaching costs
	       1,687,324 
	       2,182,893 
	           2,314,542 
	           2,424,211 

	Support staff 
	          243,250 
	          294,153 
	              302,684 
	              376,984 

	Premises 
	          377,797 
	          388,753 
	              400,026 
	              411,627 

	Other 
	          426,721 
	          439,096 
	              451,830 
	              464,933 

	Total expenditure
	       2,735,091 
	       3,304,895 
	           3,469,081 
	           3,677,755 


Average percentage change in expenditure for sample of Hammersmith and Fulham secondary schools

	 
	2002/03-2003/04
	2003/04-2004/05
	2004/05-2005/06

	Teaching costs
	29%
	6%
	5%

	Support staff 
	21%
	3%
	25%

	Premises 
	3%
	3%
	3%

	Other 
	3%
	3%
	3%

	Total expenditure
	21%
	5%
	6%

	

	Cumulative percentage change in total expenditure
	21%
	27%
	34%

	Range (lowest school-highest school % change)
	
	
	22-46%


Brighton and Hove – primary schools

Average expenditure (£) for sample of Brighton and Hove primary schools

	 
	2002/03
	2003/04
	2004/05
	2005/06

	Teaching costs
	           534,136 
	              657,117 
	             695,477 
	              739,536 

	Support staff 
	           158,648 
	              173,131 
	             178,152 
	              183,318 

	Premises 
	           140,052 
	              144,113 
	             148,292 
	              152,593 

	Other 
	           112,782 
	              116,053 
	             119,419 
	              122,882 

	Total expenditure
	           945,618 
	           1,090,414 
	          1,141,340 
	           1,198,329 


Average percentage change in expenditure for sample of Brighton and Hove primary schools

	 
	2002/03-2003/04
	2003/04-2004/05
	2004/05-2005/06

	Teaching costs
	23%
	6%
	6%

	Support staff 
	9%
	3%
	3%

	Premises 
	3%
	3%
	3%

	Other 
	3%
	3%
	3%

	Total expenditure
	15%
	5%
	5%

	

	Cumulative percentage change in total expenditure
	15%
	21%
	27%

	Range (lowest school-highest school % change)
	
	
	17-35%


Brighton and Hove – secondary schools

Average expenditure (£) for sample of Brighton and Hove secondary schools

	 
	2002/03
	2003/04
	2004/05
	2005/06

	Teaching costs
	        3,786,620 
	           4,634,403 
	          4,704,621 
	           4,893,234 

	Support staff 
	           532,535 
	              559,378 
	             600,072 
	              617,474 

	Premises 
	           568,861 
	              585,358 
	             602,333 
	              619,801 

	Other 
	           689,733 
	              709,735 
	             730,318 
	              751,497 

	Total expenditure
	        5,577,749 
	           6,488,875 
	          6,637,345 
	           6,882,006 


Average percentage change in expenditure for sample of Brighton and Hove secondary schools

	 
	2002/03-2003/04
	2003/04-2004/05
	2004/05-2005/06

	Teaching costs
	22%
	2%
	4%

	Support staff 
	5%
	7%
	3%

	Premises 
	3%
	3%
	3%

	Other 
	3%
	3%
	3%

	Total expenditure
	16%
	2%
	4%

	

	Cumulative percentage change in total expenditure
	16%
	19%
	23%

	Range (lowest school-highest school % change)
	
	
	23-24%


Birmingham – primary schools

Average expenditure (£) for sample of Birmingham primary schools

	 
	2002/03
	2003/04
	2004/05
	2005/06

	Teaching costs
	             424,985 
	             499,414 
	              511,932 
	              524,764 

	Support staff 
	             134,030 
	             145,664 
	              147,729 
	              152,013 

	Premises 
	               80,214 
	               82,540 
	                84,934 
	                87,397 

	Other 
	               67,961 
	               69,931 
	                71,959 
	                74,046 

	Total expenditure
	             707,189 
	             797,549 
	              816,554 
	              838,220 


Average percentage change in expenditure for sample of Birmingham primary schools

	 
	2002/03-2003/04
	2003/04-2004/05
	2004/05-2005/06

	Teaching costs
	18%
	3%
	3%

	Support staff 
	9%
	1%
	3%

	Premises 
	3%
	3%
	3%

	Other 
	3%
	3%
	3%

	Total expenditure
	13%
	2%
	3%

	

	Cumulative percentage change in total expenditure
	13%
	15%
	19%

	Range (lowest school-highest school % change)
	
	
	15-22%
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Figure 5 - Essex Secondary







1000







2000







3000







4000







5000







6000







2002/03







2003/04







2004/05







2005/06







£'000







Teaching costs







Support staff 







Premises 







Other 







10%







13%







17%












_1124029830.doc


Figure 7 - Wiltshire Secondary
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Figure 9 - Hammersmith & Fulham Secondary 
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Figure 11 - Brighton & Hove Secondary
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Figure 8 - Hammersmith & Fulham Primary
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Figure 6 - Wiltshire Primary
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Figure 3 - Durham Secondary
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Figure 4 - Essex Primary
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Figure 2 - Durham Primary
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