Item 6


KENT COUNTY COUNCIL

Response to DfE consultation “The basis for decision on the appropriate amount of Academy Funding Transfer for 2011-12 and 2012-13”
General Comments

The principle of reducing grant in line with where the costs are reducing is sound. But the DfE’s basis of cost calculation and assumptions of impact on services are seriously flawed on three counts:

Funding Without Responsibility

LA expenditure on a number of statutory and regulatory duties is included within the LACSEG factor calculation, even though these duties do not have to be provided by or bought in by the academy; some are provided by the YPLA and others remain with LAs.  It is not fair to fund academies for the statutory duties of the LA when these responsibilities are clearly not transferred.  Academies should only receive additional funding for the additional responsibilities they take on when they become an Academy. For the LA budget element, LACSEG is based on reported spend on selected lines from authorities’ annual S251 budget statements. These lines do not accurately represent the budgets/responsibilities that transfer in reality to academies.  The following budgets are among those subject to deduction:-

· Education Welfare Service – largely a statutory service that academies do not have to perform 

· School Improvement – directed to supporting schools with low/falling standards and in category – good and outstanding schools certainly should not be entitled to a share of this service 

· Asset management - an authority wide responsibility – mainly for ensuring there are sufficient school places – not an academy role

· Statutory & regulatory duties – many statutory functions, including the strategic management of children’s services and overall budget strategy that do not transfer to academies.  Significant proportions of corporate and non-ELS services are included here

· Provision for premature retirement and redundancy costs –– these liabilities are highly school specific and may not relate to individual academies’ circumstances

These points were explained to DfE officials when a Kent officer delegation (on behalf of some 17 South East LAs) met them in 2010, and were accepted so it is very disappointing that this has not been reflected in these proposals)  

KCC’s view is that if a proper costing of Kent’s transferred services were applied, the rate per pupil would be closer to £40 in 2011-12 (as opposed to the £230 average used by DfE) and lower again in 2012-13, reducing the total justifiable recoupment to less than £2m.  KCC asks that the DfE work with LAs to ensure that academy funding reflects actual academy responsibilities. 

Failure to reflect impact of spending reductions
The rate of grant paid to academies (and therefore the cost to DfE that they are seeking to recoup) is based on earlier years’ budget returns and does not therefore reflect current (lower) rates of LA spending. The 2011-12 grant is based partly on 2009-10 budgets and partly on 2010-11 budgets.  Although DfE have made a small allowance for assumed LA budget cuts, the rates per pupil used are significantly in excess of Kent’s actual budgeted level.  

This means that academies are being significantly over funded, and that the rate of proposed recoupment is significantly overstated.  If all Kent schools converted, the total amount recouped based on DfE’s proposed unit rates would be well in excess of Kent’s actual rate of spend reported in the most recent budget return, as shown below. In fact if only 30% of Kent schools converted there would in effect be no budget left to provide services for the remaining 70% of maintained schools.

This is because Kent’s rate of spending has reduced significantly already, because of budget reductions and the savings made to manage that, but the DfE rates lag behind the actual current level of spend, reflecting historical levels of reported spend, and are averaged nationally.

Whilst never intended for these purposes Section 251 statements remain the best means of calculating what should transfer but the DfE should be working with LAs to refine or adapt them to provide a true reflection of their spending on transferrable responsibilities, so that  a fair and appropriate amount of funding is therefore recouped from LAs.  To ensure consistency of funding between different types of schools and academies, LACSEG funding must take into account the actual reductions in LA budgets and truly transferrable costs/responsibilities in 2010-11, 2011-12 and 2012-13. 

	
	2011-12
	2012-13

	Proposed rate of DfE recoupment per pupil
	£255
	£213

	Kent’s actual budgeted rate of spend per pupil
	£85
	£68**

	DfE  total recoupment if based on Kent academy pupil numbers*
	£8.2m*
	£10.8m*

	Actual total spend on relevant budgets for all schools
	£15.5m
	£12.4m**

	*estimated – DfE has not made specific proposal

** estimated further 20% KCC budget reduction in 2012-13


Fundamental Misunderstanding

In the debate over Academy/Local Authority/Maintained Schools funding the DfE continue to argue that there is a direct linear relationship between budgets and pupil numbers. This is simply not the case and the costs of central services do not reduce in line with a reduction in pupil numbers. We note that in this consultation the DfE now appears to be less sure of the position itself – in Paragraph 30 of the consultation paper it says “there is little evidence of a “direct link between pupil numbers and spend per pupil”. As we have been highlighting for a year now, the central budgets are largely set and targeted to support particular groups of schools, pupils or a number of specific needs, few of which apply universally to every pupil or school. We are certainly not able to reduce spending immediately when a school converts. There should at least be an adjustment/planning period allowed. But by their nature services such as the overall planning of provision and the management of the school funding scheme are not affected by the marginal changes in the numbers of schools. Yet the proposals would imply we should have already cut those services by well over 15%. 

Furthermore, we are opposed to the opaque way in which funding was recovered from Local Authorities for central services through a top-slice from the Local Government Settlement. We have already contended that the deduction should have happened in the SR2010 totals adjusting the amounts for DCLG and DfE by an appropriate amount. This could not have been challenged by Local Authorities. We accept that it does seem fairer that the impact should reflect the level of Academy conversions but the methodology for this needs to be a sound one and this is not case at present.

Conclusion
The current system of Academy funding is neither fair nor transparent. The whole system of lagged funding for academies is so utterly opaque that it is impossible for LAs to be clear what academies are paid. The sooner that a fully comparable, real-time funding arrangement for academies is introduced, the better – ideally calculated and administered by one body –the local authority. Such an arrangement needs to be brought forward at the earliest opportunity.

Fundamentally government needs to accept in deciding on a way forward that the current cost to them of existing LACSEG payments is not the same as the cost saving available to LAs.

In considering changes to the way LACSEG is calculated the Government needs to ensure that a level playing field operates for different types of schools. Similarly, the Government needs to ensure that there is a system of funding academies that is fair to local authorities, reflecting LAs statutory duties and enabling them to competitively offer services to all categories of schools.   


In summary Kent key proposals are:-

1) there should be no increases to the level of an LA’s RSG top-slice deduction for 2011-12 or 2012-13 and the DfE/CLG should manage the problem for the remainder of the two year period – any changes will introduce even more instability to the current system with a real and negative impact upon services.

2)
it is accepted that the current national approach is unfair to those LAs with low numbers of academies, and an alternative arrangement is needed to reflect actual conversion rates but this should be properly consulted on and introduced in a sensible timeframe alongside all other school funding changes.

3)
the current basis of using s251 returns to estimate transferred costs is flawed and DfE should work with LAs to improve that so that future deductions are based on an agreed new basis of cost estimates.

