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	Summary
This paper describes proposals to consult schools on the delegation of a range of centrally managed services to schools. If adopted the proposals would result in changes from April 2012.


Purpose of Considering Further Delegation

· To reduce the potential/perceived financial advantage of academy conversion

· To provide all schools with service choices, similar to academies

· To help sustain LA services despite budget cuts and academy conversions

· Local formula can better target resources than the simple YPLA equal share per pupil approach applied to academies

1. Over the 20+ years of LMS the range of services that are best retained and managed centrally has been regularly reviewed and discussed with schools, leading to the current position. Kent has a lower level of central retention than the majority of LAs. Appendix 1 sets out the total allocation of DSG for 2011-12 and lists the services not currently delegated.  
2. The funding arrangements for academies reflect their more autonomous status and as well as receiving the normal formula funding share they receive a share of certain centrally retained DSG services.  Appendix 2 lists the services that academies receive funding for – both DSG funded services, and services funded from base budget. 
3. Delegation of centrally retained DSG services would partially close the gap in funding between maintained schools and academies. There would be even less difference between the various types of school in terms of service freedoms. 
Issues

4. Many centrally retained services are highly targeted, either because they relate only to specific pupil groups not common to all schools, or because they relate to specific school situations that may change annually. A general allocation formula would therefore over-fund some schools and under-fund others. This would not be a problem if formula factors could be identified that accurately represented the spending needs of each school, and such factors were allowed by the School Financing Regulations – which are quite prescriptive. We have however sought recently to simplify the formula and remove complex factors.

5. DfE are reviewing the funding arrangements for Academies which are likely to change in September 2012 and again a year later. Even under current arrangements, because of the lag in timing, if KCC reduced its level of central spending from April 2012, the impact on academies via a reduced LACSEG grant would not take effect until September 2013 – and DfE are committed to a new funding system anyway from that date.

6. Greater levels of delegation pose a potential risk to services if schools choose not to buy them back. A significant drop in the level of funding for these services would make most of them proportionately more costly for the fewer number of schools still receiving them, and ultimately make them unviable. 

What Could be Delegated?

7. The name Dedicated Schools Grant can be misleading. It does not represent the total sum of money available for maintained schools. DSG also provides funding for school-age pupils not educated in mainstream schools, and funding for early years provision in the private, independent and voluntary sectors. Table 1 summarises the 2011-12 DSG budget

	Table 1
	£m
	% of delegated total

	Delegated to maintained schools
	767
	87.3%

	Provision for Early Years
	45
	5.2%

	Central services for schools and individual pupils 
	65
	7.5%

	Total DSG
	877
	100%


8. Provision for pupils not in maintained schools takes many forms. Around half the expenditure goes on highly specialised and very expensive SEN provision for a very small number of pupils; the other half on supporting pupils that maintained schools have excluded, or for whom mainstream provision is not suitable. Whilst delegation is a theoretical possibility, assigning the responsibility for these pupils to a specific school is likely to prove controversial – especially the very high cost ones - and devising a formula for budget allocation that even vaguely corresponds to costs even more challenging.

9. This paper has assumed that services to support pre-reception pupils, mainly in the PVI sector, are outside the scope of delegation. Schools might argue that they have a direct interest in these children and in how their needs are identified and supported before starting school. Some of these services support mainstream school nursery provision. We welcome views on the possible delegation or devolution of these support services.
Process Required for Delegation

10. Delegation can pose a significant threat to both the individual service providers and the wider council. Many services that support schools have wider families and children support roles. The loss of direct school business is likely to push up overall operating costs, reduce economies of scale, lead to lower service levels and loss of contact/involvement with the school community. Many corporate functions’ budgets rely on DSG-funded recharges of overheads to school services.

11. To mitigate these risks, steps need to be taken to demonstrate to schools that LA services represent best value, are flexible, are quality-assured and can deliver what schools need, as opposed to a standard LA-dictated service. Such an approach requires considerable planning and preparation if all these features are not already in place – which for most services they are not. 

12. The processes and preparation described above cannot sensibly be completed in less than six months, and in order for services to have a good appreciation of the level of services that schools will want, they will need firm commitments from schools ideally before the end of autumn for an April contract start.

Specific Service Delegation Proposals

13. Based on officer and member views a schedule of potential delegation or devolution options has been drawn up. Devolution may offer a helpful pre-curser to later delegation, and we would welcome views on this option. A significant number of budgets/services are considered potentially suitable for delegation, and a number are viewed as totally unsuited.  Some services could be considered for delegation, although there are significant risks and potential disadvantages. The options identified are summarised in Table 2 below, and Appendix 3 describes the delegation/devolution issues in greater depth and the arguments for non-delegation. Appendix 4 provides full detail of operational budget allocations as reported in DfE format, and colour coded to highlight delegation proposals.

Table 2

	Service / activity
	  Delegate

£000
	   Devolve

£000
	Manage Centrally

£000

	Provision for pupils with SEN  and SEN Support Services*
	4,187
	3,740
	260

	Support for Inclusion, for underperforming groups  & contribution to combined budgets
	8,820
	285
	5,024

	Fees for independent special schools and recoupment
	0
	0
	9,432

	Pupil Referral Units and education out of school
	2,602
	12,094
	2,193

	14-16 more practical learning*
	518
	0
	477

	School meals incl.  eligibility *
	6,197
	-
	-

	School admissions*
	150
	-
	1,289

	Service / activity
	Delegate

£000
	 Devolve

£000
	Manage Centrally

£000

	School staffing costs incl. termination, school licences and subscriptions*
	3,828
	-
	3,463

	School Library services, Kent Childrens University*
	137
	-
	41

	Servicing of Forums & Carbon Reduction Tax
	20
	-
	1,035

	TOTALS
	26,461
	16,120
	22,213


* academies receive LACSEG for these services
14. The timescale for developing these proposals and for delivering changes for April 2012 is very tight. Some of these service proposals where they are not delivered by the Education Learning and Skills Directorate are still subject to internal discussions. There is also further work to be done on developing proposals for what formula factors and values to use for achieving delegation, and what services, and in what form, would be offered for buy-back through Edukent.  It might be helpful if the Forum Executive or DFFG could help at short notice in finalising the proposals that make up the consultation pack.
15. In drawing up these options it has become clear that for some services the delegate/don’t delegate decision is a close call, and we will be keen to hear the Forum’s views.  While views on all delegation options are sought, we would particularly like a steer from the Forum on the following, before finalising the contents of the consultation:

· Early years support services
· PRUs and other out-of-school provision
· Merits of devolution, at least initially
· Delegation of services that are not currently subject to the LACSEG arrangements – ie all schools and academies receive “free”.
Recommendation

The Forum is asked for its views on :-

-
the overall principle of further delegation;

-
the delegation options put forward;

-
the specific issues in para 15 above

-
how it might support the construction and delivery of the consultation package
APPENDIX 1

	DSG BUDGET  2011-12


	
	 TOTAL  
	

	
	 £000 
	%

	Already delegated to schools
	        765,743 
	87.3%

	Early Years – assumed not for delegation
	          45,605 
	5.2%

	
	
	

	Provision for pupils with SEN 
	         6,927 
	

	SEN support services
	         1,260 
	

	Support for inclusion
	         9,674 
	

	Fees for SEN in independent special schools 
	       11,852 
	

	Inter-authority recoupment
	-       2,420 
	

	Contribution to combined budgets 
	         1,617 
	

	Pupil Referral Units
	       13,346 
	

	Behaviour Support Services
	         1,019 
	

	Education out of school
	         3,544 
	

	14 - 16 More practical learning options
	            995 
	

	Support to underperforming groups (EM & EAL)
	         1,819 
	

	School Meals  
	         5,771 
	

	Free school meals -  eligibility
	            107 
	

	School kitchens  -  repair and maintenance
	            319 
	

	Museum and Library Services
	            137 
	

	School admissions
	         1,439 
	

	Licences/subscriptions 
	            955 
	

	Miscellaneous 
	              41 
	

	Servicing of schools forums
	              55 
	

	Staff costs - supply cover (not sickness)
	         3,105 
	

	Termination of employment costs
	         3,232 
	

	Carbon Reduction-govt regs assume not delegated
	         1,000 
	

	total for potential delegation 
	       65,794 
	7.5%

	
	
	

	TOTAL DSG
	    877,142 
	100.0%


APPENDIX 2

	Academy Funding via LACSEG

Budgets that Academies receive funding for

	S251 ref
	DSG funded
	£000    

	1.2.2
	SEN support services 
	       1,260 

	1.3.2
	Behaviour Support Services
	        1,019 

	 1.3.4
	14 - 16 More practical learning options
	          995 

	1.5.1
	School Meals  
	       5,771 

	1.5.2
	Free school meals -  eligibility
	          107 

	1.5.4
	School kitchens  -  repair and maintenance
	          319 

	1.6.2
	Museum and Library Services
	          137 

	1.6.3
	School admissions **
	       1,439 

	1.6.4
	Licences/subscriptions 
	          955 

	1.6.5
	Miscellaneous 
	            41 

	1.6.7
	Staff costs - supply cover (not sickness)
	       3,105 

	1.6.9
	Termination of employment costs
	       3,232 

	
	total for DSG items
	     18,380 

	
	Base budget funded
	

	2.1.8
	Education welfare service
	          818 

	2.1.9
	School improvement
	       5,984 

	2.2.1
	Asset management  education
	        1,491 

	2.2.3
	Music services 
	          423 

	2.2.5
	Outdoor education 
	              1 

	7.0.1
	Statutory/ Regulatory Duties 
	       5,897 

	7.0.2
	Premature retirement / Redundancy costs 
	          628 

	
	total for base budget  items
	     15,243 

	
	
	

	**
	an LA responsibility but academies receive a share


APPENDIX 3

DELEGATION / DEVOLUTION PROPOSALS AND REASONS FOR CENTRAL RETENTION

KEY Distinction :- Delegation v Devolution

Once delegated, funds can be used by a governing body for any (pupil education) purpose they see fit. The LA cannot direct how the funding is used, or impose any minimum standards/levels of expenditure. Funding must be allocated by an objective formula and cannot be varied on an individual school basis. Funding cannot normally be changed during the year and can only be reduced/taken back to the centre by formal decision following consultation with Funding Forum , and by formula change.

Devolution allows schools either individually or in groups to manage a service/budget on behalf of the LA. The LA can impose conditions/limitations, set minimum requirements and ring-fence the funding. It can be allocated in any way the LA sees fit, can be adjusted during the year, recovered if not spent, and taken back to the centre if the devolution is not successful/aims are not met.

Academies automatically receive their formula share of Delegated funds. Academies may or may not be included in devolution arrangements and may be excluded from accessing the devolved funding if they are already deemed to receive a share via LACSEG.

1. SEN Provision and SEN Support Services. This group of budgets support a wide range of specific costs to support pupils whose needs cannot reasonably be met by maintained schools and academies from the resources already delegated to them under current funding formula mechanisms. These budgets have been grouped as follows:-
Group (i) Delegation

-
staffing of special units, attached to mainstream schools but not currently delegated. Funding to be allocated as Individually Assigned Resources formula as for other qualifying mainstream pupils; staff to be directly employed by schools 

-
specific funding already passed on to schools for individual cases but not formally delegated. To be treated as delegated in future, allocated as Individually Assigned Resources (IAR) according to criteria/headteacher panels 

-
funding to support VI, HI, and ASD outreach support . To be delegated to individual named specialist schools 
- Specialist Teaching Service
Group (ii) Devolution
This group of budgets relate to additional costs/services for individual pupils in maintained Kent schools and academies, but which are highly individual, and vary from time to time. They are not, therefore, suited to full delegation for a year at a time, or by formula. They include

- 
Individual therapies as prescribed in a statement 

-
specific specialised equipment as required in a statement 

-
support for pre-school children with SEN, including portage service 

- 
exceptional costs of making provision for pupils excluded from special schools or that cannot be otherwise accommodated in suitable Kent provisions 

While these provisions are not suitable for delegation to all schools, options for devolving these budgets to groups of schools, or certain named schools (eg special schools) can be considered. The nominated responsible group/school would be expected to manage the provision on behalf of the LA in accordance with a Service Level Agreement.

Group (iii) Retain centrally

This group of budgets includes

-
Payments to other local authorities for the education of Kent pupils (recoupment) and the corresponding income from OLAs for provision made in Kent schools for their pupils

-

Payments to independent special schools, other non-maintained specialist providers making provision for pupils with SEN that cannot be accommodated or have their needs met in Kent’s maintained schools and academies.

-
Staffing costs to support the LA’s duty to monitor provision, undertake statutory assessments, represent the LA at tribunals, and contribute to joint services with Health 

-
support for various SEN projects eg ICAN,RLSB, SIPI 
-  Youth Offending service Education Liaison Team
2. Behaviour Support Services, Support for Inclusion and Support for Underperforming Groups 

 Grouped under these headings are contributions from a number of teams as follows
Group (i) Delegation

Early Years inclusion and equalities

Specialist Teaching Service 

Attendance and behaviour monitoring and support 
Ethnic Minority Achievement 
Family liaison and parent support services

Plus -  Management Information data management and statistical services – this range of services includes guidance, support and information to help schools manage their data and use school improvement information effectively.  These can be delegated and offered on a buy-back basis.
Group (ii) Devolution

Support for statemented pre-school children  - this could be devolved to special schools to manage on the LA’s behalf

Group (iii) Retain centrally

Attendance and behaviour district teams FSC preventative services teams, contributions to integrated processes (CAF and contactpoint) 
SEN management and monitoring

Integrated Looked After support services 
Specialist Teaching Service – EY support activity

Safe Schools delivery from Communities directorate - proposal to become a social enterprise initiative; the £205k DSG funding will be allocated directly to the social enterprise, who will in turn provide services to schools.

3. Fees for Independent Special Schools and Recoupment

Fees for places in non-LA provision could not be delegated unless every Kent pupil could be assigned to a school for the purposes of financial liability, regardless of cost. This would be neither workable nor acceptable to schools. 

Delegation of Recoupment expenditure and income is not feasible for similar reasons. 

4. Pupil Referral Units and Education Out of School  

There would be significant inequity issues if this funding were to be delegated to schools due to inequitable use of the provisions by different schools at different times and the unpredictable use of the provisions by an individual school year on year. 

The final accountability for provision of suitable education for pupils  who cannot receive their education in a mainstream school, for reasons of illness, exclusion or otherwise, remains as a duty of the LA ( 1996 education Act;  2010 Children Schools and Families Act).

It will therefore be essential for the LA to retain the capacity to monitor provision that is being made for pupils defined above, and to retain the financial capacity to meet the needs of any pupils for whom schools no longer retain final accountability for their outcomes.

Given the above, a reasonable alternative to full delegation would be a return to a form of devolved funding to mainstream schools, in order to give them the greatest degree of autonomy in devising and implementing an appropriate range of alternative provision. The funding for Alternative Provision is almost exclusively for KS3 and KS4, although there has been some investigation of extending this to KS2 in some areas of the county.

Devolvement to all schools across all phases would have the same inequity issues as delegating (outlined above). It would be more pragmatic to devolve to a fund-holding school or group of schools, and devise local SLAs between schools in a geographical area. This approach, similar to the 2008-10 experience, is already being trialled in NW Kent and Thanet.

The formula for the devolved funding for alternative provision to 6 geographical areas (based on 2 Districts) has already been worked in the context of the 2008-10 exercise, and is still being applied to ensure that Districts know what funding is being spent on their behalf. The formula is fully based on Mosaic, having moved incrementally from a mixture of Mosaic and actual costs.

A buy back option is not necessary if all schools in a geographical area are signed up to local SLAs with a fund-holding school. This was successfully implemented by ABS to LCSPs from 2008 to 2010. A measurable outcome was a reduction in both permanent and fixed term exclusions across the LA.

Warmstone - Suitable to be set up as a Special School in its own right, with its own delegated budget and with its own Governing Body.

Not suitable to be delegated to all schools, as the cohort is very specific – pupils with SSEN who have been excluded from Mainstream or Special Provision.

Health Needs Here too there would be significant inequity issues if this funding were to be delegated to schools. It is not possible to predict the frequency and location of the incidence of illness even in larger geographical areas, for example there is currently a cluster of childhood cancer cases amongst pupils in East Kent.

The final accountability for provision of suitable education for pupils  who cannot receive their education in a mainstream school, for reasons of illness, exclusion or otherwise, remains as a duty of the LA ( 1996 education Act;  2010 Children Schools and Families Act).

It is a statutory duty of the LA to provide continuity of education to minimise the negative impact of serious illness on the life chances of very ill or injured pupils and those with clinically defined mental health illness. It is a requirement that there is written evidence from consultants/paediatricians/psychiatrists that a pupil is too unwell to attend their home school to access this alternative provision.

It will therefore be essential for the LA to retain the capacity to monitor provision that is being made for pupils defined above, and to retain the financial capacity to meet the needs of any pupils for whom schools no longer retain final accountability for their outcomes. Delegation is an option, but schools did not welcome the system of making part-contributions before on the basis of actual attendance. Full cost recovery is likely to be even more unpopular.
The Youth Service provided via the Communities directorate currently has 15 Community Youth Tutors in post. The role of Community Youth Tutors is to ensure partnership working between the Youth Service and specific schools around the county. The SLA in operation provides for the Youth Service to pay 60% of the CYT’s salary costs and a school contributes 40% towards their costs.

5. 14-19 More Practical Learning 

Most of this funding supports the 14-24 Innovation Team--.This is not suitable for delegation. There are a number of  LA statutory functions which the team delivers  including duty to encourage participation of learners ages 16 to 19 and to 24 for LLDD; duty to provide sufficient suitable provision up to 19 and 24 for LLDD; duty to provide a  post 16 transport policy under the new Education Bill implementation of the New all age careers service by September 2012; tracking all young people up to the age of 19, and registering unemployed under 19 year olds. The team also continues to develop the vocational programme, responding to the Wolf report and supports the ongoing development of the skills centres.   

Removing all of this funding would mean there would have to be a major restructuring of the team as this would be the only way to make these savings.

A small element (£100k skills force) is already devolved to schools and this could be formally delegated.

6. School Catering. Budgets to cover the cost of providing free meals , for maintaining the school kitchen, for the support of client services, and the formerly separate School Lunch Grant are already delegated to all secondary schools plus primary schools whose governing bodies opt to take delegation. Current and former residential special schools also have delegated budgets – the remaining primary and special schools do not currently have delegated responsibility. 

7. It is proposed that delegation of these budgets is extended to all remaining schools; this would be a fairly straightforward change as the council’s client services function is well geared-up for managing this on either a whole service contract basis, whereby schools simply buy-back the whole inclusive service, or offering schools the option of buying into just elements of the client services support and employ their own staff or contract externally directly. The delegation formula is also already in existence for primary and special schools.

8. The buy-back service options include administration and monitoring of contracts, health and safety, environmental health reports, promotional activity and organising equipment repair and maintenance, and projects. 

9. The only slight complication arises from the fact that the current contacts are fixed through till July 2012, and it will need to be a condition of delegation that schools accept a charge for the first part of 2012-13, and can only effectively set up alternative arrangements if they wish from the date that the old contracts expire. Schools will be able to opt back into continuing with the county contracts renewed from July if they wish.

10. The process for establishing eligibility for a free school meal is not delegated. The budget for the cost of providing a free meal is currently allocated to schools on the basis of the number of eligible children. If the process of establishing eligibility were delegated, individual schools would have no incentive to apply/police the criteria rigidly, as the cost of the free meal would still fall on the LA, and the school could qualify for extra Pupil Premium allocations. 

11. It is proposed that the funding for establishing eligibility is delegated but that the Kent Formula Funding Scheme makes it a condition that only pupil entitlements verified by an accredited independent assessor are accepted for funding purposes. KCC would offer an independent assessment process to schools as a buy-back service through Edukent.

12. School Admissions This budget supports the whole admissions and appeals process. Managing a county-wide admissions system to also include access to academy places is a statutory responsibility of the LA and could not work on a fully delegated basis.  The process by which parents’ appeals are heard and determined can be delegated  and is already undertaken by some VA and Foundation schools on a devolved basis. 
It is proposed that all appeals responsibilities could be delegated. Since, however, much of the current process is undertaken by staff working on a multi-task basis and often unpaid for additional hours the budget available for delegation after meeting the unavoidable costs of the LA duties is small. A buy-back offer would enable schools to keep their costs to a minimum.

The main issue with delegation is the basis for formula funding. The incidence of appeals is highly variable and schools with high levels of appeals would receive significantly less than their costs; others would be overfunded especially when they experience no appeals whatsoever.

13. School Staffing Costs, Licences and Subscriptions
The staffing costs relating to providing cover for maternity leave, public and trades union duties have not previously been delegated because of their highly variable, uncontrollable and usually unpredictable incidence. There is no reason, however, why the financial liability should not fall on schools in the same way as many other variable staffing costs do. These costs in total represent less than half of one percent of school staffing budgets. That said, the incidence in one year on very small schools in particular can be significant. 

School staff insurance schemes are already in existence, however, to offer cover for the main cost- maternity leave.

The main problematic areas are:  covering the cost of trades-union representatives, without which schools could be reluctant to allow staff to undertake these roles. It is proposed to retain this budget centrally; and the incidence of redundancy payments and pension enhancements which are also of a highly specific, targeted nature, usually high cost, and not at all suited to delegation.
Licences and subscriptions are only managed centrally because the LA is able to access lower rates than if schools made their own individual arrangements. It is proposed that a buy-back service is offered so schools can still access the lower rates if they wish but have the funding delegated and able to exercise choice.

14. Library Services and Kent Children’s University. 
A contribution from DSG supports both the library service to schools, and the summer reading challenge. It is proposed that this budget is delegated but, since support is currently targeted at the 76 Reading recovery Schools it could be allocated via key stage 1 results to primary schools only. 

Library buy back options could include 

· Charge for teachers and groups tickets per annum

· Charge for visits of L&AS staff to schools

· Charge for school visits to libraries if this involved more than just them selecting books to borrow

Kent Children’s University

This small DSG contribution provides the co-ordination post for the Children's University.   If this funding were to be distributed to schools on any formula basis, the amount of funding that any school would receive would be minimal. Without full buy-back the services and support described below made available to all schools via a central post could not be possible in an efficient and cost effective manner.  

 

KCU is now able to fully operate for an approximate annual cost of around £50k. This scheme generates income through the sale of Passports to Learning as well as the affiliation fees obtained from schools, external providers and tourist attractions.  The Passports for learning aims to offer children, and their families, a range of structured high-quality learning experiences which occur at tourist attractions as well as accrediting participation in after-school clubs. These venues are called Learning Destinations.

15. Servicing of Forums  This budget supports the statutory Schools Funding Forum and the non statutory primary and secondary Forums. The funding for the non statutory element could be delegated and individual schools contribute to the continued running of their respective groups. Schools that did not contribute would not be able to attend, receive feedback nor have their views considered.
The Carbon Reduction Tax budget could be delegated to schools, but since every school would then be required to make a payment back to the scheme, there seems no point in doing so.
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