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Briefing – funding reductions and future for academy finances 

Introduction 

Funding for schools is declining in real terms. The Government is currently in the process 

of introducing a new formula for distributing resources to schools on a national basis. The 

intention is to eradicate the anomalies that have been present in the system whereby 

similar schools in different areas receive different levels of funding with little reason or 

justification.  The DfE received over 26,000 responses to its consultation on how the new 

formula should operate and it took some time for them to be analysed. Although the 

National Funding Formula is to be introduced in April 2018, local authorities will continue 

to make decisions on how funds are allocated in consultation with schools in their area 

until April 2020. For the new funding formula to work successfully for the whole sector, 

there needs to be sufficient funding overall to provide for a high quality education system. 

The NAO in its report Financial Sustainability of Schools (December 2016) noted that 

savings of £3billion will be required by 2019/20 based on current expenditure plans and 

expected increases in underlying costs. In addition, £6.7 billion expenditure on buildings 

is required to ensure all schools are in a satisfactory state.  One thing remains clear, 

schools will be subject to sustained financial pressures for the foreseeable future and must 

plan their response accordingly. For small primary schools, finding savings is particularly 

challenging. 

At CIPFA’s Summer academies conference, speakers outlined their views on the areas 

where schools are most pressed, the reasons for them and how academies are looking to 

cope. There were a number of common factors in their plans and it is the intention of this 

briefing to consider how some academies, and other sectors facing similar problems, are 

responding to financial pressures in order to share learning and encourage debate. 

Pressures on funding 

Although the DfE has protected total budgets in real terms, there are has been a significant 

rise in primary school pupil numbers – 13% since 2010. Therefore the budget per pupil 

for education has not risen in line with inflation. It is also worth noting that the inflation 

rate that schools are subject to is not the RPI. It is a specific rate in respect of academies 

owing to the fact 80-90% of their expenditure is on staff. There have been recent 

additional increases in related expenditure as a result of increases in national insurance 

and the Teachers’ Pension Scheme contributions. Academies are also facing increased 

difficulty in recruiting staff, particularly in subject areas such as maths and the sciences 

and will often pay retention allowances. Other cost pressures to which academies are 

subject include increases in non pay costs such as energy costs, the imposition of the 

apprenticeship levy and costs associated with changes to the curriculum and assessments. 

In addition, some academies are required to pay costs that have been transferred to them 

from local government such as student counselling services.  



2 

 

Dealing with the cost pressures is a massive challenge to the capacity and capability of 

trust leadership. The DfE is encouraging and expecting the sector to deliver savings of 

£1.3 billion by 2019/20 through improved procurement and £1.7 billion through more 

efficient use of staff. The DfE has provided advice and support to help schools make 

savings on workforce planning and procurement.  
 

Overall, the onus is on academies to achieve these savings actively. Therefore there is a 

need for academies to be strategic in their response.  

The sector’s response 

Across the sector, there have been short term fixes – use of reserves, increases in class 

sizes and greater reliance on staff teaching outside their specialism. Other approaches 

have included deferring expenditure on maintenance, reducing subject options at GCSE 

and reducing the number of ‘A’ Levels that students can study from four to three. At 

CIPFA’s academies conference, speakers also talked about other areas where they are 

making savings and generating income. At the same time, they emphasised that pupils 

are at the heart of their strategies and that a planned approach, taking account of their 

desired outcomes was the best way forward. Their findings and experiences are explored 

below. 

Information for decision making 

All speakers emphasised the need for prudent and accurate budgets and forecasts. It is 

essential that pupil numbers are not overstated. The speaker from further education noted 

that his institution sets a contingency of 1 ½% of income which proves useful. A speaker 

from a growing MAT noted the need for academy decision makers to receive accurate and 

comprehensive information to enable them to know the true position of the trust. Budgets 

and cost centres must be aligned in order for performance indicators to make sense and 

for benchmarking purposes. It is essential that forecast pupil numbers can be relied upon 

for planning purposes. The speaker from the ESFA emphasised the need for census data 

to be accurate.  

Student numbers 

Pupil numbers are key for academies and speakers discussed what they are doing to 

maintain or increase numbers. One noted that his academy offers free child care in order 

to ensure that all school places are filled. The speaker from a further education college 

noted that his institution has invested to improve its facilities in order to make it more 

attractive to potential students.  

Governance 

Many governing body members and head teachers did not come into their roles expecting 

to take decisions on where to cut costs and are finding this difficult to come to terms with. 

It is essential that those charged with governance have a proper understanding of their 

role and the confidence to challenge and support management. One speaker, an academy 

trustee, emphasised that the board must be fit for purpose with members with appropriate 

skills and expertise, particularly in finance, workforce management and business strategy. 

A skills audit is useful in determining the skills required of members and therefore ensure 

that the board adds value. The board can then decide how it will acquire the appropriate 

skill set where gaps are revealed.  
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Management structures, staffing and other costs 

The speaker from a further education college with substantial experience of reduced 

funding emphasised that in his institution staffing was continuously under review. Each 

time a member of staff leaves, the opportunity is taken to see whether the post is required 

in its current form or whether the role could be provided differently. In this way 

management and support staffing costs have been reduced significantly over time.  

Curriculum changes 

For ‘A’ Levels, one speaker noted that using a collegiate approach to sixth form provision 

had enabled a shared time table offer. In this way, there may be potential for sixth form 

collaborations to provide a wider rather than the same or narrower curriculum provision.  

Procurement 

Speakers also talked about making savings when their operating leases came up for 

renewal and on their energy contracts.  

The speaker from a large further education college, with income in excess of £21 million,  

explained that his institution had been able to make substantial non pay savings through 

its contract with a private firm procuring services on its behalf. This maybe a useful area 

to explore for MATS with a larger turnover.  

Another speaker from a small MAT noted that greater use of technology had enabled a 

reduction in back office costs through more efficient use of staff. He also noted that the 

risk protection arrangements provided by the ESFA had proved very helpful.  

Outsourcing 

Some speakers noted that they had outsourced services such as IT and cleaning. Use of 

competitive tendering through a consortium for services such as cleaning was explored. 

Again, scale is an important consideration in achieving best value for money. One speaker 

noted that each tender may need to feature a reduced or harmonised (for a consortium) 

specification to deliver savings.  

MATs and collaborative working (outside the MAT) 

One speaker outlined his experience of how and why his trust became a MAT and continues 

to expand. However, he noted that today, schools could not expect to gain additional 

resources by joining a MAT (following withdrawal of the Education Services Grant (ESG)) 

and the decision must be made for educational purposes only. Some support costs would 

reduce, since they are effectively spread across a wider base, but other costs would 

increase. For example, maintained schools have previously not had to budget for 

compliance and school improvement costs. Trusts and schools considering joining a MAT 

should be realistic about their fixed costs and about what joining a MAT can do for them 

overall. This requires an open and honest conversation about expectations from both 

parties at the outset.  

Some areas of the country do not have so many MATs but academies are still working 

together to deliver savings and efficiencies. For example, one speaker noted that a 

‘Teaching school alliance’ has been established in his area which has proved a cost effective 

means to provide staff development across a number of schools. A collaborative approach 

to procurement had also delivered savings in terms of catering.  

However, the formal MAT structure, through direct management, can add further benefit 

through a greater potential to share costs. For example, there is greater scope to benefit 
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from economies of scale; shared use of specialist staff across schools; shared support 

services and shared costs of extracurricular activities such as trips.  

Income generation 

One speaker outlined his experience of delivering child care facilities for primary school 

children. This has taken substantial effort, but has now produced a robust income stream.  

Other speakers hire out their facilities – such as their gym - to generate income. In one 

trust, hire of facilities generates up to £100,000 per secondary school per annum. In such 

circumstances it is essential that academies ensure that contracts are properly drawn up 

and appropriately governed.  

 

Fees and charges 

Several speakers explained that they now request a parental contribution to enable their 

pupils to go on trips. It is worth noting that academies are restricted in terms of what they 

can charge for.  

Bidding for external grants 

One speaker noted that he had had some success in bidding for external grants for his 

academy but he warned that it could be a drain on resources for relatively small sums 

therefore care should be taken when deciding what to bid for.  

The speaker from further education noted that his institution had made successful one-off 

bids to the European Social Fund and to Sports England.  

Conclusion 

Several key points arose from the discussions that those making decisions in academies 

should bear in mind: 

 Declining funding is a real issue which requires action 

 

 It is better to be proactive and take difficult financial decisions sooner rather than later 

– they can then be planned properly  

 

 Everything must be affordable 

 

 A strong central budget monitoring function is essential 

 

 Income must not be overestimated – it is better to be realistic and prudent 

 

 Some form of contingency provision is very useful 

 

 Robust information is essential to enable board members and school leaders to look at 

all aspects of a trust’s operation; to consider the options and to make appropriate 

decisions.  
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