<!DOCTYPE HTML PUBLIC "-//W3C//DTD HTML 4.0 Transitional//EN"><!-- saved from url=(0039)http://www.dfee.gov.uk/scs/contents.htm -->
PRIVATE
<TBODY>Schools Capital Strategy Home


Contents 
Introduction 
The Current Position 
Principles for a Capital Allocation System 
Roles and Responsibilities 
Asset Management Plans 
Funding Sufficiency, Condition and Suitability Needs 
Timescale 
Delegation and Devolution of Funds to Schools 
Fairness 
The Place of Public Private Partnerships 
Conclusion 
Responding to this Consultation Paper 
Annex A - DfEE's Proposed Approach to Appraising Asset Management Plans 
Annex B - Implications of the Single Pot 
Glossary 
Introduction 
1. Raising standards and attainment in schools is one of this Government's principal aims. School premises can facilitate raising standards. At best, well designed premises can enhance the teaching of the curriculum; at worst, teaching and other staff have to spend too much of their time attending to deficiencies in the educational building stock. 
2. The Government's commitment to tackling current poor buildings has been demonstrated by the provision of significant additional capital funding for the schools sector: 
· the New Deal for Schools, which has made available £1.085 billion in England over the life of this Parliament to address the worst elements of the repair and maintenance backlog; 
· a further £90m in 1998-99 for specific initiatives to reduce infant class sizes, eliminate outside lavatories and improve heating systems; 
· an additional £1.5 billion for schools capital over the life of this Parliament announced by the Chancellor following the Comprehensive Spending Review; and 
· the availability of more than £1 billion to support public private partnerships (PPPs) in schools over the rest of this Parliament. 

3. It is important that this money, and all other resources available for addressing school premises needs, is used in a way which maximises its impact on raising educational standards, so securing the best possible value for the taxpayer. There are many dimensions to this, including the need to consider the balance between immediate and lifetime costs, and the balance between capital and revenue spending. But there is a common interest in the good stewardship of educational assets. 
4. Capital investment in education does not take place in a vacuum. It will form part of a Local Authority's wider approach to capital, and needs to be seen in that light. Well managed education capital spending can make a positive contribution to economic regeneration, tackling social exclusion and promoting sustainable development. Local Authorities need to consider how best to take account of these cross cutting themes. We also believe that many of the principles and approaches set out in this document can be applied more widely than education, and will contribute to good utilisation of assets and the achievement of Best Value both in education services and beyond. 
5. Similarly, schools do not exist in a vacuum. They have important relationships with the communities they serve, which can be strengthened and developed in a number of ways through the imaginative use of capital funding. These relationships need to be considered when decisions on the use of capital resources are being made. 
6. The Government wants to develop a capital strategy which is clear and consistent, and also commands the support of key decision makers throughout the education service. Such a strategy would maximise the benefits to pupils, and the impact on educational standards, of the substantial increase in capital investment in the schools sector. 
7. This document sets out proposals for the Government's future approach to schools capital. Views are invited from Local Education Authorities, Dioceses, schools and others with an interest in school premises issues. Subject to the views received, we would hope to start moving towards the position outlined in this paper for the year 2000-01. Details of how to get more copies of this document and how to respond are given in the further information section.
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The Current Position 
8. Capital expenditure in schools is needed to address one or more of three issues: 
· the sufficiency of premises - ensuring that there are enough places to educate all the children; 
· the condition of premises - ensuring that the premises are in a good enough state to enable the children to be educated; and 
· the suitability of premises - ensuring that the premises are as appropriate as possible for the teaching of the curriculum. 

9. All of these have an impact on standards of pupil attainment. Where there are not enough places in which to educate children, any attempt to raise standards will be severely hampered. Overcrowded classrooms make good quality teaching difficult. Where there are more places in schools than children, the money spent on maintaining unnecessary buildings could be better directed towards teaching or other curriculum related resources. When buildings are in good condition and provide a secure environment, there are beneficial effects on the morale and motivation of both school staff and pupils, lessons are less likely to be disrupted and teachers can concentrate, in the words of one Local Education Authority, on "brains, not drains". Where premises are designed and equipped for the delivery of a modern curriculum, the prospect of pupils achieving their full potential is maximised. 
"The physical fabric of a school conveys messages to both pupils and staff which affect their self esteem and the way in which they approach their work. All the accounts of successful schools in this study give a clear impression that the working environment is seen to be important in promoting positive achievements and attitudes."
From "Success Against the Odds", National Commission on Education. Reproduced by permission of Routledge. 
10. Spending wisely can also deliver value for money benefits for the public purse. The Audit Commission report ÒTrading PlacesÓ estimated that up to 40% of unfilled school places could be removed cost-effectively, delivering a saving of £100m annually to the public purse. Well designed buildings can cost significantly less to maintain than those which have been poorly designed. Planned repairs and maintenance tend to cost 25% less than emergency work. Significant improvements in energy efficiency are possible within the schools estate which would yield both savings in energy costs and reductions in emissions. 
11. At present, expenditure on school buildings is funded from a variety of sources: 
· from borrowing by Local Education Authorities supported by credit approvals issued by DfEE; 
· from capital grant provided to Local Education Authorities by DfEE through the New Deal for Schools; 
· from capital and repair grant provided to Governing Bodies of Voluntary Aided schools by DfEE, and to Grant Maintained schools by the Funding Agency for Schools; 
· from capital grant made available by DfEE to Local Education Authorities and Governors on a one off basis to tackle particular issues (for example, class sizes or outside lavatories); 
· from receipts from the disposal of educational and other assets; 
· from Local AuthoritiesÕ own resources, including revenue budgets; 
· from fund-raising by Governors and others; 
· from private investment seeking a return through Public Private Partnerships (usually underpinned by PFI credits issued by DfEE). 


This variety reflects the workings of the Local Authority capital finance system and the particular patterns of ownership and funding arrangements which apply to different categories of school. 
12. It is also implicit in these arrangements that decisions on investment in school buildings are made by a variety of organisations. DfEE, Local Education Authorities, Trustees, Dioceses and Governing Bodies all have some responsibility for prioritising and committing expenditure. All of these bodies can and do exercise their discretion in discharging their statutory and other obligations. This has a number of consequences. Most notably, there are no means of ensuring that the level of Education Annual Capital Guidelines, or any other particular level of capital expenditure, is spent on education at all1. Absolute levels of expenditure are within Local Authorities' discretion. But all can fund capital work from a mixture of sources. Expenditure covered by credit approvals only ever accounts for part of a Local Education Authority's schools capital programme. In the Voluntary Aided sector, DfEE provides up to 85% of the costs of capital programmes for which Governing Bodies are responsible, while the Funding Agency for Schools funds 100% of the costs of the highest priority work in Grant Maintained schools. 
13. DfEE is responsible for the funding structure within which decisions are taken. In recent years, DfEE's general approach has been as follows: 
· main capital round allocations of ACG have been largely devoted to tackling issues of sufficiency2 & 3; 
· the New Deal for Schools has been targeted at condition projects which will tackle the most urgent elements of the repair and maintenance backlog; 
· in the Grant Maintained sector, formula capital and seed challenge money (when matched by money from other sources) have been used for both condition and suitability projects; 
· In the Voluntary Aided sector, sufficiency has also been top priority, but some grant has been targeted on tackling condition, in the form of improvement and replacement projects, and repairs; 
· Public Private Partnership projects exist in all areas; examples include building new schools (sufficiency), repair and rebuilding projects (condition), and enhancement of IT facilities (suitability). The initiative is still not mature enough for us to be able to draw well informed conclusions about the sorts of projects (or the categories of school) best suited to PPP. But arrangements are now in place to ensure that PFI credits are channelled towards projects which contribute most to meeting MinistersÕ published objectives. 

14. A number of factors suggest that this is a sensible time to review our capital strategy in a more considered fashion: 
· the backlog of repair and maintenance built up over many years remains a problem, despite the progress made in tackling it through the New Deal for Schools; 
· the CSR has set the financial framework for the rest of this Parliament; 
· the development of Asset Management Plans offers a vehicle for prioritising and managing schools capital; 
· the Government has set out proposals for reform of the framework for local Government capital finance in the White Paper "Modernising Local Government" published last year; 
· the development of the new framework for schools and of fair funding arrangements allows the opportunity to ensure that good practice from all sectors can be adopted in all maintained schools; 
· the implications of information and communication technology (ICT) networks for school design and refurbishment projects are increasing in importance; and 
· increasing numbers of potentially workable PPP models are being developed to enable a variety of issues to be tackled through this mechanism. 
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Principles for a Capital Allocation Strategy 
15. The principles which should underpin a capital strategy are: 
· maximum impact on standards - available capital resources are directed as far as possible to areas where the impact on educational standards of the improvements they make to the school estate can be maximised; that includes taking account of new ways of supporting learning, in particular through ICT networks; 
· maximum value for money - capital and revenue expenditure is spent cost effectively and the right balance between them is achieved; good practice in the management of assets (including timely maintenance) and proper consideration of whole life costs is encouraged; 
· matching resources to need - the ability to identify and target resources on areas of greatest need or where the impact on standards can be greatest, and using the most appropriate form of funding to meet each need; 
· correct balance of responsibilities - the respective responsibilities of DfEE, Local Education Authorities, Dioceses, and Governing Bodies are clear and understood, and decisions are taken at a level which balances the benefits of proximity to the issue with the ability to prioritise and take a wider view; 
· fairness - between Authorities, between rural and urban areas and between categories of school in the new framework; consultative processes ensure that stakeholders are consulted on, and agree, local priorities; 
· incentives - decision makers are not diverted from doing whatever has the greatest impact on raising standards by the attraction of one approach or one funding mechanism over another; 
· transparency and accountability - the rationale for, and implications of, decisions are open to public scrutiny, and decision makers are accountable for delivering outputs in the sense of having the consequences of their actions visited on them; 
· simplicity - the system is readily comprehensible and operates in a straightforward fashion in order to contribute to reducing the bureaucratic burden on Local Education Authorities, Dioceses and schools; 
· environmental impact - well managed capital expenditure delivers not only good value for money but also positive environmental effects through energy saving. 

Question 1
Do you agree that these are the right principles? Are there others which you think we should adopt? 
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Roles and Responsibilities 
16. A capital strategy operating in line with these principles requires the participation of three sets of key players: 
· at a national level, DfEE must set the funding framework and allocate funds equitably among Local Education Authorities and Voluntary Aided schools; 
· Local Education Authorities (in consultation with Dioceses) must allocate resources equitably at a local level and ensure that the school estate is maintained effectively; 
· Governors must discharge their responsibilities for effective stewardship of the buildings in their care. 

17. The responsibilities of each party vary depending on the category of school. Governors of Foundation schools will typically own the land on which the school stands and employ the school staff; they have responsibilities in law (for example, responsibilities relating to occupational health and safety) and the obligation to exercise good stewardship over their buildings. In the Voluntary Aided sector, Governing Bodies also have the responsibilities of employers; the responsibilities of ownership lie with the Trustees who own the land, and may vary depending on the terms of the trust deed. Governing Bodies are expected to exercise good stewardship on their behalf. In Community schools, the responsibilities of owner and employer lie with the Local Education Authority, though it will seek to delegate some responsibilities, particularly those relating to good stewardship of premises, and perhaps specifying how they can be discharged, to Governing Bodies through schemes of delegation. 
18. In establishing a funding framework, DfEE has two broad options: 
· it could operate through detailed intervention as, for example, in approving individual projects and individual applications for PFI credits; or 
· it could operate in a more systems-based fashion which would allow Local Education Authorities, Dioceses and schools more freedom to prioritise and act within an agreed funding framework. 

19. The principles set out for the capital strategy are more consistent with the latter option. This would allow Local Education Authorities to develop a rational approach to the management of the schools estate through Asset Management Plans, and the consultative and planning processes which surround them. DfEE could then assure itself that each Plan has been developed rigorously and in consultation with other interested parties, notably schools and Dioceses, and use each Plan as a basis for providing funding to enable the Local Education Authority to tackle its priorities. This would also be more consistent with the approach taken by the Department of the Environment, Transport and the Regions to Local Government capital finance more generally, as set out in the Government's White Paper "Modernising Local Government". The main features of this approach are shown in Annex B. 
Question 2
Do you agree that a more systems-based approach to the funding framework is the best way forward? Are there realistic alternative approaches which you would support? If so, what are they? 
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Asset Management Plans 
20. Asset Management Plans should ensure that Local Education Authorities give full, fair and open consideration to their capital needs. But they also have the potential to: 
· act as a mechanism by which DfEE can assure itself of the rigour of the analysis of needs by Local Education Authorities, and their approach to meeting them; 
· and therefore provide a basis both for allocating funds and for allowing greater or lesser degrees of discretion in the use of those funds; and 
· enable a continued focus to be given to priority need, and also encourage and reward good management. 

21. Our intentions for Asset Management Plans are set out in more detail in the Provisional Guidance on Asset Management Plans first published by the DfEE in August 1998. We do not see the Asset Management Plan as just a document, but as one key element of a continuous planning process through which Local Education Authorities, working with Dioceses and schools, agree local strategies and priorities for tackling school premises issues in a way which maximises value for money and raises standards. This process also provides an opportunity for a Local Education Authority to consider how to make best use of its assets - for example, by making school premises available for use more widely for community or other use, or even by releasing value through disposals. The Grant Maintained sector has produced a number of innovative proposals in the latter category; there are numerous good examples of the former across all sectors. 
22. Local Education Authorities will take the lead in developing their Asset Management Plan, but the process of consultation should ensure that others also have ownership of it. Schools must have an opportunity to ensure that their aspirations are reflected in it, and to contribute to decisions on the basis for prioritising projects. DfEE will assess both the Plan itself and the processes which underpin it. Where, as a result of this scrutiny, DfEE has confidence that the Local Education Authority is managing its assets effectively in partnership with Dioceses and schools, it would expect to intervene in the Local Education Authority's decisions and processes only in inverse proportion to that confidence. 
23. In time, we envisage Asset Management Plans helping us to get away from capital allocation rounds by using the data required for local decision making to inform allocations from DfEE. Ultimately, we hope to offer the benefits of greater predictability of future funding and greater flexibility in the use of resources to those Local Education Authorities which are able to demonstrate the quality and rigour of their Asset Management Planning process. We might score Local Education Authorities' Asset Management Plans (and the processes that lie behind them) as excellent, satisfactory or inadequate in their approach to each of the three strands (sufficiency, condition and suitability), using indicators to measure the quality and thoroughness of consultation, soundness of basis of prioritisation and so on. Excellence would trigger the release of funds without further scrutiny of individual projects (beyond what is necessary in the Voluntary Aided sector where direct grant is payable by DfEE). It might also provide certainty of funding beyond one year, which we think is a valuable benefit for Local Education Authorities. Excellence against all three strands would enable Local Education Authorities to prioritise between them without further scrutiny from DfEE. 
Question 3
Is this approach sensible? Is it practicable? What modifications might you propose to it? 
24. We have already moved some way from scrutiny of individual projects towards this more systems-based approach through the way we are seeking evidence to support applications for funds under the third round of the New Deal for Schools programme. This approach, which significantly reduces bureaucracy for both DfEE and Local Education Authorities, and facilitates funding for those who can demonstrably manage their assets well, has been widely welcomed. 
25. The Provisional Guidance on Asset Management Plans indicates in outline the approach we expect to take to appraising these documents and the underlying processes. Annex A contains more detailed proposals about the basis on which we think this appraisal could work. 
Question 4
Are the proposals in Annex A the right basis for appraising Asset Management Plans? Are there modifications you would like to see to the criteria or the approach? If so, what alternatives would you prefer? 
26. Some of the key policy issues which we would expect Local Education Authorities to have in mind when preparing Asset Management Plans, and for which we would want to see evidence of consideration, include: 
the different contributions which capital and revenue spending can make to the management of the school estate. Proper consideration of PPP options helpfully places the emphasis on lifetime rather than short term costs (which we would regard as good practice in all option appraisals, not just PPP-related ones). Rigorous option appraisal can show how timely and well-balanced capital and revenue spending on condition can deliver best value for money; 
Question 5
How should the Department assess the rigour of the processes used by Local Education Authorities to achieve value for money in lifetime costs? 
· how action at school level can best contribute to raising standards. Authorities might want to encourage imaginative proposals from schools, fund them and hold governors to account for delivering them; 

Question 6
What good examples do you have of how this has worked in practice? 
how to ensure that repairs and maintenance needs are managed in a prudent and cost effective way. Although this expenditure will be the responsibility of schools using their delegated budgets, we would expect Asset Management Plans to indicate the general approach to achieving effective and timely repairs and maintenance at all schools, and the mechanism for encouraging good stewardship on the part of Governing Bodies; 
Question 7 How should we ensure that repairs and maintenance of school buildings are carried out in a proper and timely way? 
the extent to which different mechanisms are considered for funding particular needs. PPP is the obvious example; seed challenge is another where, in the Grant Maintained sector, suitability projects have been given a higher priority than they would otherwise merit. Matching of funding sources to the areas where they can be most effective could be a powerful tool for delivering the maximum improvement in standards and best value for money. Local Education Authorities should take these decisions on the basis of advice from DfEE, and their assessment of local needs and opportunities. But we would wish to ensure that, in developing their Asset Management Plans, Local Education Authorities had given thought to using approaches like PPP and seed challenge (and the Plans of those that did not might be assessed as inadequate). 
Question 8How should we assess the approach in Asset Management Plans to PPP and other sources of funding? 
the increasing role which Information and Communications Technologies (ICT) will play in the delivery of educational standards. Considering the role of capital spending in this is likely to involve making the most, in the context of Local Education AuthoritiesÕ plans for the National Grid for Learning, of the strengthened new opportunities for ICT service and infrastructure development in schools, of strategies for joint procurement, and of opportunities for PPP. It will also be important to take into account the requirements of ICT networks at an early stage in the costing of capital projects and in design work, including refurbishment of schools. 
27. Ultimately, it should be possible to compare the effect of spending in different Local Education Authorities and set benchmarks for what should be achieved for every pound of expenditure. We believe this would be helpful in improving the value for money achieved from all capital and revenue expenditure. We would expect good quality stewardship on the part of Local Education Authorities and Governors to bring its own rewards through the funding mechanisms set out below. 
Question 9
Do you agree that this approach to using benchmarks to assess the level and effectiveness of spending on repairs and maintenance is a useful one? If not, what alternatives do you propose? 
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Funding Sufficiency, Condition and Suitability Needs 
28. DfEE's assessment of an Asset Management Plan and the underlying processes should enable it to have confidence in a Local Education AuthorityÕs systems for managing its school building stock. We set out below a proposed approach to providing funding to meet identified needs. It is based on a simpler distinction between, on the one hand, sufficiency, and on the other, all other forms of need. The contribution of PPPs is covered in paragraphs 62-70. 
Sufficiency 
29. The bulk of sufficiency needs arise from matching accurately numbers of places with numbers of children, where local demographic trends have led to a mismatch. These situations occur unevenly across the country. They also occur unevenly within Local Education Authorities, and are largely outside their control, but the provision of sufficient places is a statutory duty and without sufficient places no attempt to raise standards can be fully effective. We believe that variations in sufficiency needs between Local Education Authorities require an element of capital support from DfEE to be related to direct measures of such need. 
30. This is what we already attempt to do through the Basic Need process. But we think, and we believe that Authorities and schools generally agree, that current methods have their limitations. A first step in improving them would, in our view, be a more robust measure of available capacity. This would need to provide a fairer baseline than at present against which to set forecast growth in pupil numbers. The next version of the Asset Management Plan Provisional Guidance, due to be issued later this year, will contain proposals for a more effective measure of available capacity. This might also serve to identify existing mismatches, especially overcrowding, which merit attention. Once that is done, we might identify a degree of mismatch which does not vary significantly between Local Education Authorities and which might be provided for by extending the per pupil allocation envisaged for suitability and condition (see paragraphs 33-39 below). Identified need beyond that level would trigger specific additional amounts, either at a flat rate as now or, recognising that providing new places becomes more expensive as the rate of pupil population growth increases, on an ascending scale. We would still assess deficits by area, but these might be more adaptable than the present fixed boundaries, perhaps based on planning areas in the School Organisation Plan. In fairness to all Authorities, there would also need to be a clawback or levelling mechanism to deal with instances where a forecast growth in pupil numbers did not materialise. 
31. The levels of funding available in each of the above cases would take account of the availability of other funds in Local Education Authorities and Dioceses, and would also be linked to the achievement by the Local Education Authority of intended outcomes on the provision of places. But we would expect to set the levels of funding available so that these needs did not exhaust DfEE's total available capital resources. Authorities' proposed responses to identified deficits would need to result from detailed appraisal processes which consider a full range of options for meeting need over an appropriate period. This would involve options other than new build where demographic trends suggest that needs might be temporary. 
Question 10
Do you agree that the above approach has the potential to provide a fairer assessment of sufficiency pressures than the present methodology? What other key changes, if any, would you suggest? 
32. Although it is fundamentally a sufficiency consideration, surplus place removal is more often pursued for value for money reasons. Projects tend to be put forward when the discounted future revenue savings from removing surplus places outweigh the capital cost of the work that is required4. It therefore seems more sensible to consider surplus place removal alongside condition and suitability considerations, which will enable projects to be assessed on their merits as good value for money. Here, as in other areas, Local Education Authorities will want to think more widely about the consequences for other services of tackling school premises issues. Community or non-statutory educational uses of otherwise surplus premises may, for example, be sensible alternatives to closure. 
Condition and Suitability 
33. Effective prioritisation and management of projects to deal with condition, suitability and surplus place removal can have a significant impact on both standards and value for money. Our approach needs to consider four key issues: 
· it is often possible for condition and suitability needs to be tackled together, and maximising the benefits from increasing standards in this way should be encouraged; 
· Local Education Authorities which have managed condition well over time (and the Voluntary Aided sector generally) may feel that they have not been fairly treated by the NDS regime which has generally sought to meet identified deficiencies in building condition; 
· there is advantage in expenditure decisions for capital, as for revenue, being taken as close as possible to the point of delivery. Both Grant Maintained and Voluntary Aided schools have shown that they are capable of managing a wide range of building work successfully, given the resources to do so; and 
· if capital is allocated by formula and there is no right to apply to DfEE for additional capital funds, there is a strong incentive to maintain school buildings well. 

34. We believe that there are significant benefits to be gained in the longer term from allocating resources to Local Education Authorities using a formula to enable them to tackle these issues and deliver the outputs specified in an approved Asset Management Plan. This would deliver a number of significant benefits: 
· local prioritisation of locally identified need within a framework based on wide consultation and agreed by DfEE; 
· a mechanism for targeting money locally where it can have the greatest impact on standards (for example, by prioritising projects which support the objectives in the Education Development Plan); 
· crucially, an incentive to spend wisely and not to neglect good asset management, because there could be no promise of later DfEE support to rectify poor stewardship of assets, and good stewardship will bring its own reward in the longer term in the form of savings released for spending on local priorities; and 
· Local Education Authorities would decide how best to provide capital incentives for schools to develop improvement projects - for example, through local competitive standards fund or seed challenge type arrangements. 

35. Local prioritisation (in line with the local policy statement in the Asset Management Plan) would then focus on the most important need in each area (bearing in mind the possibility of addressing more than one need at a time through some projects). Local Education Authorities with a good track record of maintenance (or those with a high proportion of structurally sound Victorian buildings which are inappropriate for the modern curriculum) could be expected to direct a greater proportion of their funds towards suitability issues. Others where the school stock is in a poor state might prioritise condition projects. Others might supplement their sufficiency allocations where that was deemed to be the local priority. Availability of other funds, disposable assets, or Diocesan funds to support Voluntary Aided projects, might also be expected to influence the prioritisation process. But the prioritisation process and criteria would have to be agreed through local consultation, taking full account of the views of all schools regardless of category. 
Question 11
Do you agree that a formula approach of this kind offers the best way forward for tackling Condition and Suitability needs? If not, what alternative would you propose? 
36. The formula by which we would expect to allocate capital to Local Education Authorities could be constructed in a number of ways. The simplest approach would be a per pupil formula, which has the merits of being straightforward and transparent. It would be possible to weight such a formula using variables like the number of schools or floor area. It would also be possible theoretically to build a larger number of variables into the formula, such as an assessment of the quality of an Asset Management Plan or an index of building condition. This would undoubtedly make the formula more complex and invite debate about the basis on which assessment of building condition or Asset Management Plans was made. Despite the attractions of reflecting all of these considerations in a formula, we believe that in this instance it is better to keep the formula simple and make allocations on a per pupil basis. That is the approach that has been adopted in recent ACG rounds; the reasons for it are set out below. 
37. We do not think it would be practicable to use the quality of an Asset Management Plan as a component of the formula. The assessment of Asset Management Plans, while as objective as possible, will inevitably involve the exercise of some judgement. Moreover, it would be wrong to penalise schools in a Local Education AuthorityÕs area for inadequacies in the local Plan. The rewards for good asset management planning (and the penalties for bad) should impact on the Authority itself. A good Asset Management Plan might bring longer term funding assurances for the Local Education Authority and freedom from close scrutiny by DfEE. Conversely, a poor Asset Management Plan would attract much greater scrutiny by DfEE, which would also keep more control over capital spending through the use of hypothecated SCAs and grant. For those subject to this regime, the advantages of improving their Asset Management in order to facilitate the flow of funding to them would be readily apparent. 
38. We think there is a better case, for which there is precedent elsewhere in Government, for putting in place financial incentives which would reward good performance in educational asset management. But whilst there are undoubtedly advantages in direct financial incentives being offered, we are not convinced that the benefits - the potential to lever up overall performance - outweigh the disadvantages - in this case the fact that money might be diverted away from the neediest schools towards those whose Authorities had the best track record. Authorities which manage their assets well will themselves reap benefits from better value for money as well as the freedom from DfEE intervention brought about by a sound Asset Management Planning process. 
39. We are also not persuaded that weighting a formula against an index of building condition would be justified. The formula driven element of capital allocations is designed to tackle those aspects of schools capital which are susceptible to local decision making and prioritisation, unlike the sufficiency issues which may be regarded as being largely outside the control of Local Education Authorities. Weighting for building condition would continue to channel more funds to those Local Education Authorities which have managed their estate least well over time. Moreover, the case for using an index for condition is no stronger than the case for using an index related to suitability (though the latter might be more subjective). 
Question 12
Given the greater levelling of the playing field over the next three years, do you agree with the proposal to move towards a simple pupil based formula? If not, why do you believe that the advantages of a more complex formula which takes account of other factors would outweigh the disadvantages? What greater complexity would you wish to see? 
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Timescale 
40. We cannot move to the arrangements set out in paragraphs 28-39 above immediately, for two main reasons: 
· a backlog of repair and maintenance remains; while it does, a formula approach is vulnerable to the charge that it directs resources away from the most urgent needs towards those Local Education Authorities which are better off. The New Deal for Schools programme has allowed us to start to address the worst elements of the repair and maintenance backlog. The resources made available in the CSR will allow us to continue that process. Only when we have moved substantially towards levelling the playing field will we be able, through Asset Management Plans, to shift the balance of allocation in order to reward good stewardship rather than to concentrate on the areas of greatest need; 
· it will take time for all Local Education Authorities to have adequate Asset Management Plans in place. The benefits to a Local Education Authority of receiving formula capital without further scrutiny by DfEE must be gained through an excellent Asset Management Plan and underlying process. 

41. We believe that the Local Education Authorities which are furthest advanced in preparing Asset Management Plans may take up to a further 18 months to produce high quality Asset Management Plans; others will be slower. NDS and the resources identified in the CSR will be available for the remainder of this Parliament, until 2001-02, which is also the earliest date by which the proposals for a single capital pot could be introduced. We believe that this is a realistic timescale to move towards the formula allocation system described above. We might aim to be able to allocate an increasing proportion of the total capital available for Condition and Suitability on the basis of a formula in 2000-01 and 2001-02, depending on the progress made by Local Education Authorities in developing excellent Asset Management Plans. Our aim would be to allocate all such funds by formula from 2002-03 onwards, although this too would depend on the progress made by Local Education Authorities in preparing their Plans. It might also depend on the extent to which, when condition and suitability issues were taken together, Authorities would be in broadly comparable positions. So in the meantime, the focus of NDS and other capital allocations on raising standards through dealing with the most urgent needs will continue. This will enable us to move as quickly as possible towards a position where a formula driven system can operate effectively. 
Question 13
Do you agree with this gradual approach to introducing a new capital funding regime? How can we ensure that it can be achieved to this timescale? 
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Delegation and Devolution of Funds to Schools 
42. The delegation of revenue monies to schools has been an established part of the funding mechanism for many years; schools in all sectors have welcomed the freedom and influence it has given to them. Following the Fair Funding consultation process, Ministers decided that from 1 April 1999 revenue funds for repairs and maintenance must be delegated to schools as part of a Local Education Authority's scheme of delegation. Only funds for capital expenditure on school premises5 can be retained by the Local Education Authority. 
43. We expect that the responsibility given to schools for the money spent on repairs and maintenance will encourage them to exercise good stewardship over school premises. But we believe that some devolution of capital would also help to strengthen the sense of responsibility for school premises among Governing Bodies, and would complement the arrangements for the delegation of repair and maintenance monies. 
44. Devolution of capital from Local Education Authorities to schools was raised in the Fair Funding paper. Ministers are keen to ensure that all categories of school should have the opportunity to manage some capital works, and are attracted to the idea of providing formula funds to schools which they can then use either for minor capital works or as a contribution towards major work. Well spent capital will yield value for money savings to schools' revenue budgets, while prudent spending on maintenance will enable them to use scarce capital for projects other than emergency repairs. 
45. Following the Fair Funding consultation process, Ministers decided that more work was needed to examine how capital funds might best be devolved to schools. We believe that this could work much as it did in the Grant Maintained sector. Local Education Authorities would retain capital funds for strategic work which might be single projects or work on a wider basis across the Authority. Schools would have an entitlement to formula capital, and could decide within parameters whether it should be: 
· used for minor projects within the school's control; accumulated over a number of years to pay for a more major project; used as a contribution towards a major project in the school sponsored (and partly funded) by the Local Education Authority from its strategic capital budget; 
· or any combination of these three. It would be possible for schools to add to their formula capital from savings in revenue budgets, but not to move money out of the devolved capital allocation into revenue budgets. Schools would need to be able to carry forward unspent surpluses (and, within reason, deficits) if this freedom is to be worthwhile. 

Question 14
How can we make devolution of some capital funds to schools operate most effectively? 
46. Some schools might not want to take up their formula capital allocation, but would prefer to leave it in the management of the Local Education Authority, albeit earmarked for the use of that school. Others might want to form clusters, pooling their formula capital on a mutual self help basis and deciding collectively on its use. These arrangements might operate at the level of a Local Education Authority or, in some areas, the appropriate cluster might be smaller and based on geography or community interest. Voluntary Aided schools might wish to form clusters based on Dioceses. We are keen to ensure that the arrangements introduced are workable and do not threaten existing good practice, but they must achieve Ministers' key objective of giving schools discretion over some capital expenditure. 
Question 15
Do you agree that individual schools should be able to decide whether to take up their allocation of formula capital or leave it on an earmarked basis with the Local Education Authority? If not, what other arrangements would you propose to administer formula capital? 
Question 16
Do you think that the above approach of joining together in groups would work? Are there other alternative ways of using formula capital? If so, what would you suggest? 
47. Clearly, it would be important to ensure that the amount of money available to schools through a formula capital allocation is sufficient to provide them with some realistic discretion. That does not necessarily mean the sums have to be large. Moreover, capital money made available to schools as part of a formula could only come from within the (significantly increased) total sums of money now available for schools capital. Maximising its impact will therefore require co-ordination between schools and Local Education Authorities on how best to spend both devolved and strategic capital. We would expect this work to take place as part of the Asset Management Planning process in the context of considering how best to fund priority projects. Local Education Authorities might reasonably expect a contribution from formula capital to major projects in a school for which they were providing capital funds. It would not be unreasonable to expect the school to put a significant stake of the capital money under its control into such projects. To the extent that this happens, it would represent a redistribution of existing budgets rather than a need for extra money. Schools which had spent their formula capital in line with agreed Asset Management Plan priorities might expect a more sympathetic hearing from the Local Education Authority when they are seeking funds for major capital work. 
48. Subject to the views expressed in this consultation, we think it should be possible to introduce arrangements for a formula capital allocation to schools with effect from 1 April 2000. 
Question 17
What will we need to do to make this timescale achievable? 
49. Seed challenge schemes of the kind run by the Funding Agency for Schools (FAS) provide a further opportunity to encourage enterprise among schools, and to enable them to initiate and manage capital works. The FAS scheme has provided an opportunity for schools to secure public money and raise private and other funds themselves for projects which, whilst important to the school, might not have been high priorities in a wider context. We would like to ensure that mechanisms are available whereby schools, where they can access private and other funds (possibly also to include their accumulated formula capital and any savings from their delegated budgets), would be able to apply for support through a seed challenge arrangement. 
50. It might be possible in future years to set aside a budget for a seed challenge programme. This could be run at a national level. But we think that DfEE is too far from the point of application of the funds to be able to make informed decisions on individual projects of this kind. We think it would be better to make the budget available for Local Education Authorities who could satisfy DfEE through their Asset Management Plan that they could run a programme effectively. If a balance of funds was held nationally, this could be made available for schools in Local Education Authorities which could not, or did not wish to, run such a programme, and might be targeted towards specific national priorities. 
Question 18
Do you agree with these proposals for providing a form of seed challenge money to attract private and other funds? Do you think this is the right approach to running such a programme? If not, what do you think would be a better alternative? 
51. There are also other sources from which schools can access capital resources. A number of schools have already sought Lottery funding for particular developments. By taking part in (or even taking the lead in) broader local initiatives - such as the Sure Start programme - schools may both strengthen their role as key elements in local communities and be able to access additional capital funding. Such activity should not be seen as a distraction, but as complementary to schools' efforts to raise standards. 
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Fairness 
52. Any approach to the allocation of capital will only secure widespread acceptance if it is fair between areas of the country, Local Education Authorities and sectors. In particular, we will need to find ways to ensure that the Asset Management Planning process allows the views of Voluntary Aided and Foundation schools, as well as Community schools, to be taken fully into account. Ensuring thorough consultation on principles and practice is likely to be the best way forward. But we think it will be necessary, initially at least, to distribute a proportion of the budget in the form of hypothecated Supplementary Credit Approvals to provide a funding vehicle for needs at schools in Local Education Authorities where we do not have sufficient confidence in the Asset Management Planning processes. These would not be additional allocations and would form part or all of fair capital funding for those Local Education Authorities. 
53. The most complex set of issues in ensuring fairness arises out of the statutory provisions governing the financial responsibilities and funding arrangements for capital and repair works in Voluntary Aided schools. These date back to the 1944 settlement. We believe that as a matter of principle it is now desirable to converge the allocation systems for all categories of school as far as possible without destroying the essential elements of difference. Moreover, as indicated below, we think that this approach has the potential to represent a fairer deal for the Voluntary Aided category. 54. Historically, Voluntary Aided schools have had access to both repair grant and similar grant through the Voluntary Rationing Scheme (VRS). This has meant that VA schools have been able to access funds directly from DfEE to conduct urgent premises work relating to condition, some of which other schools will now be able to fund from their delegated budgets. The relatively easy access to repair grant for work at Voluntary Aided schools has inevitably reduced the amount of capital that could otherwise have been provided for new VA schools and improvement projects. It has also meant that Voluntary Aided schools have tended to secure a smaller share of New Deal for Schools money because of the emphasis of this programme on condition projects as well as standards. We believe that by implementing the arrangements set out below the system can be made fairer and, in time, much simpler for Voluntary Aided schools. 
55. The first step to achieving this is to ensure that the delegation of funds for repairs and maintenance to schools can apply in the Voluntary Aided sector as in other sectors. From 1 April 1999, Local Education Authorities will delegate to Voluntary Aided schools the funds to meet the Authorities' responsibility for internal repairs at these schools. With regard to Governors' liabilities, and in order to mirror the arrangements for delegation of repair and maintenance money in Community and Foundation schools, we think it would be right to combine the revenue elements of repair grant and VRS (repairs) into a single pot of money. This pot would be allocated notionally by formula to individual Voluntary Aided schools and ring-fenced for their use. As grant can only be paid to Voluntary Aided schools against expenditure committed or incurred, the notional formula allocation for each school would be held centrally. However, it would be able to be accessed by individual schools to pay for repair work, subject to the GovernorsÕ usual minimum contribution of 15% being made. This arrangement would provide Voluntary Aided schools with the same security of funding and ability to plan for the future that delegation of repairs and maintenance money will give to other schools. It would have the advantage that all funds for revenue repairs would be under the control of Voluntary Aided schools. We would seek to keep the administration as simple as possible but would need to ensure that necessary central checks were carried out to ensure conformity with legislation. 
56. We would also wish, whilst respecting the essential differences, to mirror as closely as possible in Voluntary Aided schools the arrangements for devolved capital in Community and Foundation schools. The arguments in favour of such an approach are the same for Voluntary Aided schools as for others. Moreover, we think that this would enable Voluntary Aided schools to argue their case for a fair share of all available capital resources. 
57. Assuming that the formula capital arrangements described in paragraphs 43-48 above are implemented, this would require formula capital to be made available to Voluntary Aided schools from within the overall Voluntary Aided capital budget. As with revenue funds (referred to in paragraph 55 above), capital could only be made available to Voluntary Aided schools in respect of expenditure incurred and the Department would need confirmation that the minimum Governors' contribution of 15% had been made, where appropriate. But DfEE could allocate a notional formula allocation to Voluntary Aided schools from April 2000. It would be possible for Voluntary Aided schools, as for others, to handle this in a variety of ways; if they wished to operate in a cluster, some might want this to be based on a Diocese. 
Question 19
Do you agree that it is right to mirror as far as possible in the Voluntary Aided category the arrangements for devolving capital to schools which will apply elsewhere? Is this the fairest way to do it? If not, what alternatives would you suggest? 
58. We will need to ensure that funding mechanisms do not create unintended inequities between different categories of school. We recognise that costs can vary between categories - for example, because of the different treatment of VAT - and that some of the responsibilities of Governors are different. For example, Voluntary and Foundation Governing Bodies have responsibilities which go with ownership of premises and employment of staff. Moreover, the existence of GovernorsÕ statutory responsibilities in the Voluntary Aided category, the need for Governors to find a contribution, and the different approaches to ACG and grant funding, complicate the calculation of how far DfEE supports projects at an equivalent level, regardless of category. Historic differences in funding mechanisms - for example, the availability of repair grant at the expense of money for improvement projects in the Voluntary Aided category, have distorted the funding system to the point where it is hard to be sure whether it is fair to all categories or not. 
59. We believe that an approach based on Asset Management Plans and formula allocations to schools will be a significant step forward. The Asset Management Planning process should make it possible for Local Education Authorities to deliver resources within the same overall local funding level to support the highest priority projects, whatever the category of school. For DfEE to be able to respect Local Education Authorities' agreed priorities arising out of an excellent Asset Management Planning process, and to be able to react to decisions with capital consequences taken locally by School Organisation Committees, the arrangements for capital support will need to permit this kind of local flexibility, with a switching of funds to match these aggregated local decisions. 
60. These imperatives will also require a simpler process for the allocation and payment of grant to Voluntary Aided schools. DfEE is considering at present how to streamline that process in discussion with the Churches and Local Education Authorities. At the very least, we expect a simpler Voluntary Aided grant process to emerge from that exercise, although we are also looking to see if there is a more effective way of aligning the Voluntary Aided system with the rest of our approach to capital allocation. 
61. The implication of the arrangements proposed above is that it will not be possible to monitor at a national level that the capital funding flowing to each category is in direct proportion to its size. In the past, DfEE has sought to ensure that the global sums available are broadly equitable between sectors. In the system we now propose, each school will have a fair opportunity to secure funding for its needs, prioritised against agreed local criteria, through the Asset Management Planning process. We think that this approach (based on equality of access to funds to meet identified need6) will be better at delivering fairness between categories of school than nationally determined global allocations. Over time, there should be no reason to expect significant funding disparities between different categories of school. 
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The Place of Public Private Partnerships 
62. The significantly increased levels of PFI credits for education following the Comprehensive Spending Review both recognises and supports the momentum which has been achieved in using PPP to tackle schoolsÕ capital issues. Its level indicates that we should no longer regard PPP as a minor addition to our capital resources, but as a key part of them which needs to be targeted on the highest priorities. We need to take full advantage of the potential of PPP to deliver value for money and to force consideration of the lifetime capital and revenue costs of different options. We also need to recognise that PPPs can cut across the different strands of premises expenditure, and have an impact in all areas. 
63. We need to ensure that: 
· the most cost effective method of procurement is used in each individual case (and that local decision making is not skewed by unwanted anomalies in the funding mechanism); 
· the momentum which has developed in schools PFI can be sustained and confidence enhanced; 
· conventional capital and PFI credit allocation processes take due account of one another; and 
· we take into account the fact that PPP relieves Local Education Authorities of the need to spend capital other than the PPP charge for a number of years; logically, the grant of a PFI credit should reduce a Local Education Authority's right to capital in future years. 

64. In practice, we think that this could be made to work as indicated below. We would continue to allocate PFI credits to projects on the basis of scrutiny against Ministerial priorities (perhaps using Asset Management Plan information to test the extent to which PPP projects are tackling the most urgent local need), but: 
· where a PPP solution represents better value than a conventional approach to Sufficiency (this is likely in the case of, say, a new secondary school), DfEE would make PFI credits available in lieu of ACG (there would therefore be more ACG available for distribution to all Authorities); 
· where a PPP approach is chosen for condition, suitability or surplus place removal projects, account should be taken of the existence of the PFI credit by a reduction in the Local Education AuthorityÕs formula allocation in subsequent years. 

65. In the case of sufficiency, we would question whether it is right to continue to provide PFI credits equivalent to the full capital value of projects. Were the projects to proceed conventionally, the ACG allocation would only provide part of the costs of initial construction (and might not even do that for an Authority with significant receipts), and none of the lifecycle replacement costs. PPP thus represents a much better deal for Authorities, regardless of whether it is really the best value solution. Reducing the level of PFI credits given to a scheme has the potential both to ease this disparity and to enable DfEEÕs allocation of PFI credits to support more projects. But we would not wish to do so in a way which eliminated the attraction of PPP as a procurement mechanism, or in a way which threatened the development of PPP by raising significantly greater difficulties of affordability for Local Education Authorities. 
Question 20
Do you agree that it would be desirable to bring PFI credit allocations for sufficiency projects more into line with our current approach to providing ACG for similar projects? What proportion of the value of a project should a PFI credit provide? 
66. Similarly, in the case of condition and suitability projects, the key decision will be the extent of the abatement of the formula. Here too there is a balance to be struck between ensuring that PPP is chosen only where it represents good value for money, and maintaining the advantages of PPP procurement which have encouraged its growth in the schools sector7. 
67. It would be possible to abate the formula allocation to a Local Education Authority by the full value of the revenue stream triggered by a PPP credit. In theory, that should eliminate the financial advantages of a PFI credit and thus ensure that PPP was selected as a procurement mechanism only where it delivered better value for money in tackling high priority work. In practice, this approach would probably represent too much of a disincentive to PPP which is still a relatively young procurement mechanism. Without some additional incentive, Local Education Authorities might be reluctant to take on the cost and effort involved in a PPP project in order to secure the value for money advantages. It will also sometimes be necessary for an element of lower priority work to be included in a PPP package to make it commercially viable. Local Education Authorities would not wish such work to be undertaken in preference to higher priority work which would have to be forgone if the formula was abated by the full value of the PFI credit. 
68. There are other less severe options. The formula allocation might be abated by a set proportion (say 50%) of the value of the PFI credit. Or we could seek to abate the formula by an estimate of the non-priority work included in the project8. The latter would encourage Local Education Authorities to maximise the proportion of high priority work in any PPP package, but would be more complex to calculate. A similar effect could be achieved by granting PFI credits only for work within a project which would have been high priority, requiring Local Education Authorities to find the rest of the cost from their own resources (including formula allocations). We think that an approach along these lines would be the fairest. 
69. We also think that it would not be right to apply an abatement to those Local Education Authorities who have blazed a trail for PPP, and which adopted the approach they did on the understanding that they would be funded to the full capital value of a PPP project by PFI credits. It would be sensible to start applying an abatement at the same time as moving to a fully formula based system, as proposed in paragraphs 40-41 above. 
Question 21 Do you agree that we should abate Local Education Authorities' allocations of formula capital by reference to projects for which they have received PFI credits? How do you think the abatement should operate? When would it be reasonable for such an abatement mechanism to come into effect? 
70. We believe that, taken together, these approaches will help to integrate PPP into our capital programme and ensure that, as far as possible, it contributes to the funding of the highest priority projects. We also believe that this will provide the right balance of incentives for Local Education Authorities to choose the funding mechanism which delivers best value and is most appropriate to a particular need. These are, of course, objectives common to all Departments which support PPP in Local Authorities. It is not clear how well an approach designed to form part of our strategy for schools capital would fit with the arrangements which need to operate in other sectors. But we would expect to consider how widely applicable this, or other, approaches might be in the light of responses to this consultation, and in the context of wider thinking about developments in the funding of PPP projects. 
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Conclusion 
71. In summary, this analysis suggests a funding model in which all allocations of funding from DfEE to Local Education Authorities, and from Local Education Authorities to schools, are driven by the Asset Management Planning process. Ultimately, there will be no need for regular bidding exercises for particular capital initiatives. Projects tackling sufficiency needs will be supported by DfEE through the ACG and Voluntary Aided grant systems, or through PFI credits where a PPP solution has the potential to offer better value. Condition and suitability issues (prioritised against local need through the Asset Management Planning process) can be tackled by Local Education Authorities, Dioceses and schools using an allocation determined by formula (or through PFI credits if that route demonstrates better value for money). 
72. From a school's perspective, this implies: 
· that while the Local Education Authority would continue to control major capital expenditure (for example, building new schools or major refurbishment programmes), it would do so in line with an Asset Management Plan on which the school would have been consulted; 
· that schools would have much more control over the planning and management of capital programmes affecting them, with responsibilities clearly defined in local Devolved Funding schemes and access to resources to discharge those responsibilities; 
· that schools might have the opportunity to enhance their funding through local competitive standards fund or seed challenge type arrangements run by the Local Education Authority (schools might be held accountable for using these funds to deliver outputs agreed as part of the Asset Management Planning process); 
· that schools would have both the opportunities and the responsibilities conferred by management of their own premises-related revenue (and some devolved capital) budgets. 

73. We believe that these arrangements would be in line with the principles for a capital allocation system set out in paragraph 15 above, and offer the prospect of a fairer and more effective system of allocation. We also believe that they would address most of the historical anomalies which exist in the current system. 
Question 22
Do you have any other comments on the general approach outlined above? Are there anomalies or other issues in our capital arrangements which we have not tackled? If so, what are they and what would you want us to do about them?
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Responding to this Consultation Paper 
Queries about this consultation paper should be addressed to: 
John Kirkpatrick 
Schools Capital and Buildings Division 
DfEE 
Sanctuary Buildings 
Great Smith Street 
London SW1P 3BT 
Tel: 0171 925 6829 
Fax: 0171 925 6987 
Responses to this consultation paper should be sent by Friday, 30 April 1999 to: 
John Madden 
Schools Capital and Buildings Division 
DfEE 
Sanctuary Buildings 
Great Smith Street 
London SW1P 3BT 
Fax: 0171 925 6987 
or by email to Schools.Capital@dfes.gsi.gov.uk 
The Department may, under the terms of the Code of Practice on Access to Government Information, make individual consultation responses available on public request unless individual consultees have asked for their comments to remain confidential. 
Additional copies of this paper may be obtained from: 
Department for Education and Employment Publications Centre 
PO Box 5050, Sudbury, Suffolk CO10 6ZQ 
Tel: 0845 602 2260 
Fax: 0845 603 3360 
Minicom: 0845 605 5560 
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ANNEX A 
DfEE'S proposed approach to appraising asset management plans 
1. We would expect to assess the quality of Asset Management Plans against a number of key features, including: 
· the robustness of systems for gathering, analysing and updating relevant data; 
· the objectivity and comprehensiveness of arrangements for identifying and prioritising capital needs, including consultation with schools and other relevant bodies; 
· the efficiency and effectiveness with which Local Education Authorities manage capital, including ongoing maintenance; and 
· their track record in securing promised economic and educational benefits at reasonable cost. 

2. Judgements under each of these headings would be derived from scores against explicit performance measures, which would be known to all Local Education Authorities, Dioceses and their schools. We set out below some of the areas in which we would be interested, and how we might go about assessing them.We would welcome comments on this framework. 
</TBODY>


<TBODY>Quality of data-gathering and analysis


Measure 
Accuracy of School Capacity Data
How Assessed 
As part of Capacity Survey analysis.
Spot checks of Asset Management Plans supplemented by site visits.
Intelligence from general Local Education Authority/school visits.
Comparison with previous capital applications.

Measure 
Robustness of Pupil Forecasts


Robustness of Condition ratings and related premises information
How Assessed: 
Visit observations: for example, housing developments; appropriateness of planning areas; and geographical features affecting travel to school. 
Track record of earlier years forecasts from cumulative central records.

Selective scrutiny of local survey evidence and sample spot checks.

Adequacy of Processes


Measure 
AMP adequately reflects capital of local Plans
How Assessed 
Capital consequences of SOPs, EDPs, consequences EYDPs, Class Size and NGFL Implementation Strategies, and SEN Policy issues are adequately reflected in Asset Management Plans.

Quality of Suitability judgements
Appropriateness of curriculum-related building analyses.
OFSTED inspection action points as necessary.

Adequate consultation with, and involvement of, schools and other bodies
Openness, fairness and transparency as shown in Policy Statements.
Visit intelligence that systems operate as described and strength of local endorsement of the arrangements.
Visit intelligence that schools given the choice of managing all building projects.

Fair Funding
Visit intelligence that systems operate as described and strength of local endorsement of the arrangements.
"Application ratios" for school sectors checked and compared against norms.
Complaints by schools and others logged and followed up.

Clear arrangements for delegation of repairs and devolvement of formula capital
Extent and clarity of delegation in Devolved Funding Schemes.
Local Education Authority monitoring arrangements against repairs and maintenance benchmarks.
Outturn spending figures checked against benchmarks; selective follow-up visits.

Measure
How Assessed 
Visiting intelligence that systems operate as described and strength of local endorsement of the arrangements.
Relevant OFSTED Local Education Authority inspection findings and anecdotal evidence of school initiatives 

Securing commitment from schools
Visit intelligence that school funding processes in Asset Management Plans operate as described and strength of local endorsement of the arrangements.
Schools understanding of needs of others and relative priorities; local feedback arrangements.
Strength of links between building work and educational standards and explicit links with individual SDPs.
Ingenuity and innovation in proposals for seed funding

Funding Mechanisms
Appropriateness of funding mechanisms (including PPP) employed or considered for capital delivery.


Quality of Outputs


Measure 
Keeping supply of, and demand for, places in reasonable balance
How Assessed 
Analysis of returns for changes in incidence of unfilled capacity; and avoidable overcrowding.
Returns compared selectively with Asset Management Plan data to compare actual with potential best use of available capacity.

Effectiveness of building programmes
Improvements in building performance over time for Suitability and Condition from Asset Management Plan data and spot checks of completed schemes.
Outcomes compared with proposals (over time) using cumulative records.
Impact of building work on standards.
Anecdotal evidence from selective visits to, and interviews with, schools.

Efficiency and Economy of building programmes
Building programmes rated against costbuilding Programmes and space benchmarks.
Appropriate balance between repairs and Extent to which denominational aspirations met Evidence from Voluntary Aided capital applications, conferences and seminars, and contacts with Churches.
Relative Voluntary Aided surplus and overcrowding compared with norms.
Anecdotal evidence from interviews with Dioceses and Voluntary schools.
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ANNEX B 
Implications of the Single Pot 
1. The White Paper "Modernising Local Government" states that, following the endorsement of the proposals put out for consultation last year, the Government has decided to brigade the bulk of Local Authority capital allocations into a Single Pot from which Authorities will receive a single allocation of credit approvals based on a single assessment by Central Government. This assessment would be based on a system in which a needs-let indicative formula allocation would be adjusted in the light of judgements about AuthoritiesÕ corporate strategies and performance against announced indicators. These arrangements would be introduced no earlier than 2001-02 - that is, applications, assessments and allocations in the summer and autumn of 2000. Support for work at Voluntary Aided schools would not be included in these arrangements. 
2. The detail of the generalised formula is still to be determined - at the outset it might be an aggregate of (simplified) current service-specific indicators. Basic need, surplus place removal of Special Educational Need-specific allocations would survive in their present form, though a more generalised way of measuring differential sufficiency pressures might be accommodated. 
3. Also to be determined is the process by which raw formula allocations would be adjusted to reflect quality of plans and performance though clearly performance indicators would include service-specific measures as well as an assessment of corporate plans. 
4. All this detail is to be subject to further formal consultation as is the scope of the Single Pot. The White Paper indicates that funding necessary in the short term to support policy initiatives would be outside the Pot. As paragraph 41 suggests, New Deal for Schools, the National Grid for Learning and class size capital would fall into this category. It is also possible that abnormal needs - for example, a major reorganisation - might be taken aside and funded separately (or perhaps top-up funding provided) through supplementary credit approvals. 
5. The DfEE's capital strategy is underpinned by the same principles as the Single Pot, with resources delivered through a simple formula, careful monitoring of processes, plans and performance, and rewards in terms of assurance of future funding and a greater degree of local autonomy for those who measure up to demanding standards of performance. 
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GLOSSARY 
ACG Annual Capital Guidelines 
AMP Asset Management Plan 
BCA Basic Credit Approval 
CSR Comprehensive Spending Review 
DfEE Department for Education and Employment 
FAS Funding Agency for Schools 
ICT Information & Communication Technology 
LEA Local Education Authority 
NDS New Deal for Schools 
PFI Private Finance Initiative 
PFI Credit A form of notional Credit Approval used to 
support PPP projects 
PPP Public Private Partnership 
SCA Supplementary Credit Approval 
VA Voluntary Aided 
VRS Voluntary Rationing Scheme 
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