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Spending Review Planning
	
Summary

Ofsted’s high level Spending Review savings proposals plan was approved by Executive Board and shared with the Department for Education officials on 27 June. This paper summarises the work that has been undertaken to develop these proposals since 27 June and sets out the timescales for completion of the detailed plan


	
Recommendation

Board members are invited to comment on Ofsted’s approach to Spending Review planning and the associated timetable.


Background
1. Ofsted has shared its High Level Plan for Spending Review savings proposals with The Department for Education officials that will enable it to cut its costs from a budget baseline of £200m in 2010-11 to £142.6m by 2014-15.  
2. The savings proposals were analysed into three areas: direct inspection, inspection support and corporate services and transactions and in total were £3.8m in excess of the requirement to achieve the target funding by 2014-15.  The proposals are summarised in the following table
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Budget 

2010-11

Total 

Savings

Savings 

Reduction

£m £m %age

Direct Inspection

Maintained and Independent Schools 55.5 (13.1) (24%)

Social Care & Childrens Services 8.6 (3.0) (35%)

Childrens Services Assessment 1.7 (1.7) (100%)

Learning and Skills 11.6 (3.8) (33%)

Early Years 30.9 (9.9) (32%)

Total Direct Inspection 108.3 (31.5) (29%)

Inspection Support 44.2 (17.7) (40%)

Corporate Services 32.4 (13.0) (40%)

Corporate Transactions 15.1 (9.3) (61%)

 

Total  200.0 (71.5) (36%)

Inflation & 2% per annum 10.3

Total Net Savings (61.2)

Budget Baseline 2010-11 200.0

Revised Budget Baseline 138.8

Approved Funding 142.6

Surplus/(Shortfall) in funding 3.8


3. The savings proposals have also been shared with the Trade Union Side, TUS, and with staff through a series of ‘Keep in Touch’ presentations. These presentations have emphasised the ‘work-in-progress’ nature of the current plan and a process is being set up via the intranet to collate questions and to keep staff up to date with progress as we develop the plans further. 
4. Work to develop the proposals into more detailed and robust plans is well advanced for direct inspection, corporate services and corporate transactions.  Plans to achieve the 40% inspection support target savings are being developed in a series of manager-led reviews.
5. The initial aim is for detailed plans to be in place by December 2011, setting out how Ofsted is to achieve the target savings by April 2014.  However, it is recognised that this timetable is aspirational and remains fluid. It is dependent upon discussions with and feedback from a number of external stakeholders, such as the Department for Education and the Department for Business Innovation and Skills, and any necessary legislation being in place. Time for consultation and negotiation with the Inspection Support Providers will also need to be factored in.
6. Darryl Nunn met with John Roberts on 9 July to review the Spending Review plans.  John was supportive of Ofsted’s approach.
Progress since agreeing the High Level Plan
7. The High Level Plan was shared with The Department for Education officials on 27 June and feedback was received at the The Department for Education Keep in Touch meeting in July.  The views of The Department for Education may have a significant impact on the delivery of the savings over the Spending Review period and may result in additional savings proposals being identified to meet the funding target.
8. Work to develop the direct inspection proposals with Directors and their senior team has been ongoing but has been understandably slow.  Directors have little update on proposals until The Department for Education views are received and therefore are unable to progress significantly.  Some work has been possible and this has focussed on exploring the detail of the high level plan to complete the qualitative data, understand and capture potential investment and ongoing costs and capture the impact on inspection contracts and on staffing.    
9. Information Services have reviewed the high level proposals to give an early view on the potential IT investment and ongoing infrastructure impact.  At this stage it is too early to be robust with the assessment of potential IT costs as further development of the proposals and additional information is required. 

10. The delivery of the direct inspection proposals will impact upon some functions within inspection support and corporate services and may assist in the delivery of their 40% savings target.  The potential impact on inspection support and corporate functions is being captured in the ongoing work on direct inspection and this will be fed into the reviews in those areas.  
11. The Executive Director is leading a small group to co-ordinate a rolling programme of manager-led reviews, using LEAN principles, of inspection support to achieve the 40% target savings in these areas.  External LEAN expertise has been seconded to the group for a period of six months to help realise the greatest efficiency and cost saving.  The first reviews are planned in Performance and Support and the National Business Unit in the Delivery Directorate and support functions in Development and Strategy.  Reviews in Scheduling and of Inspection Data and Insight are already underway and will be considered as part of the group’s work. It is recognised that there will be a number of interdependencies between these reviews and the proposals for savings in direct inspection work. 
12. Work was undertaken last autumn to identify savings of 40% across corporate services.  This work is in the process of being re-visited to ensure that the 40% target can be achieved and is committed to, and the extent of any investment required in order to achieve this is being assessed.  Progress on delivery of the savings target is being monitored by the Efficiency Working Group which is a sub group of the Finance & Resources Directorate Management Team and is being led by the Director, Finance & Resources. This work will also now be supported by the seconded LEAN expertise.
13. Corporate costs, where controllable, are also under review.  This includes the current strategic review of accommodation.
Forward Look 

14. The finalisation of the Spending Review proposals and budget for 2012-13 is planned for the end of December 2011, subject to the observations around the probability of meeting this target date in Paragraph 6 above.  The proposed approach to setting the budget for 2012-13 was presented to Executive Board on 7 September 2011.  This is being aligned with both the Spending Review planning work, as an integral part of it, and preparation of the Corporate Plan.

15. There is still a significant amount of work to be completed before the High Level Plan becomes a detailed and workable operational plan and before a medium term financial plan can be fully developed.    
16.  The completion by the end of December is dependent on the views and feedback of The Department for Education and the Department for Business Innovation and Skills.  If The Department for Education accept the high level plan then the ongoing work will put us in a good position.  However, regular review and update time needs to be set aside and regular consideration by Executive Board is required to keep the timetable on track.  
17.  Updates will continue to be provided to the Board on a regular basis.

Darryl Nunn

Director Finance and Resources
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