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3.1

Introduction

3.1.1
This section identifies some common themes that feature in good strategic plans to emphasise how the financial budgeting process should be developed and linked to the strategic direction of the school well beyond one year.  It is not appropriate for the LEA to impose on schools a standard format for a strategic plan.  A standard format would unduly constrain school decision making because standardisation runs the real risk of misrepresenting the key purpose of preparing a strategic plan.  The purpose is to maximise the effectiveness of a school’s decision-making process from the best use of local skills, knowledge and experience.  This section therefore is not intended to be a definitive guide to strategic planning.  There is a wealth of other publications on this subject, including guidance from the Department for Education and Skills, the Audit Commission and OFSTED, from which to draw reference.  Each school should adopt its own methods to best suit their needs and circumstances.

3.1.2
A strategic plan is an expression, in a deliverable form, of how an organisation intends to achieve its aims and objectives well beyond one year.  To secure effective management of the school, it should be used as a working document for staff and governors to establish commonly shared and accepted aims and objectives.  Ideally, it will contain a practical and deliverable mission statement to define the essential purpose of the school.  The plan will consider where do we realistically want to be and how do we realistically aim to get there.  Its purpose will only be fulfilled if it is closely aligned and linked to the school's educational development plan.  A deliverable strategic plan, or development plan, ought to encompass all the activities of the school.

3.1.3
By establishing a working timetable of planning processes for drawing together relevant information on all aspects of school activities, an effective strategic plan can be developed to cover a period of at least the next three to five years.  The strategic plan can then be used as the framework for preparing and delivering the detailed annual budget and the second and third year outline budgets required by the LEA.  The timetable for completion of these budgets is set out in Section 1 Appendix 3A and further guidance on preparation is given in paragraphs 3.5.11 to 3.5.24.

3.2

Benefits of Strategic Planning and Financial Planning

Introduction

3.2.1
Planning helps to identify a school’s strengths (S) and weaknesses (W) as well as opportunities (O) and potential problems or threats (T).  This identification process is commonly known as SWOT analysis.  Both internal and external factors must be addressed to achieve optimal use of limited resources.  Strategic planning, if used properly, is enormously beneficial to all decision-making organisations, including schools.  It provides a vital sense of purpose.

Focus
3.2.2
Planning helps to determine the school's aims and objectives to give purposeful direction.  Decision-making should be focused on deliverable outputs and therefore resource input should be rigorously challenged in terms of measurable added value in both the short term and the long term.

Communication
3.2.3
The planning process should include establishing timescales, and identifying the communication channels to ensure comprehensive input to the plan.  It is essential that staff and Governors, in order to ensure greater understanding of, involvement in, and commitment to the long-term goals of the school, shape aims and objectives.

Framework for Decision Making and Efficient Use of Resources

3.2.4
By gathering relevant information on resource requirements and the likely limits on resource availability, decision-makers can make informed judgements on different options and project feasibility.  There is always a case for more resources, however the school’s governors must discharge a key responsibility to ensure that the education curriculum is delivered from an efficient use of limited resources.  Educational standards must be delivered from within a limited financial resource.  Using a benchmark of last year's resource plus 2%, for example, is not likely to be a sound framework for decision-making.

Prioritising Tasks and Achievement of Objectives

3.2.5
By drawing together all the activities of the school in the form of a strategic plan, tasks can be prioritised and placed in a structured process of regular monitoring to evaluate the achievement of the school's objectives.  Whether decisions are relatively easy or at times most difficult, these decisions can be objectively made from a carefully agreed and measurable list of options.

Sector Wide Implications

3.2.6
Strategic planning is important for the education sector as a whole.  It identifies future needs that can be objectively fed into public sector planning.  By collating all of the school's individual strategic plans into a plan for the sector, this informs the debate on public expenditure allocation to assist in providing adequate future funding levels.  However, financial constraints at the level of individual school planning must not cause the governors to set a financial deficit budget.

3.3

Factors to Consider within the Strategic Plan

Introduction
3.3.1
The format of the strategic plan will very much depend upon the individual needs and circumstances of the school.  The plan should cover a period of three to five years, reviewed and modified on an annual rolling basis so that a medium term planning horizon can be maintained.  It should be a coherent and comprehensive document showing the relationship between the financial and academic years and how this links with the annual budget.  Although there is no standard format, there are certain common themes that should be considered for inclusion in the plan.  An outline of these themes is given in paragraphs 3.3.2 to 3.3.10.

Aims and Objectives

3.3.2
A statement is required to indicate how a school aims to provide for its pupils and how staff will achieve these aims.  This could be in the form of global objectives or a mission statement, but should be fully supported with more detailed and deliverable objectives capable of measurement.  Typical common themes to be addressed in individual departmental plans are listed below and should be set in the context of how the school, in practical terms, is to develop in the longer term.

Curriculum Activities

3.3.3
A statement of intentions is required to show how the school will deliver the curriculum targets.  This statement will cover resource implications, a timetable and any accommodation requirements.  It will also include policies on developing curriculum activities.

Pupils
3.3.4
The admissions policy of the school and policies towards discipline, welfare and special needs is required to be stated.  Given the sensitivity of funding driven primarily by pupil numbers, a forecast of those numbers should be included within a strategic plan.  Projected learning needs of pupils should also be evaluated as these will directly feed into funding and staff resources.  Forecasts of pupil numbers and projected learning needs should be regularly reviewed and responses should be planned as early as possible.  These forecasts will foster proactive and not reactive management.

Staffing
3.3.5
A staffing policy is required which considers management responsibilities, structure appropriate to the size of the school, age profile, staff development needs, the mix of staff between full and part-time, and teaching and non-teaching.

Capital Development and Maintenance

3.3.6
There is a requirement to plan for capital development or refurbishment (prioritised into required, highly desirable, less pressing) with an indication of timing of projects and funding sources/availability.  A schedule of regular maintenance needs for premises and policies for equipment replacement should also be considered.  Plans should clearly show how the school's policies for maintenance over time, as well as enhancement, will be implemented.

Finance
3.3.7
In broad terms, financial projections are required to cover the period of the plan that can then be translated into working budgets on a three-year basis (year one detailed, years two and three outline).  Financial implications of activities should be clearly communicated to all staff involved in the school’s decision-making process.

“What if?” Scenarios

3.3.8
A vital part of strategic planning is to provide an indication of the inherent assumptions, the degree of flexibility and contingency built into the plan.  This section might also include the effects of lowest and highest pupil number scenarios and funding levels with possible solutions.  As well as setting the most likely case, this section should address the best case and the worse case.  This sensitivity analysis should take into account significant aspects of uncertainty, to make explicit those alternative assumptions that would then lead to alternative actions.  If the plan is adaptable and flexible, then management and staff can cope with, and respond more effectively to, different scenarios.

Implementation, Monitoring and Review

3.3.9
An allocation of responsibilities and timetables for ongoing completion are required together with criteria for evaluating performance and the use of review procedures.  The strategic plan should be a practical working document.  It is not an annual exercise to file when completed, rather it is a regular reference point to focus and steer the activities on a periodic basis.  Being subject to regular monitoring and review it will by agreement be adapted, within a broad scope, to reflect practical difficulties encountered, and will engender ownership from all of those implementing the plan.

Risk Management

3.3.10
The school should include in the strategic plan a section on risk management.  Risk management is defined as the planned and systematic approach to the identification and quantification of risk, and the appraisal of the options for managing and controlling such risk.  This might include, for example, contingency planning in the event of flood, fire or power failure.  The role of insurance is also an important part of risk management.  In appraising whether or not to take out insurance on a particular risk, for example, the premium should be compared to the cost of expected losses, weighted according to the likelihood of that outcome occurring, and the impact of the loss if it does occur.

3.4

Basic Principles

Introduction
3.4.1
There is almost unlimited scope to justify a case for providing more resources.  This unlimited scope must be balanced with those resources made available.  Inevitably there are many uncertainties in forecasting resource requirements and availability.  This being the case, it is important to have a forward planning process which produces as much relevant and objective information as possible to allow effective decisions to be made within a framework of uncertainty, and to assist in evaluating the most likely consequences of those decisions.

3.4.2
Generally, strategic plans are not highly detailed.  They are concerned with the future aims and needs of the school and how to obtain, develop and use resources.  Plans should be kept relatively simple and flexible.  They are the big picture within which medium term more highly detailed plans will be integrated.  If the big picture cannot be implemented in detail then the strategic planning process should be re-examined again to create a new plan for implementation.

3.4.3
Schools should develop their own planning cycle and timetable which allows for


a review of past activities, aims and objectives - did we get it right?

definition or redefinition of aims and objectives - are the aims still relevant?

development of the plan and associated budgets - how do we go forward?

implementation, monitoring and review of the plan - how do we make the plan work and keep it on course?

feedback into the next planning cycle - what worked successfully and how can we improve?
The planning process is iterative at both the start and throughout implementation in that there are learning experiences to be built upon as well as new ideas and initiatives.  The timetable provides for focused team and individual responsibilities to prepare the plan, implement it, and provide a framework for regular ongoing monitoring and review of the plan.

3.4.4
There are a number of basic principles for effective planning and budgeting that are key requirements for achieving value for money.  These principles should be considered in the planning process and are


setting terms of reference 


stating objectives 


forecasting 


identification of options 


developing the plan 


consultation and communication 


implementation, monitoring and review.

Setting Terms of Reference

3.4.5
Successful planning relies on the clear definition of roles and responsibilities so that everyone knows what to do and when.  This will involve the school's senior management team and staff, governors and parents.  There should be appropriate separation of functions and activities that can be allocated to individuals so that their roles and responsibilities for the preparation, implementation and review of the plan are clear.

Stating Objectives

3.4.6
A plan should include a statement of objectives that covers all aspects of the school's activities, educational and financial.  The strategic plan should consider the school's development over at least a three-year period.

Forecasting

3.4.7
It is important to be proactive in data collection and to analyse past performance, trends and historic data to facilitate forecasting.  Identification of critical factors affecting resources such as curriculum requirements and pupil numbers are imperative.  Assumptions used and the sensitivity of those assumptions used in these forecasts should be stated.

Identification of Options

3.4.8
Alternative ways of achieving the school's aims and objectives should be evaluated and, if applicable, financially quantified to see which option gives best value for money.

Development of the Plan

3.4.9
The preferred strategy for delivering and achieving the school's objectives should be translated into a working plan with specific targets for the different activities within the school.  Most importantly, there must be clear links between the longer-term strategic plan of the school, the medium term plans, and the annual and outline budgets.

Consultation and Communication

3.4.10
There should be appropriate consultation with staff, governors and other interested parties throughout the whole process to ensure commitment to the plan as a whole, as well as gathering a range of ideas and contributions.  Commitment of staff in particular is promoted by their involvement in the decision-making process and it is enhanced by their participation in setting some part of the financial budget.  Active participation is not merely a bartering process by competitive bidders, but equally a way of understanding why some activities are financed and why some are not.  This significantly reduces the risk of individuals becoming disillusioned and leads to increased commitment to the school’s overall objectives.

Implementation, Monitoring and Review

3.4.11
There should be a clear definition of roles and responsibilities for the implementation, monitoring and review of the plan.  Targets, timescales and performance measures for implementation and review of the plan should be set.  The ongoing review process should ensure policies and objectives are still appropriate.

3.4.12
Throughout the planning process there should be reassessments to ensure that the plan is flexible in meeting long term goals whilst fulfilling short-term criteria.

3.5

Budgetary Process

Introduction
3.5.1
Budgets are the means by which a school translates its strategic policies into financial terms providing a statement of intention against which actual results can be measured.  Financial projections in the strategic plan should be used as the basis for compiling the annual and outline budgets.  The budgets are used for the short-term and medium-term management of the school.  Budgeting is a key task within the monitoring and review part of the longer-term planning process.  It keeps the aims and objectives of the school under constant review.

3.5.2
Schools are required to submit two budgets to the LEA.  The first budget, due by 1st May, is a detailed budget for the current financial year and outline budgets for the succeeding two years, due by 1st May.  The second budget, due by the end of October, is a revised budget for the current financial year and updated outline budgets for the following two financial years.  Schools may well prefer to prepare both budgets by the earliest possible date driven by the due date for the first budget.

3.5.3
Schools should establish their own planning and budgeting timetable, bearing in mind that some decisions need to be made in advance of the financial year.  As part of the planning process it is important that responsibilities are allocated to appropriate individuals to ensure all relevant financial and non-financial factors are considered.

3.5.4
Before budgets are prepared, information needs to be collated and analysed.  It is important to identify those factors that are most likely to affect budget decisions and make sure the information obtained is as reliable and accurate as possible.  Information for the budget may be derived from past results and/or may be based on future predictions.

3.5.5
Factors to consider in the budgetary planning process are summarised below, although the extent to which they impact on the budget will vary according to a school's particular circumstances


review of past performance


pupil number forecasts


curriculum requirements


human resource requirements


other resource requirements

Review of Past Performance

3.5.6
By reviewing past performance against previous budgets the school can gain a good idea of its cost base, areas where under and overspends have occurred, and areas where better use could be made of resources.  It can help identify problems so that resources can be directed appropriately or remedial action taken.  A regular fundamental review of activities will ensure that budgets reflect actual requirements and are not just incremental based on historic costs.  It is important not to be too tied to historical information, as a review of past data may simply perpetuate past inequities.  It may therefore be appropriate to start with a blank sheet of paper free from past decision-making and make a plan.  Such a fresh view can be very effective, but requires significant resources and discipline.  Therefore, this zero based approach should be over several years cyclically integrated with a more simple approach to planning based more on past performance.

Curriculum Requirements

3.5.7
Although a broad curriculum is determined at a national level, each school must determine a method for its delivery in terms of resources, staffing and accommodation requirements.  This should be reflected in the school's overall aims and objectives.

Pupil Number Forecasts

3.5.8
Forecasting pupil numbers as accurately as possible is very important as it has a direct impact on funding as well as implications for staffing, curriculum delivery and accommodation.  Schools should ensure they utilise all available sources of information such as census information, local authority information, LEA data, local feeder schools information, historic trends and admission policies of their own and neighbouring schools.  It is advisable to consider different pupil number scenarios to ensure that baseline funding will be sufficient to meet needs.

Human Resource Requirements

3.5.9
Staffing levels will generally be driven by the forecast of pupil numbers and curriculum requirements.  The staff cost budget is by far the most significant ongoing cost.  The planning stage should reflect possible variations in staffing levels and the effects on the budget.  In reviewing staff requirements, schools should have regard to the available funding and consider the age profile of staff and salary structure, development needs and the mixes of full-time and part-time staff, temporary and permanent staff and teaching and non-teaching staff.  As a result, schools should plan for investment in training through reviewing the training and development needs of all staff, teaching and non-teaching, throughout their employment.  This review should ensure that development is available to all staff, and evaluated to assess achievement and to improve future effectiveness.

Other Resource Requirements

3.5.10
All other basic costs such as heat, light and insurance, and the policies covering maintenance of premises, equipment replacement, educational supplies, accommodation strategy and any capital development work need to be identified in the strategic plan.

Budget Preparation

3.5.11
Once a school has gained an idea of likely needs and requirements, budgets can start to be prepared and developed.  Stages in preparing budgets include


estimating income and expenditure


evaluating options


finalising the budget


monitoring and review

Estimating Income and Expenditure

3.5.12
Difficulty is often experienced in estimating income and inevitably a number of assumptions need to be made.  Delegated budget income will be based on likely allocation of funding per pupil and pupil numbers, together with an assessment of the other factors that determine funding levels locally.  Other income sources should also be identified.  The LEA will endeavour to notify schools of delegated budget income as early as possible.  In preparing the second and third year budgets, schools can use the outline Section 52 Budgets as their basis of the income budget, but are advised to use their own figures if they are confident that changes circumstances merit the substitution of better (and more up-to-date) figures.  For example, Education Finance Unit figures assume SEN Allocations unchanged for the following two years.  Your own knowledge may suggest that you expect more, or fewer, statemented pupils in future years.

3.5.13
Forecasting levels of Devolved Funding and also the importance of testing certain key assumptions within the strategic planning process are complex issues, and the Finance Manager - Education will make further assistance available on request.

3.5.14
Consideration should be given to the timing of payments and attempts should be made to profile income and expenditure as far as possible, maximising opportunities for cash investment.  The expenditure estimates should reflect the staffing policies, maintenance policies and other requirements, as set out in the strategic plan.

3.5.15
Expenditure should be broken down into categories and financially quantified using best estimates for pay rises and other known incremental increases.  Operating costs include certain elements such as heating, lighting, insurance, rates and audit fees that are the first call on the budget, before any other costs.  Heating and lighting costs depend on usage and the school's policy on energy saving schemes.  Insurance and audit fees are variable to the extent that schools should have regard to value for money considerations and market competition.  Once these costs have been identified, the remaining funding can be allocated to the other expenditure categories, for example, staff costs, maintenance of premises, educational supplies.

3.5.16
Due to the inherent uncertainty of financial projections, it is prudent and good practice to include a contingency in the budget.  Experience and review of past performance should help decide the level of contingency.  Ideally, there may prove to be no call on this part of the budget but a contingency is set aside to cover any last calls on the budget.  The school must not be put in a position where there are calls on the budget that cannot be met.  Therefore, setting aside a contingency is essential; it can be released to spend with reasonable certainty near or at the end of the period if desired.

Evaluating Options

3.5.17
Comparison of estimated income and expenditure will identify any potential in-year surplus or shortfall (budget deficit).  If shortfalls are identified, opportunities to increase income should be explored and expenditure headings will need to be reviewed for areas where savings might be made.  This may entail prioritising tasks and deferring projects until more funding is available.  Plans and budgets will need to be revised until income and expenditure are in balance.  Schools must act responsibly to avoid cumulative deficits.  If a potential in-year surplus is identified, it is good practice to hold some back in reserve to act as a contingency.  If, alternatively, the surplus is allocated to areas of need, regard should be given to the overall financial position of the school.

Finalising the Budget

3.5.18
Once the different options have been considered a draft budget should be prepared for approval and finalisation.  After approval, as part of the finalisation process, the budget should be communicated to staff with responsibility for budget headings so that everyone is aware of the overall targets and how they contribute to the implementation and achievement of them.

3.5.19
The budget should be accompanied by a statement of assumptions and a ranking of priorities so that if circumstances change, it is easier for all concerned to take remedial action.  The budget should be seen as a working document that may need revising throughout the year as circumstances change.  Such revisions to the forecasts for the financial year should be approved by the governing body and should be reflected on the financial monitoring returns submitted to the LEA.

Monitoring and Review

3.5.20
Monitoring and review should be continuous throughout the budgetary process.  They are ongoing functions and are extremely important, not only to gauge actual performance in the current year, but also to aid future planning and decision-making.

3.5.21
It is essential that the school's accounting systems and financial control arrangements are robust enough to ensure that regular and reliable information is available to budget-holders, the Headteacher and Governors.

3.5.22
To be able to monitor budgets effectively, expenditure must be reported on an accruals basis (not just cash paid out), and known commitments highlighted to give budget-holders, the Headteacher and governors a clear view of the overall financial position of the school.  Prompt and regular reports should be prepared so that information is available to enable quick and effective response.  The frequency of reports will depend on the accounting systems and user requirements.

3.5.23
The monitoring process using reports should effectively and promptly highlight variances from the budget so that failures to deliver can be investigated and action taken where appropriate.  Procedures for authorising budget virements should be stated, together with delegated authority to transfer funding.

3.5.24
Criteria for evaluating performance against targets should be set.  The process for monitoring and review should be reasonably flexible to allow for the profiling and timing of income and expenditure that best meet the needs of the school.  Profiling and timing of payment is covered in section 6 - paragraphs 6.2.9 - 6.2.10.

APPENDIX 3A

Process for Establishing a Strategic Plan


































SECTION 3





Consult


Monitor


Review


Update





Identify key areas of development and curriculum activity





Set terms of reference and management responsibilities





Define/re-define aims and objectives for whole school





Establish working groups to develop specific aims, objectives and policies for each area of activity





Collate all information and provide provisional costings in broad outline (financial forecasts) linking


�symbol 183 \f "Symbol" \s 10��	pupil number forecasts


�symbol 183 \f "Symbol" \s 10��	human resource requirements and training


�symbol 183 \f "Symbol" \s 10��	curriculum activity


�symbol 183 \f "Symbol" \s 10��	other resource requirements


�symbol 183 \f "Symbol" \s 10��	premises


�symbol 183 \f "Symbol" \s 10��	contingency


to form a comprehensive strategic or development plan covering 3 to 5 years





Link the strategic plan into the budgetary process on an annual basis





Budgetary Process


�symbol 183 \f "Symbol" \s 10��	review past performance


�symbol 183 \f "Symbol" \s 10��	determine all resource requirements


�symbol 183 \f "Symbol" \s 10��	estimate income and expenditure


�symbol 183 \f "Symbol" \s 10��	decide a course of action





Finalise annual budget ensuring consistency with strategic objectives
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