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1 Executive summary

Background to the evaluation

Before 2015, resourcing for Western Australia (WA) public schools was determined through a complex
processfocused on staffing allocations and grants. The complexity of this process meant it lacked
transparency, treated similar schools differently, and provided minimal flexibility for principals to respond
to specific student and school need. Based on two reviews conducted in 2012, the WA Department of
Education (the Department) introduced the Student -Centred Funding Model (SCFM) in 2015.The
objectives of the Department in designing the SCFM were to:

1 Allocate funding based on the learning needs of individual students.

1 Ensure funding isresponsive to differences in the circumstances of individual schools and their
students.

1 Improve flexibility for principals to make financial and workforce management decisions.
1 Achieve a simple and transparent funding model.
In addition, the settings in t he SCFM were designed to shift investment towards the early school years.

The SCFM allocats funding to schools on the basis of the elements shown in Figure 1-1.

Figure 1-1: Funding elements in the SCFM

PER STUDENT FUNDING

SCHOOL CHARACTERISTICS FUNDING

Enrolment-linked base allocation (ELB) Locality allocation

STUDENT CHARACTERISTICS FUNDING

Aboriginality allocation English as an Additional Language (EAL)
allocation
Social disadvantage allocation Disability allocation

TARGETED INITIATIVES

The evaluation

Nous Group (Nous) and the Centre for International Research on Education Systems (CIRES) Victoria
University were engaged by the Department to evaluate the SCFM againstthe objectives three yearsafter
implementati on. The evaluation gathered and analysed qualitative and quantitative data about the SCFM

1S Lamb& R Teese, Develpment of a school funding model for Western Australian public schools: report on funding and options,
report prepared for the WA Department of Education, Melbourne, 2012 and Centre for Research on Education Systems, Transitiorio a
student-centred funding model, report prepared for the WA Department of Education, Melbourne, 2012.
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to arrive at a series of findings and recommendations, summarised in this report. The evaluation process
included 11 focus groups with principals and Managers Corporate Services (MCShplus a survey of all
schools.

Overarching key findings of the evaluation

This report is structured around the four objectives of the Department in designing the SCFM. There are
two overarching key finding s that transcend this structure:

Key finding 1 : The design of the SCFM is consistent internationally and nationally with good
practice as a needs -based school funding mechanism

In the recent Organisation for Economic Co-operation and Development (OECD review of school funding
mechanisms around the world, formula funding 2, as exemplified by the SCFMwas found to be ¢the most
efficient, equitable, stable and transparent method of distributing funding for current expenditures to
schodl sé.

Key finding 2 : Principals strongly endorse the SCFM as an improvement over the previous
funding arrangements and as providing them the flexibility to better target need and to
manage resources

Engagement with principals through the focus groups and survey revealed that they have a strongly
positive view of the overall functioning of the SCFM and a significant majority believe the SCFMis a
significant improvement over previous school funding arrangements .

Figure 1-2: Satisfadion with aspects of the SCFM (based on survey responses)

Overall level of satisfaction

with the SCFM 17.5 12.0

0% 20% 40% 60% 80% 100%
M Very satisfied m Satisfied © Neither satisfied nor dissatisfied m Dissatisfied B Very dissatisfied

These key findings are a critical outcomeof the evaluation and all remaining key findings and
recommendations should be considered in the context of these two findings.

Evaluation findings 0 flexibility

Under the SCFM, all schools receive ane line budget, meaning that principals can decide how to use the
resources they are allocated. This includes determining the proportion that will be used to meet salary and
non-salary costs. This approach is intended to give principals flexibility to direct resources towards
meeting specific school and student needs.

2Defined as othe use of objective criteria with a univetisally applied
entitled too

SOECD (2017), 0®i st uin tThetFgniligg osSchoad Education: Connecting Resources and Learni@ECD Publishing,

Paris.
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Key finding 3: The integrity of the SCFM requires that the significant majority of school
funding is allocate d through the SCFM

In 2018, funding through the SCFM accounts for 95% of total Department funding for public schools. The
remaining 5% consists of 133 separate targeted initiatives. Maintaining the proportion of targeted
initiatives at or below this level is required to maintain the integrity of the SCFM. The use of targeted
initiatives to drive specific interventions is both inevitable and desirable. However, if targeted initiatives
were allowed to accumulate over time to account for a more significant pro portion of funding, they would
undermine the flexibility and simplicity of the design of the SCFM. Schools would have to keep track of
multiple funding lines and acquit the funding against specific targeted initiatives. This would compromise
the linkage between student need and funding.

Recommendation 1: The SCFM should be the mechanism for allocating at least 95% of
departmental funding to public schools

1 Implement a review of the collective profile of targeted initiatives every three years.

Key finding 4 : The design of the SCFM has increased flexibility for principals to meet the
specific needs of a school and its students

Principalsreport that the SCFMdesign has increased their flexibility and that they have been empowered
by its introduction. Over 75% of survey responses agreed or strongly agreed that the SCFMdesign
provides flexibility to target their school and student needs. Support was particularly strong from
education support centres and schools (ESCs and ESSahd larger schools. Through the focus groups,
principals provided a broad range of examples of how they use the enhanced flexibility provided by the
SCFMdesign to make financial and workforce decisions to best meet the needs of their schools and
students.

Key finding 5: Some policies rela ting to the budget cycle and expenditure constrain the
flexibility of schools to plan ahead

While the SCFM was designed to improve the flexibility to make financial decisions, this flexibility can be
diminished due to some funding policy settings, in parti cular:

1 The first cash gateway being after the confirmation of budgets in March/April.
1 The requirement to spend 96% of the budget within the calendar year.
1 Policies and processes relating to capital works expenditure.

As a result of these policy settings, ©me schools experience cashflow issues in Term 1, multiyear
planning is difficult for some schools, and workforce planning and management can be challenging.

Manypr i nci pals also raised the issue of studenhbudematsdving
While this appears to be a problem for a small minority of schools, at a system level the census is at the
optimal time of year for the Department to count as many students as possible.
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Recommendation 2: Enable improved cashflow management for schools by adjusting current
policy settings, including:

1 Introduce a cash payment gateway early in Term 1.

1 Enable medium term cash planning for schools by changing the 96% expenditure requirement to be
arolling three year target with further guidance to schools around how to manage significant
expenditure requirements within the 96% requirement, including minor capital works.

1 Maintain the overall expectation that schools should spend their funding in the school year in which
it is received.

1 Provide further guidance on when and how to seek additional funding for students that are not
counted at February census.

Key finding 6: The SCFM operates within broader policy settings that can constrain principals'
workforce flexibility

The SCFM interacts withbroader system-wide workforce policy settings that have been put in place to
manage the complexities of a workforce of nearly 40,000 Full-Time Equivalent FTE staff across more than
800 schools. As such, some tradeoffs between system-wide imperatives and school-level flexibility are
inevitable and desirable. Specifically:

1 Permanency requirements combined with redeployment policies limit s ¢ h o ftexibdit§ to match
workforce to school and student needs, particularly for students with disability, and impose co sts on
schools that are not explicitly recognised.

1T Class size requirements may constrain schoolsd abil

Recommendation 3: Internally monitor and analyse the impact on schools of redeployment
policies, including the requirement for schools to absorb surplus staff.

Evaluation findings & simplicity, transparency and accountability

Key finding 7: The design of the SCFM has improved transparency of funding allocations, but
the underpinning m echanisms are not always clear to schools

The allocation of funding through the SCFM is transparent at a school level, particularly in comparison to
the previous funding arrangement. The underpinning mechanisms that allocate funding to schools are
clearly articulated and readily available to schools through the SCFMmanual and guidance documents.
Only 9.5% of survey respondents think that the design of the SCFM does not achievethe objectives of
simplicity and transparency.

However, there arethree aspects of transparency that can be improved:
1 The intent of certain funding lines, particularly the ELB.

1  The detailed mechanisms for underpinning certain funding allocations, with several common
misperceptions about how the SCFM allocates funding .

1 True workforce costs, as schools are charged salary costs by the Department on the basis of notional
average salaries rather than actual salariesAs aresult, the model overstates the level of funding for
some schools, particularly those in remote and very remote areas and with low Index of Community
Socio-Educational Advantage (ICEA) values, and understates for others (particularly those in inner
regional areas).
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Recommendation 4 : Explore options to improve the transparency of salary fu nding by internally
reporting on actual workforce costs.

1 In the short-medium term, retain the current approach of funding notional salary costs and
introduce internal annual reporting on how the differential between actual and notional salary costs
differs in aggregate across school type, ICSEAalues and locality.

1 Examine the benefits and implications of potential options to move to an approach of funding
individual schools on the basis of actual salary costsrather than notional salary rates.

Key findi ng 8: The design of the SCFM provides the foundation for stronger accountability, but
there is room for improvement

The transparency ofthe SCFM funding allocations and oé$(ndudilgool s6 ong
through the School Resourcing Systemand Schools Online) facilitates accountability to school

councils/boards and broader school communities. The level of school and principal accountability depends

on an engaged and proactive school council/board, and the broader school community. This can vary

across schools, with principals reporting that there is typically lower engagement in more disadvantaged

areas.

Principals are held accountable by the Department through Funding Agreeme nts, but there is limited line
of sight between funding, expenditure and student outcomes. With increased flexibility for how schools
spend their funding, there should be a sharper focus on the outcomes being achieved. However, this
involves a difficult trade-off between two objectives:

1 Holdingschools to account for the achievement of student
and their use of funding to achieve those outcomes.

1 Avoiding input controls * § i.e. prescription on how funds ought to be u sed.
An additional objective should be to minimise reporting requirements on schools.

Defining those outcomes and how they are measured can be challenging given the dynamic of some
school environments and the fact that there are other factors in play that are outside the control of
schools. However, it is critically important that the Department be in a position to track the impact of its
investments, and to analyse which interventions work best for different types of schools and student
cohorts.

Recommendation 5: Enhance accountability of schools to the Department through more
rigorous monitoring of outcomes and financial management.

1  As part of the ongoing consideration of a new approach to school review, establish enhanced
mechanisms for principals to report to the Department on the outcomes of government funding.

1 Enhance reporti ng oimng tosenableshdrisg®f infoenatiorooh gobdipractice and
what works, without reverting to separate accountability for individual funding allocations.

Key finding 9: While Departmental support mechanisms, tools and guidance are useful, the
focus is on understanding mechanisms rather than building capability

Support through training and guid ance is used and appreciated by schoolstaff, but they feel less
supported compared to the time of the introduction of the SCFM . The SCFM planning and forecasting
tools and the operational dashboard have made it simple and easy to plan ahead While supporting

4 Targeted Initiatives may still require greater definition of inputs as they are for specific programs
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software systems are seen as useful, principals consistently identified issues that could be addressed to
further improve support provided through the systems .

Training and support can focus more on building capability of principals to use the flexibility of the SCFM
design for improved student outcomes rather than focusing on building understanding of the mechanisms
used to allocate funding. Trainingands upport should be Iinked to the Depart

Recommendation 6 : Establish mechanisms for ongoing refinement and improvement of the
SCEM.

1 Establish aprocess for principals to provide ongoing advice and input to the Department on
continuing to evolve and improve the design of the SCFM and how it is used by schools.

1 Maintain current capacity in the Department to provideongoi ng advice to t ht
corporate executive on the operation of the SCFM and potential improvements .

Recommendation7:Consi st ent with the Depar tuide¢hae cadabilityl e
of school leaders to use the funding and flexibility provided through the SCFM to deliver
student outcomes.

1 Continue and, where necessary, enhance the provision oftraining and support from the Department
to school leaders (particularly principals and MCS9, including both clear and regularly updated
guidance on the mechanisms used to allocate funding and support to use the SCFM to deliver
student outcomes.

1 Establish peersupport mechanisms to raise capability amongst principals and other school leaders
through the sharing of best practice and innovation.

1 Support networks of school board /council chairs to build awareness and capability in the SCFMsuch
as including an overview of the SCFM in board/council training .

Evaluation findings 0 overall balance of funding

Key finding 10: The SCFMallocate s funding in a way that is generally consistent with good
practice in Australia and internationa Ily

The allocation of funding through the SCFM is consistent with a needs-based approach and is similar to
other jurisdictions. For example,the funding models in both WA and England allocate around 90%. of total
school funding based on student led factors (including per student funding, Aboriginality, disability,
educational adjustment, EAL and social disadvantage in WA).
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Figure 1-3: Interjurisdictional comparison between key student led funding lines °

1.0%
England 62" e U

0.9% 0.8%
wa 75.8% I 17%
2.5%

0.0% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0% 70.0% 80.0% 90.0%  100.0%

B Per student  m Disability Educational adjustment Social disadvantage EAL  m Aboriginality

Key finding 11: The SCFMsettings have resulted in a shift in funding towards earlier school
years and stage weights are broadly consistent with other jurisdictions

The SCFM settingshave resulted in a shift in funding towards earlier school years. However,this is
balanced by industrial relations settings, which drive higher cost settings in secondary schools through a
combination of class size requirements and time provisions for duties other than teaching contained in

teachersd EnterpriseEB®rgaining Agreements

The resulting approach to stage weights in the SCFMsettings is broadly consistent with other Australian
jurisdictions.

Key finding 12: Schools are generally satisfied with per  student funding, and adapt to meet
school and student need

Most schools have a positive view of the per student funding and stage weights, with some exceptions.
For example, during the focus groups, a number of primary school principals raised the relatively low stage
weights for Years 46 asa concern.

In practice, principals design class strucures based on class size requirementsteacher seniority, student
need and school characteristicsrather than the amount of per student fundi ng allocated to different year
levels.

Evaluation findings & responsiveness to school needs and
circumstances

Key finding 13: The combination of per student and school characteristic funding is in line
with other jurisdictions and best practice

The formula for the core funding for schools comprises the per student funding, ELB and thelocality
allocation. This combination is provided to ensure schools are able to provide a quality school education
to students and meet operating costs. The exceptions to this are additional funding required to support
certain high needs students, covered by student characteristics funding, and additional funding for specific

5 The equivalent of per student funding in England is Basic perpupil funding largely consisting of the Age Weighted Pupil Unit. The
equivalent of the educational adjustment in England islow prior attainment funding. The equivalent of social disadvantage in England
is deprivation funding.
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programs and school specific costs, covered by targeted initiatives and operational responses outside of
the core SCFMelements.

The ELB allocation $ provided to support smaller schools that have insufficient funding through the per
student funding alone to meet fixed costs. Other Australian jurisdictions include funding elements
intended to ensure that schools have sufficient funding to meet their minimum operating requirements.
Some jurisdictions (such as New South Wales and South Australia) are more prescriptive in defining the
specific cost allocations within this. Victoria, which has a more flexible and autonomous design of funding,
has a similarapproach to WA with a base funding amount that is tapered according to enrolments.

Recommendation 8 : Maintain the combination of per student funding , ELBand locality
allocation as the core of the SCFM.

1 Reaffirm to stakeholders that the combination of pe r student funding, ELBand locality allocation is
intended to fund a quality education for the vast majority of students in the vast majority of schools,
including a range of different school and student characteristics.

Key finding 14: The SCFMsettings provide core funding that is appropriate for most primary
schools and allows for significant surplus for many ESCskchools

Analysis of average per student funding and costs reveals that current SCFM settings provide suffioént per
student, ELB and localityfunding for most primary schools, particularly metropolitan schools with more
than 200 students. Smaller primary schools in remote and regional locations are experiencing some
challenges in ensuring costs are in line with funding.

ESCss#chools appear to be relatively well funded, resulting in significant surpluses and accumulating bank
account balances.

Key finding 15: Current settings create financial pressures for some schools  with small
secondary cohorts and do not adequately recognise economies of scale for very large
secondary schools

Most secondary and combined schools receive appropriate levels of funding relative to their typical costs.
However, before the 2mahydchéobs githismall se@mndarycehonskad marginally
sufficient funding to cover modelled minimum costs, and larger metropolitan secondary schools
benefitted from economies of scale that result in funding significantly exceeding modelled minimum costs.

In the metropolitan area, 30% of secondary schools have fewer than 800 enrolments reflecting historical
demographic patterns and decisions to not amalgamate schools. In addition, there are many unavoidably
small secondarty and combined schools in regional areas.

The ability of small schools to provide a broad curriculum is an ongoing issue in many jurisdictions, not
just WA. Funding alone cannot address the issue.The related issues of curriculum expectations and class
sizes are key to understanding the efectiveness of the SCFMsettings in funding schools with small
secondary cohorts. Many of these schools operate with relatively small class sizes to deliver mandatory
curriculum requirements in Years 7-10 and to provide curriculum breadth in Years 11-12. As a result, the
SCFMsettings may underestimate the financial pressure on schools with small secondary cohorts.

SCFM settings before t halowadWdn8argé seqondary schoalsitg berefit froenn t o
economies of scale beyond 1,200 students(when the ELB reduces to zero). Since the introduction of the
SCFM, this has become more of an issue as a result of significant growth in some large secondary schools.

Before options to adjust the SCFMsettings to better deal with schools with small secondary cohorts and
larger secondary schools can be finalised further analysis and consultation are required on two issues:
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1 Clear articulation of expectations for curriculum breadth and the use of alternative delivery modes
(including increased use of collaborative models of curriculum delivery and technology ) in schools
with small secondary cohorts, recognising differences between metropolitan and regional settings .

1 Developing a comprehensive evidence base includinganalysis of relative cost differencesarising from
school type, size and location needs.

Recommendation 9 : After building a stronger evidence base , explore options to a djust model
parameters to better support schools with small secondary cohorts and to recogni  se the
economies of scale for larger secondary schools.

1 Review the relative cost differentials for operating different school types and sizes, in different
locations.

1 Articulate clear expectations for breadth of curriculum in schools with small secondary cohorts and
the use of alternative curriculum delivery modes, recognising that expectations will be dependent on
the circumstances of different school contexts.

1 Understand the differences between schools with small secondary cohorts in metropolitan and
regional areas, and design solutions acordingly .

Keyfinding16: The 2018 O6equity adj ust me ntargeted mitiative nwaere | senior
appropriate as interim measure s

In response to the issues described inKey Finding 15, in 2018 the Department introducedané e qui t y
a dj u s tfonkargetsécondary schools (resulting in a decrease in per studentfunding) and a small
schools targeted initiative for small secondary schools (providing additional funding). Minimum cost
modelling conducted for the evaluation suggests that these measures were appropriate as interim
measures. However, there are lessons to be lemed from their implementation, particularly around timing
and coverage.

Recommendation 10: Continue the @quity adjustment 6and small schools targeted initiativ e with
some refinement s as an interim measure subject to the implementation of Recommendation 9.

1 Ensure transparency of the ongoing adjustment, including through communication earlier in the
annual budget and planning cycle.

1 Consider the applicability of funding for all schools that must maintain small secondary cohorts
(some secondary schools, combined schools, primaries with secondary students).

1 Communicate the continued @&quity adjustmentdas a temporary measure to be replaced by changes
in line with Recommendation 9.

Key finding 1 7: Some schools are significantly impacted by a transient student populatio n

Through the consultation stage of the evaluation, schools raised a number of school characteristics with

funding implications that are not explicitly addressed by the settings of the SCFM. Most of these are

expected to be coveredbyas chool sd core f undi fugding and emistincdhsehogber st udent
characteristic funding. Adding specific funding allocation lines to the SCFMsettings to cater for every

variation in school characteristics would undermine the simplicity, transparency and flexibility of the SCFM

design. However, the evaluation has identified sustained student transiency as an issue that merits

attention.

Some schools, especially in regional areas, can be significantly impacted by a transient student population,
which creates additional costs in managing high inflows and outflows of student s and poses additional
workforce planning and management challenges.
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Recommendation 11: Explore adjustments to ensure that the SCFM explicitly deals with schools
with high rates of student transiency.

1 Consider introducing a funding element into the SCFM settings that is linked to sustained high rates
of transiency. Any adjustment should be made with consideration of Recommendation 13 as high
rates of transiency and disadvantage are correlated.

Key finding 1 8: Locality funding supports schools with higher costs but may not ad equately
reflect differences between locations

The locality allocation is an important part of the SCFM settings that provide s funding to eligible regional
and remote schools to recognise additional costs associated with th eir location. However it may not
adequately cover all increased costs due to locality. Principals are generally satisfied with the approach,
but identified three categories of costs that are not adequately covered: freight, professional learning and
utilities. High utilities costs in certain locations (particularly in the Kimberley and Pilbara) may be best dealt
with through a targeted initiative rather than through the model as they are specific to a subset of regions
and not correlated to measures of locality. Enhanced recognition of f reight costs and professional learning
costs requires a change to the measure currently used to calculate the locality allocation, potentially by
adding road distance to Perth to the current measure that is based on the Accessibility/Remoteness Index
of Australia (ARIA+).

Recommendation 12: Enhance the current approach to locality funding.
1 Implement a blended locality funding approach that combines ARIA + and road distance to Perth.

1 Explore options for a targeted initiative f or schools in the Kimberley and Pilbara to address very high
utility costs in those regions.

Evaluation findings 0 responsiveness to student needs and
circumstances

Key finding 19: Funding for social disadvantage is an es sential part of the SCF M, and the
current measure is appropriate

Funding for social disadvantage is a fundamental part of school funding models across the world including
Australia. The funding is provided to enable schools to make adjustments for students from socially
disadvantaged backgrounds to improve their education outcomes. Through the survey, WA schools
strongly supported its inclusion in the SCFM.

The current measure used to identify students facing disadvantage generally identifies the right number of

students at each school The SCFM use a measure of Socio-Economic Advantage (SEA)based on the

occupation and level of education of eachoft he st udent ds par eistdlecteddby car er s. Th
schools and validated using statistical modelling to adjust for any missing data. The SEA measure

correlates well with other indicators of disadvantage that are collected through the Online Student

Information (OSI) system.

Key finding 2 0: Funding for disadvantage through the SCFM is thinly spread and negated by
other factors

Social disadvantage funding is a significantly smaller percentage of total school funding in WA compared
with other comparable jurisdi ctions. In WA, 2.5% of total funding is allocated to social disadvantage, with

Nous Group and the CIRES Evaluation of the Student-Centred Funding Model | 29 August 2018



an additional 1.7% for Aboriginal students. In Victoria, 5.5% of total funding is allocated to social
disadvantage, and in England this figure is 7.6%.

Further, the $78 million allocated to this funding allocation is widely distributed across all schools,
resulting in a 6long taildé of schools that receive a sn
amount of disadvantage funding available to schools with high concent rations of disadvantage.

The SCFMsettings as a whole are progressive, but this progressivity is offset by locally raised funds and
the Departmentds approach to funding. salaries, particul

Key finding 2 1: Current SCFM settings do not adequately address the compounding nature of
disadvantage

Schools with high concentrations of students with mutiple factors of disadvantage require a
disproportionate level of educational adjustment and therefore resourcing. The SCFMsettings could better
target disadvantage funding to account for multiple compounding factors of disadvantage for individual
students and high concentrations of disadvantage within certain schools. Other jurisdictions have dealt
with these challenges by either introducing a concentration threshold below which a school receives no
disadvantage funding, or increasing loadings for more disadvantaged students, or some combination of
both.

Student behavioural issues are identified by many schods asan area of student need that is perceived to
be correlated with disadvantage. The SCFM settings indirectly provide funding for student behaviour
issues through multiple mechanisms.

Disadvantage is linked to other issues that exacerbate challenges for schools with high concentrations of
disadvantage. For example, schools with highconcentrations of disadvantage:

1 tendtobesmallerand ri sk being O6residualised?d
1 are more likely to have a high transiency rate

1 have aless senior workforce profile.

Recommendation 13: Increase the level and targeting of funding for socio -economic
disadvantage.

1 Improve the targeting of existing fu nding for disadvantage, Aboriginality and educational
adjustment to schools with higher concentrations of disadvantage, including by setting
concentration thresholds.

1  Explore options for increasing the level of funding for socio -economic disadvantage from other
components of the SCFM and/or other sources.

1 Continue to fund need associated with student behavioural issues through the per student funding
and disadvantage allocations of the SCFM.

Key finding 2 2: Improving outcomes for disadvantaged students re  quires a focus on
identifying and disseminating good practice

Educational outcomes remain highly correlated to disadvantage. Changing the way that disadvantage is
funded through the SCFM (in line with Recommendation 13) is only part of the solution to this challenge.
Funding for students facing disadvantage is provided to schools to enable them to make adjustment for
these students to improve their education outcomes. The effectiveness of this funding depends on the
effectiveness of the adjustments (initiatives, strategies and programs) that schools implement.
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Developing an evidence base of what works in making adjustments for disadvantage in a WA context is
important both to disseminate good practice, and to inform future needs -based estimates of the level of
funding required to make effective adjustments.

Recommendation 14: Build and disseminate an evidence base for what works in making
adjustments for disadvantage in a WA context .

1 Conduct research and analysis into best practice in making adjustments for dsadvantage, including
by drawing on the experience of @ositive outlier 8schools.

1 In future iterations of the SCFM, use this body of evidence to inform the costing of the disadvantage
funding.

Key finding 2 3: Separate funding for Aboriginal students isa  ppropriate but could be better
targeted to those at an educational disadvantag e

The Aboriginality allocation is provided to help close the education achievement gap between Aboriginal
and non-Aboriginal students. In addition to the Aboriginality allocation in the SCFMsettings, many
schools receive a number of different targeted initiatives and in -kind external funding to support the
educational needs of Aboriginal students.

While accepting that Aboriginality is not itself a form of disadvantage, studies of education achievement
and education opportunity have identified that , after controlling for a variety of other influences (such as
socio-economic disadvantage, prior achievement, remote location, and language skills) there remain clear
gaps in achievementand education progress associated with Aboriginality. Aboriginal students from the
same social backgrounds do not do as well at school as nontAboriginal students, suggesting that further
resources are needed to assist them achieve better outcomes.

Key finding 2 4: The process to determine f unding to support students with disability is
perceived to be inconsistent, time -consuming and incomplete

Funding for students with disability is designed to respond to different levels o f functional and educational
adjustment. The SCFMsettings have two components of disability funding:

1 TheIndividual Disability Allocation (IDA) provides support based on students with eligible disability
based on application, approval and review.

1 The educational adjustment allocation provides funding to mainstream schools to implement
programs and learning supports for students with additional learning needs.

Schools are generally supportive of disability funding and of the appropriateness of the current level of
funding. However, the process for assessing eligibility for the IDA is perceived by schools to be
inconsistent, unclear and time-consuming. There is also inconsistency in how disability funding is applied
between different school settings, with automatic Level 4 allocations being made for students with an IDA
Level 1-3 in education support schools (ESSs) and ESGsut not to mainstream schools (including those
with specialist inclusion facilities for students with a disability).

Recommendation 15: Improve the process for assessing the level of educational adjustment
required for students with disability.
1 Improve communication of the process, outcomes and decision-making.

1 Explore alternative options for assessing edicational adjustment requirements, including the use of
the Nationally Consistent Collection of Data (NCCD).
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Recommendation 16: In the interim, ensure equal funding of students with an IDA Level 1 -3
across school types.

Key finding 2 5: There is limited evidence that the educational adjustment allocation targets
undiagnosed student disability

The educational adjustment allocation is provided to mainstream schools to implement programs and
learning supports for students with additional learning needs . No formal diagnosis of disability is required
for these students. The educational adjustment allocation for a school is based on the proportion of
students in the bottom 10% of NAPLAN reading. This is intended to be a proxy indicator to identify the
proportio n of students with additional learning needs that require learning adjustments and support.
However, in practice, it is more a proxy for disadvantage at a school level.

Key finding 2 6: The method for funding EAL needs could be more targeted to learning needs

The EAL allocation of the SCFM provides a per capita amount to all eligible students increasing as the
proportion of these students within a school increase The funding for EAL isbased on length of time in
Australia in the relevant level of schooling, not directly based on English proficiency.

Recommendation 17: Modify the approach to EAL funding to target funding on the basis of
learning need (proficiency) .
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2 Background to the eval uation

Public school funding in WA prior to 2015 lacked transparency

Before 2015, public school funding in WA was determined through three main mechanisms: (1) school
staffing entitlement (teaching and school support), (2) school grant, and (3) special purpose payments.
Thesearrangements were modified by numerous multipliers and adjustments. For example, the school
staffing entitlement was based on the number of enrolments, adjusted for special needs, programs, year
levels and circumstances of schools. Tk school grant calculation was based on multiple factors, including
enrolments, year levels, school type, location and student needs® The complexity of these arrangements
meant it lacked transparency with similar schools being funded differently.

Options were developed for a new school funding model

In 2012, the Department commissioned a review to develop options for improving how schools were
funded in WA? (referred to henceforth as the 2012 options reporf). The review identified key features of a
new model that would best align to the local context of WA and to individual schools. For example, the
review found that some of the weightings in WA were not consistent with other jurisdictions, with WA
providing proportionately more funding to secondary educat ion compared to primary education. The
review also made the casefor greater equity in funding to enable schools to make adjustments for socio-
economically disadvantaged students. Building upon the findings in the 2012 options repor€, the
Department commissioned a second report that provided advice on the transition to a student-centred
funding model and the key features of that proposed model (referred to henceforth as the 2012 transition
report).

The SCFM was designed to better meet student and school n eeds

The SCFM was introduced in 2015 with the aim of providing a more simple, transparent and equitable

resource allocation model, centred on the educational needs of students and responding to school

circumstances Principals would be provided with more flexibility to use their resources to best meet the

needs of their students and the contexts of their schools. Thesettings of the model recognise the large

body of research that shows investing earlywdin a chil dbo
numeracy competencies; school attendance; andparticipation and engagement with schooling. It did so

by shifting some resources from secondary into primary years.

In summary, the objectives of the Department when developing the SCFM were to:
1 Allocate funding based on the learning needs of individual students.

1 Ensure funding is responsive to differences in the circumstances of individual schools and their
students.

1 Improve flexibility for principals to make financial and workforce management decisions.

1 Achieve a simple and transparent funding model.

5 S Lamb& R Teese, Development of a school funding model for Western Australian public schools: report on funding and options,
report prepared for the WA Department of Education, Melbourne, 2012.

7 Ibid

8 Centre for Research on Education Systems, Transition to atudent-centred funding model, report prepared for the WA Department of
Education, Melbourne, 2012.
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The SCFM is designed to provide resources to schools on a per student basis, after accounting for school
and student characteristics’ (summarised in Figure 2-1). The SCFMsettings are set to reduce the inequities
between schools with students of similar backgrounds, size and location, as well as the difference in
funding relativities between primary and secondary schools. The SCFM is also designed to be simple in the
allocation of fund ing to schools and transparent about the trade -offs made to allocate finite resources
fairly and equitably. The transparency of the funding model and its allocations is intended to improve the
predictability of school funding from year to year, based on en rolments and specific school and student
characteristics.

A total of 86% of public schools received their budget allocation through the SCFM in 2015. In
implementing the SCFM in 2015, adjustments were moderated to align with the revised Western
Australian Certificate of Education (WACH requirements and the finite funding available in that year for
distribution. It also provided schools with time and capacity to align their structures and programs to their
new funding levels. These transition adjustments were made to ensure no school would lose more than
$250, 000 or 5% of its previous yeards budget in

Figure 2-1 The Student-Centred Funding Model resource allocation

PER STUDENT FUNDING

. An amount of funding (based on a per student price) is provided for each student enrolled in a school at
the February census.
. There are five different amounts depending on the year level of the student: Kindergarten, Pre-primary to

Year 3, Year 4 to 6, Year 7 to 10, and Year 11 and 12.

SCHOOL CHARACTERISTICS FUNDING

Enrolment-linked base allocation Locality allocation

» Provided to smaller schools to supplement the » Provided to eligible schools in remote and outer
per student amount to meet standard operating regional areas to supplement the per student
costs. amount to meet additional costs unique to their

+ The amount reduces to zero once the per student localities.
funding generates sufficient resources. = lsolation/remoteness measured by ARIA+.

» Calculated asa % of per studentamount + ELB.

STUDENT CHARACTERISTICS FUNIDNG

Aboriginality allocation English as an Additional Language allocation
»  Provided for eligible students based on = Aflat rateis provided to each eligible student.
information provided by parents on student - Eligibility is based on the number of years in
enrolment records. Australia and previous schooling.
» Funding increases progressively as the proportion » Funding increases progressively as the proportion
of Aboriginal students in the school exceeds five of eligible studentsin the school increases.
per cent.
Social disadvantage allocation Disability allocation
» Provided for each studentin the lowest three * There are seven levels of funding based on
social disadvantage deciles. disability type, degree of disability, and level of
» The highest amount of funding is for studentsin teaching and learning adjustment.
the lowest decile. » An educational adjustmentis provided to schools
» Funding increases progressively as the proportion based on the proportion of studentsin the
of eligible studentsin the school increases. bottom 10% of NAPLAN results.

TARGETED INITIATIVES

Funding through targeted initiatives are provided to specified schools for strategic programs and services,
Commonwealth funded programs, operational responses and reimbursements, and for resources provided to
schools through educationregions.

° Ibid
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3 The SCFM evaluation

Nous and the CIRESwere engaged by the Department to evaluate the SCFM againstt he Depart ment ds
objectives three years after implementation.

Evaluation objectives

The SCFM evaluationpresented in this report is built around two fundamental questions:

1. How effective has the SCFM been in generating funding allocations that are responsive to school and
student needs while increasing the flexibility and transparency of school resourcing?

2. Are there opportunities to refine the SCFM within a finite pool of funding to be tter meet the
objectives?

More specifically, the SCFM evaluationassesse the extent to which the Department has achieved the
objectives of:

1 Allocating funding based on learning needs of individual students.
1 Funding being responsive to differences in the circumstances of individual schools and their students.
1 Improving flexibility for principals to make financial and workforce management decisions.

1 Achieving a simple and transparent funding model.

Evaluation approach
The evaluation gathered and analysed qualitative and quantitative data about the SCFM to arrive at a
series of findings and recommendations. Specifically, the evaluation activities included the following :

i. A desktop review of primary and secondary source material.

ii. A series of 10 half-day focus groups that engaged directly with principals and MCSs - four
metropolitan and six regional, plus a focus group with unions and professional associations.
Schools wereselected for participation based on a representative sample of schools with differing
characteristics and contexts.

iii. A survey seeking feedback from all 792 schoolsin WA that receive their funding through the
SCFM. There was an 82% useable response rate fromrincipals and MCSs.Further detail on the
survey methodology can be found in Appendix F.

iv. A quantitative a nalysis of parameters and measures that built on the desktop review to obtain
an overview of how the SCFM operates. The main quantitative analysis activities were:

1 the principal survey results (both in 2011 and 2018)
1 school financial data, including SCFM funding allocations and school expenditure

1 school features and characteristics data, including location, enrolment and student
characteristics

V. Interview s with principals and other staff familiar with the SCFM at 11 schools. These contextual
interviews provided deeper insight into the behaviours, needs andissuesof schools when using
the SCFM.
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Vi. A deep-dive analysis on the staffing expenditure patterns from th e schools involved in the
contextual interviews. This provided a deeper quantitative insight into how schools expend their
resources in practice.

Vii. Synthesisof the findings from these sources and the development of findings and
recommendations.

Evaluation report

This report includes the findings and recommendations of the evaluation. It is presented in three sections,
as follows:

1 Section 4 has the overarching key finding s from the evaluation. All other findings and
recommendations should be considered in the context of th ese key finding s.

1  Section 5 hasa seiies of key findings and recommendations relating to the flexibility and
transparency of the SCFM.

1 Section 6 has a series of findings and recommendations relating to the responsiveness of the SCFM
settings, both to students and individual schools.

Further supporting information is in a series of appendices which are cross-referenced as appropriate
throughout the report.
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4 Overarching key finding s of the evaluation

The SCFM evaluation approach and reportare structured around the four objectives of the Department in
designing the SCFM(see Section3). Thereare two overarching key findings that transcend this structure
which are summarised below. These key findings are a critical outcome from the evaluation and all
remaining key findings and recommendations should be considered in the context of th ese finding s.

Key finding 1: The design of the SCFM is consistent internationally and nationally with good
practice as a needs-based school funding mechanism .

Key finding 2: Principals strongly endorse the SCFM as an improvement over the previous funding
arrangements and as providing them the flexibility to better target need and to manage
resources.

The implication of these key finding s is that the recommendations presented in this re port present
opportunities to fine tune the SCFM, rather than calling for wholesale or radical reforms to the model.

4.1 The design of the SCFMis consistent internationally and
nationally with good practice as aneeds-based school
funding mechanism

In 2017, the OECDpublished a review of school education funding across member states. It found that

formulafunding®, as exemplified by the SCFM, 6is the most effic
method of distributing funding for current expenditurestosc hool sé and outlines the | ess
introduction of such models around the world. ! Needs-based funding models have been introduced in

many jurisdictions in the United States, Canada as well as in Europe. They all contain similar elements:

allocations of funding directly to schools on a per -pupil basis with the amount calculated using a base

amount for the @verage studentbto which is added amounts determined by weights assigned to various

categories of students, such as students learning English, thog from low-income families, and those with

disabilities. Some jurisdictions add an adjustment for certain year levels and others for small schools or

those in remote areas. Still others distribute funds for vocational education and other special programs

using the same approach. Key examples are provided by New York?, Alberta'®, Californial4, and the

Netherlands®® among others.

®Defined as Oo0the use of objective criteria with a univetisally applied
entitled tobd

1OECD, oDistri but i nfgeFandilgmfSthod Educationn @ponecting Resources and LearningDECD Publishing,
Paris, 2017.

12 New York City Department of Education, Fair Student Funding: Budgets that put students first, 2017.

http://schools.n yc.gov/Documents/FSF/FSHPublic-Overview-6.11_FINAL.pdf

13 Alberta Education, Funding Manual for School Authorities 2017/2018 School Year, 2017.
http://www.education.alberta.ca/admin/funding/manual.aspx

¥ Hill. & IHugo, | mpl ement i ng Ca luidihgFormilaa 20%5. hifrMvavepic.ofg/content/pubs/report/R_315LHR.pdf
15 E Fiske and H Ladd, The Dutch Experience with Weighted Student Funding,2010.
http://journals.sagepub.com/doi/pdf/10.1177/003172171009200108
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There is a high level of consistency between theSCFM and the approachoutlined in the national review of
school funding .*® The Reviewpanel recommended that all recurrent funding for schooling, whether
Commonwealth or state and territory, be based on a new schooling resource standard which consisted of
per student amounts with loadings for the additional costs of me eting certain educatio nal needs of
students and schools. It is also consistent with approaches to school funding developed and implemented
in a number of other Australian states and territories such as New South Waleg’, Victoria'®, and the ACT®.

4.2 Principals strongly endorse the S CFM as an improvement
over the previous funding arrangements and as providing
them the flexibility to better target need and to manage
resources

Throughout the focus groups and in the survey responses there is strong support for the SCFM. Almost
without e xception, focus group participants support the principles and intent of the SCFM and a large
majority believe the SCFMis a significant improvement over previous school funding arrangements.

The survey results echo the views expressed at the focus groupswith 78% of respondents indicating they
are either very satisfied or satisfied with the SCFM. An even higher proportion of respondents (86%) either
agree or strongly agree that the SCFM provides the ability to better manage school resources, and 69%
either agree or strongly agree that the SCFM is more equitable in allocating resources comparedto the
previous school funding arrangements (seeFigure 4-1).

Figure 4-1 Satisfaction with aspe cts of the SCFM (based on survey responses)

Overall level of satisfaction 175 12.0
with the SCFM : :

B Very satisfied m Satisfied " Neither satisfied nor dissatisfied m Dissatisfied B Very dissatisfied

The SCFM provides the
ability to better manage a 5.(|
school dsér e
The SCFM is more equitable
. . . 12.7 14.0
in the allocation of funding
0% 20% 40% 60% 80% 100%
W Strongly agree Agree Disagree m Strongly disagree ®MDon 6t know/

16 Australian Government, Review of Funding for Schooling fi Final Repott, 2011
https://docs.education.gov.au/system/files/doc/other/review -of-funding -for-schooling-final-report-dec-2011.pdf

17 New South Wales Department of Education The Resource Allocation Model (RAM) in2018, 2018.

https://scho olsequella.det.nsw.edu.au/file/ae037557622a-4f15-9d1b-2f3ca8c3ea26/1/2018%20RAM%200verview. pdf
18 victorian Department of Education, The Student Resource Package (SRP) Guide, 2018.
https://www.education.vic.gov.au/school/teachers/management/finance/Pages/s rpabout.aspx

19 ACT Education Directorate,Student Resource Allocation (SRA) in ACT Public Schools, 2018.
https://www.education.act.gov.au/school_education/sra-program
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5 Evaluation findings & flexibility and transparency

International evidence points to the need for funding to be allocated in a transparent and predictable way
if it is to be effective, asit allows schools to manage resourcesover the short and medium term s°. Applied
appropriately, flexibility over using the budget has a positive impact on school leadership, teaching and
learning?t, although autonomy over curriculum and student selection does not improve teaching and
learning in public schools?.

This section presents thekey findings and recommendations of the evaluation relating to flexibility
(Section 5.1) and transparency (Section 5.2).

5.1 To what extent has the SCFMimproved flexibility for
principals to make financial and workforce management
decisions?

Through the SCFM, all schools receive ane line budget, meaning that principals can decide how to use
the resources they are allocated. This includes @termining the proportion that will be used to meet salary
and non-salary costs Such an approachis intended to give principals the flexibility to move funding
between salaryand cash budgets, and to direct resources towards meeting specific school and student
needs. This sub-section presents four key findings relating to whether this intent is realised.

9 Key finding 3: The integrity of the SCFM requires that the significant majority of school funding
is allocated through the SCFM.

9 Key finding 4: The design of the SCFM has increased flexibility for principals to meet the
specific needs of a school and its students .

1 Key finding 5: Some policies relating to the budget cycle and expenditure constrain the
flexibility of schools to plan ahead .

1 Key finding 6: The SCFM operates within broader policy settings that can constrain principals'
workforce flexibility .

5.1.1 The integrity of the SCFM requires that the significant majority of
school funding is allocated through the SCFM

In 2018, SCFM funding accounts for 94.94%of total Department funding provided for public schools.
The remaining 5.06%comprises 133 separate targeted initiatives (seeFigure 5-1). Maintaining the
proportion of targeted initiatives at or below this level is required to ma intain the integrity of the
SCFM. If targeted initiatives were allowed to accumulate over time to account for a more significant
proportion of funding, they would undermine the flexibility and simplicity of the SCFM. Schools

20 OECQ The Funding of School Education: Connecting Resources and Learning, OECD Review§School Resources, OECD Publishing,
Paris 2017.

2 |bid.

22 Nous Group, Schooling Challenges and Opportunities, Nous Group, Melbourne, 2011.
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would have to keep track of multiple funding lines and acquit the funding against specific targeted
initiatives. This would compromise the linkage between student need and funding.

Figure 5-1 SCFMand targeted initiatives as a % of total funding 2018

SCFM Other incl. Targeted Initiatives

94.94% 5.06%

The 5.06% "Other” includes 133 separate targeted initiatives, regional allocations and operational responses:
48 targeted initiatives (representing 72% of the total value of “Other” funding)

64 operational responses (26%)

21 regional allocations (2%)

Recommendation 1: The SCFM should be the mechanism for allocating at least 95% of
departmental funding to public schools

1 Implement a review of the collective profile of targeted initiatives every three years.

5.1.2 The design of the SCFM has ncreased flexibility for principals to
meet the specific needs of a school and its students

Principals perceive that the design of the SCFM hasincreased their flexibility and they feel more
empowered by its introduction . Overall, over 75% of survey responsesagreed or strongly agreed that the
design of the SCFM provides flexibility to target their school and student needs. Over 85% of ESGs and
ESSsagree or strongly agree (seeFigure 5-2). A greater proportion (80.7%) of larger schools (primary
schools with over 600 enrolments and secondary schools with over 1200enrolments) indicated that the
SCFM provided them with flexibility to target school and student needs (see Appendix A, A.1-Figure 1).
This is likely due to having a larger funding base and more practical opportunities to exercise discretion
over where that funding goes.
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Figure 5-2: Survey results: Extent that the SCFM provides flexibility to target school and student needs

All schools 18.8% 63.0% 13.6%

Education Support 5.59 65.5% 21.8%

Combined Schools 18.8% 62.5% 16.7%

Secondary Schools 18.4% 58.2% 16.3%

Primary Schools 20.5% 63.8% 11.6%

0% 20% 40% 60% 80% 100%

B Strongly disagree  ® Disagree Agree m Strongly agree

The majority of survey respondents saw the design of the SCFM as offering more flexibility in managing
finances, compared to the previous school funding arrangements. As Figure 5-3 shows, only a small
minority (13%) of all schools agreed or strongly agreed that the SCFMdesign provided less flexibility than
before.

Figure 5-3: Survey results: Agreement that SCFM provides less flexibility in managing finance s in
comparison with the previous arrangements?*

All schools 52.0%
Education Support ﬂ 42.6%
Combined Schools 41.3% I
Secondary Schools 53.6% I

Primary Schools 54.0%
. .

0% 20% 40% 60% 80% 100%
B Strongly agree ™ Agree Disagree M Strongly disagree mDondt know/ N

Principals provided a broad range of examples of how they use the enhanced flexibility provided by the
SCFMdesign to make financial and workforce decisions to best meet the needs of their schools and
students. These examplesare grouped into three categories :

The ability to fund programs targeted at high -needs cohorts of students

Some schoolshave used the flexibility provided through the SCFMto provide additional support programs
to particular cohorts o f high-needs students. Examples include allocating teacher time to targeted
programs designed to improve literacy and numeracy, implementing resilience programs for students with

2 Note: Q8_2 The SCFM provides me the flexibility | need to target school and student needs, n = 649
24 Note: Q19_4Compared to the previous funding mechanism, the SCFM provides less flexibility in managing finance, n = 637
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mental health needs and providing a breakfast club that provides for disadvantaged students. Schools also
noted that the increased autonomy and flexibility allows them to trial new support programs and only
continue with th ose programs that achieve the best outcomes.

Tailoring the workforce profile of the school

Although salaries are paid centrally, principals observed that the flexibility over their workforce profile is an

improvement over the previous staffing formula that dictated the number (FTE) and type of staff that the

school needed to employ. Principals can structure classs based ontherst udent s6 education anc
behaviour needs and how this aligns with the capabilities of their teachers and/or target funding to

specific staffing types. This flexibility has enabledprincipals to (among other things) :

1 Use smaller class sizego respond to the needs of a particular cohort of students.

1 Identify opportunities to put students with additional support needs in the same class to pool
Education Assistant (EA) resources to provide the most amount of EA time to their students.

1 Be more flexible with how they use relief for teaching and non -teaching staff on leave, with principals
able to determine whetherreliefisnecessary and effectively Obankingd tt
student programs or professional development activities for staff.

1 Increasespecialist staff time (e.g.school psychologist) to cater to high -needs students.
1 Increase administrative stafftime to reduce teacher workload in providing support to parents .
Shifting funding between staff and non  -staff cost s

Based on 2017 expenditure and revenue data, over 86% of school expenditure was used to fund salaries.
The ability to shift funding between salaries and cash allows schools to innovatively use their funds to
meet student needs. For example, a secondary school with assmall number of Aboriginal students used the
funding it received to purchase TAFE traineeships instead of hiring a part time Aboriginal and Islander
Education Officer (AIEO) as it would have done under the previousstaffing formula. This flexibility allows
principals to determine the appropriate balance between salaries and cash budget for the specific context
of their school.

Among all school types, 60% of principals considered that the design of the SCFM either mostly or fully
achieved the provisionoffl e xi bi | ity in managing the probbdfe of a sch
principals either agreeing or strongly agreeing that the SCFM design provided more flexibility in managing

t he s chool dhanthe previodsoechamism (see Appendix A, A.1-Figure 2).

It is noted that t he consultation responses about improved flexibility could also reflect, in part, the impact
of the introduction of Independent Public Schools (IPS) & with 80% of schools now an IPS, compared to
57% when the SCFM was introduced in 2015 Schoolsthat moved to the IPS model would have
experienced greater autonomy more generally over their workforce regardless of the introduction of the
SCFM. Therefore, the flexibility afforded by the SCFM means that allschools have the same flexibility
regardless of IPS status.

5.1.3 Some policies relating to the budget cycle and expenditure constrain
the flexibility of schools to plan ahead

While the SCFMwas designed to improve the flexibility to make financial decisions, this flexibility can be
diminished due to some funding policy settings, in particular:

1 The timing of the census and the confirmation of school budgets after the school year has
commenced (seeFigure 5-4)
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1 The first cash gateway being received after the confirmation of budgets in March/April.

1 The requirement to spend 96% of the budget within the calendar year.

1 Policies and processes relating to capital works expenditure.

Figure 5-4: Annual school budget cycle
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Collectively, thesepolicy settings impact schools in three main ways:

Some schools experience cashflow issuesin Term 1

Under the SCFM, schoolscurrently receive their first cash gateway
towards the end of Term 1 (typically in late March) and their second
cash gateway in July. Theaiming of the first cash gateway depends on
school operational budgets being confirmed after the census data
has been collected in February. This differs to the previous school
funding arrangements where schools received their first paymentin
early February. By way of comparison, hools in other jurisdictions
are provided with their cash payments earlier in the school year.For
example, in the Northern Territory schools receive a cashpayment in
January and then another in July’®. In Victoria®®, schools receivea
payment at the start of the four school terms; the first payment is
based on projected enrolment numbers and the remaining payments
are then adjusted to reflect the final operati onal budget.
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25 Ernst & Young, Government School Funding in the Northern Territory: review of the Global School Budgets Funding Model, report

prepared for the NT Department of Education, 2017.

26 \/ictorian State Government Education and Training website, School Financial Guidelines, accessed on 20/6/18 at
http://www.education.vic.gov.au/school/teachers/management/finance/Pages/srpmanagepayment.aspx.
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Throughout the consultation process, principals and MCSsargued that the first cash gateway is received
too late and 15% of survey respondents raised the issue in opernrended questions.

The impact of receiving the first cash paymentlate in Term 1 is that either through constrained budgets or
financial management capability, some schoolsdo not have enough carried forward funds to make
purchasesbefore the first cash gateway. This l@ads to some schools feeling @nxiousdabout expenditure
early in the school year or delaying expenditure until after the budget is confirmed and the first payment
received.

The requirement to spend 96% of the school budget in the calendar year compounds this issue, as schools
are limited in their ability to put aside funds from one year to use in the first part of the next calendar year
prior to the first cash gateway.

Some schools have managed this cashflow challenge by convering their salary variance at the end of the
school year to cash and carning forward th ese funds to the next calendar year. These schools tended to
be large secondary schools as theirrelatively larger budget gives them more flexibility to carry a salary
variance from one year to the next.

Schools with cashflow issuesdo have the ability to contact the School Funding branch of the Financial
Planning Directorate to request an earlier cash payment if required, although some schools had either not
heard of the process or perceived it to be too difficult and time consuming.

Multi -year planning i s difficult for some schools

7% of surveyrespondents reported concerns with the 96% spending
dThe requireme requirementinopen-ended questions. This issuewas particularly

96% of funding in the year is raised by combined schools, schools located in Midwest and in remote
onerous. It does not allow for WA. Some principals remarked that this requirement restricts their
forward planning and is a ability to save and plan over a three-year strategic planning cycle,
real stress to ensure it is making planning for medium priorities more difficult . Examples
spent. Eventually schools will provided of expenditure that need s to be planned for over a multiple
not have sufficient funds set year horizon include replacement of ICT assetsand expenditure on
aside for improvements, new minor capital works.

hi gh cost res . . )
Throughout the consultation process, the realities of capital

0The 96% mini m expenditure requirements on buildings was cited as a constraint on
rule has had a negative flexibility. At the outset of the SCFM, it was intended that capital works
impact upon our long term and scheduled maintenance be paid for centrally?” and in the most
Lpr@se e n it ol el recent guidance given to schools, it is indicated that funding through
the SCFM should be for activities such as cleaning, gardening and
asset replacement®. Some schoolscomment that the process for
applying for central funding for capital works through Building Management and Works (BMW)is slow,
not transparent and sometimes does not provide them with sufficient funding. With the perceived
difficulties of this process, sane schools with capital works requirements are allocating funding received
through the SCFM (and reserves) to fund capital expenditure such as building a new school block,
replacing leaking roofs and constructing outdoor play areas, even though major capital expenditure is not
intended to be funded through the SCFM.

27 Department of Education, Student-Centred Funding Model and One Line Budgets: A New Way of Resourcing and Working, 2014.
28 Department of Education, Student-centred funding and one line budgets: Per student funding 2018, 2017.
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The timing of the census and budget finalisation makes workforce management challenging

9% of survey respondents raised the issue that planning their workforce based on projected enrolment s is
a challenge, and 15% raised the issue of late budget finalisation impacting
workforce planning.

oOPl ans put in
The final operational budget for schools is calculated on enrolment data end of the previous year
collected in the February census and then confirmed later in Term 1 are affected dramatically
(March/April). However, workforce decisions for the school year are typically by enrolments in small
made in October/November of the prior year based on projected enrolments. As schools and can't be )
schools do not receive funding for students who enrol after the census date foreseend
(except for students with an IDA), this can present challenges when there are oUnpredictat
significant changes in school or student characteristics between the workforce student numbers makes
decisions made in October/November and the final budget confirm ation. financial planning and

. . . ) staffing com
The difference between actual and projected enrolments is exacerbated inthe

following circumstances:

1 In small and regional schools that do not have the necessary scale, and thereforebudget flexibility, to
absorb differences.

1 Schoolsin an area with alow ICSEAand with high student transiency, as accurately predicting
enrolments can be more challenging if there is high transiency.

1 Schools with a high number of students with a disability, as these students attract a relatively higher
amount of funding.

These schools may experience relatively large changes in funding and profié of students between the end
of one school year and the beginning of the next. However, while the timing makes workforce
management challenging:

1 Analysis of system level student enrolment shows the current Term 1 censusdate occurs at the time in
the school year when enrolments at system level are at their highest. In 2017, there was a net loss of
about 250 student FTE per week after the 2017Semester 1 census, culminating in almost 1,800 fewer
students sevenweeks after census, with enrolments remainingrelatively stable thereafter. As such,
changing the census date would on average exacerbate these challengesHowever, in 2017, 44% (355)
of schools did have more students in Semester 2 than in Semester 1, although only 5% had notably
more (>15) students and only 1% had notably more students in consecutive years. Although an issue
for a small minority of schools, it does not warrant an adjustment to the SCFM. Schools experiencing a
significant number of students enrolling after census can currently request budget adjustment.

1 A student-centred funding model must rely on an accurate picture of student enrolments, and the
census is the key mechanism for this.It is not possible to remove uncertainty around enrolments, but
schools should be supported to build the ir capability to manage uncertainty and associated risk.

Recommendation 2: Enable improved cashflow management for schools by adjusting current
policy settings, including:

1 Introduce a cash payment gateway early in Term 1.

1  Enable medium term cash planning for schools by changing the 96% expenditure requirement to be a

rolling three year target with further guidance to schools around how to manage significant
expenditure requirements within the 96% requirement, including minor capital works.

1 Maintain the overall expectation that schools should spend their funding in the school year in which it
is received.

1 Provide further guidance on when and how to seek additional funding for students that are not
counted at February census.
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5.1.4 The SCFM operates within broader policy settings that can constrain
principal sfiexibilityr Kf or ce

System-wide workforce policy settings have been put in place to manage the complexities of a workforce
of nearly 40,000 FTEacross more than 800 schools. As such,some trade-offs between system-wide
imperatives and school-level flexibility are inevitable and desirable. The consultations have demonstrated
that two of these policy settings interact with the SCFM to potentially create some unintended
consequences.This evaluation is not judging the merit of these policy settings but merely highlighting
how they interact with the SCFM to impact individual schools.

Permanency requirements combined with redeployment policies limit s ¢ h o @ekilsilify to
match workforce to school and student ne  eds, particularly for students with disability

To provide job security, industrial relations arrangements and Department policies for teachers and EAs
specify requirements for permanency. For example:

1 The Education Assistant sémeftGo Al Have 106 manil Agr e
2016%° specifies that EAs are to be employed on a permanent assistants who were made
basis except for Gpecial projectsdor to fill temporary vacancies permanent when they were
where they can be employed on a fixed term or casual basis. assigned to a student with a
Special Needs EAs on fixed term contracts are deemed disability. | have 2 full time EAs
permanent after two years continuous service. level 3 and only $40,000 in

1  Teachers under the Country Teaching Program (CTP) and the disability funding. When |

. . . attempted to get support from
Metropolitan Teaching Program (MTP) receive permanency at . .
) ) staffing about possible
their last CTP/MTP school after two years continuous and .
) } redeployment, my planning was
satisfactory service. picked to pieces as in where my

The workforce needs of schools are not static; they follow the funding was going to be spent. |

changing needs of students on a year to year basis.To balance a was basically informed that | can

system-wide imperative to maintain a permanent workforce with afford the EAs so will have to
school-level requirements to adapt to changing student profiles, keep them. This limits my ability
the Department manages a redeployment process. This process to provide teaching staff or

enables school staff who are surplus to requirement to move to TS e SmtEs, [ wem e

another position in the WA public school system. a n_mre t.ransparent way of

dealing with staff that we are

Principals regard the redeployment process to be time-consuming paying for who a

and difficult, and they are critical of the need to often use their

SCFM budget or cash reservedo fund permanent staff that have

been identified by the school as being surplus to need. This

funding would otherwise be used for other priorities , meaning that the objective of improved budget

flexibility, and the ability to adjust workforce profiles to meet changing needs, is compromised. Many

stakeholders raised this issue throughout the consultation process ; it was a widely-held concern.

The problem is particularly evident with respect to EAswho support students with an IDA. There aretwo

reasonsfor this:

1 Permanency requirements for EAs are often more stringent than for teachers and other school staff.
Permanency requirements differ in practice across awards.

®Education Assistantsd (Governments) General Agreement 2016, Part 2
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1 When a student with an IDA moves or leaves a school, their IDA funding follows them immediately.
The permanency of the EAs then limits the options for schools to manage the workforce to reflect the
new student profile and available funding during that school year .

Requiring schools to absorbothec o st of surplus staff has a disproporti ol
to use non-salary funding to meet school and student needs. Non-salary funding makes up, on average,

only 12.72% of total funding. As a result, a small percentage increase in salay costs can result in a large
percentage decrease in a school 06s cirasmallerachomls, bsahey | i t y. Th
have less scope withn their budget and school profile to absorb changes by reprofiling the workforce

across the gudent body.

Recommendation 3: Internally m onitor and analyse the impact on schools of redeployment
policies, including the requirement for schools to absorb surplus staff.

Class sizerequirementsmay constrain school sd abilientyjeed o t ai |l or | e

The Shool Education Act Employees' (Teachers and Administrators) General Agreement 201# outlines a
recommended and maximum class sizethat each school should plan not to exceed (see Appendix A, A.2-
Table 1).

Based onthese recommended and notional class sizes, principals can be constrained in the extent to
which they match workforce to class size. In the consultation process, it was noted by someprincipals that
some schools have been able to negotiate different classsizes with individual teachers where others have
not been able to. This results in some schools having more flexibility around class sizes than others

More broadly, class size requirements present a risk of becoming out of sync with the emerging evidence
and policy direction towards differentiated learning. For example, recent proposals to move towards
differentiated and data driven learning approaches rather than a one-size-fits-all approach to class sizes
and student-teacher ratios®.

5.2 How simple and tran sparent is the SCFM?

The underpinning methodology that allocates funding to schools is clearly articulated and readily available

through the SCFM Manual and guidance documents. There is an explanation of each funding line,

including the intent of the alloc ation, eligibility, funding weights and calculations. When the school budget

is confirmed each school receives its Funding Agreement, which includes the StudentCentred Funding

Statement for the school year. This sets out the total budget allocated for each funding line and the

enrolments (based on February census data) used to calculate these allocations. The breakdown of

funding for each school is publicly avail able on the De

This sub-section presents three key findings relating to the simplicity, transparency and accountability of
the SCFMdesign:

30 school Education Act Employees' (Teachers and Administrators) General Agreement 2014Part 2 section 12.
31 Australian Government Department of Education and Training, Through Growth to Achievement: Report of the review to achieve
educational excellence in Australian schools, 2018.
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1 Key finding 7: The design of the SCFM has improved transparency of funding allocations, but
the underpinning mechanisms are not always clear to schools .

1 Key finding 8: The design of the SCFM provides the foundation for stronger accountability, but
there is room for improvement .

1 Key finding 9: While Departmental support mechanisms, tools and guidance are useful, the
focus is on understanding mechanisms rather than building capab ility .

5.2.1 The design of the SCFM has improved transparency of funding
allocations, but the underpinning mechanisms are not always clear to
schools

The majority of schools perceive that the design of the SCFM is simple and transparent with 60% of survey
respondents indicating that it either mostly or fully achievesthese objectives (seeFigure 5-5). Across
different types of schools, primary schools showed the least satisfaction with the transparency of the
SCFM whereas80% of ESSYESGs responded that the SCFMdesign either mostly or fully achieved being
simple and transparent. The majority of principals (72%) believe the SCFM is more transparent than the
previous funding arrangements (see Appendix A, A.3-Figure 1).

Figure 5-5: Survey results: The simplicity and transparency of the SCFM 2

All schools  w2% 30.2% 9.5%
Education Support _ 16.4% .
Combined Schools _

Secondary Schools _ 29.6% -

0% 20% 40% 60% 80% 100%

Primary Schools

m Fully achieves  m Mostly achieves Partly achieves m Does not achieve

However, the transparency of the SCFMcan be improved. While it is perceived that the SCFMdesign has
improved transparency in total funding and provides clarity over funding allocations, t here are aspects of
transparency in the funding model that were identified by the evaluation as areas for improvement.

The intent for certain funding allocations is not fully understood

The consultations demonstrated that some schools do not fully understand the use of the ELB& in
particular the extent to which it is intended to be used to fund school infrastructure costs. It isalso
apparent that there is unfamiliarity with the detailed mechanisms used to calculate funding allocations.
This results in misconceptions over how the SCFM allocags funding to schools, for example:

32 Note: Q7_5 SCFM is simple and transparent, n = 651
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1  Eligibility of students who can be counted for census . The Department has introduced additional
criteria that enable schools to count students not present on census day, subject to certain
requirements. This is outinedint he Census User Guide, available to
Census website however not all schools are aware of the updated parameters.

1 The use of self-reported data from parents to calculate social disadvantage funding . Many schools
expressed concern over the accuracy and comprehensiveness of this selfeported data, and the
impact this might have on social disadvantage funding. The Department triangulates this data with
statistical modelling of social disadvantage, rather than relying only on self-reported data. This is
outlined in the SCFM social disadvantage allocation guidance document, however schoolsare not
always aware of this mechanism.

In these examples, the information is available to schools but not all schools are familiar with it, especially
when the SCFMsettings have been modified. The Department should ensure that it communicates the
model design and future enhancements effectively and schools should be proactive in maintaining their
understanding of the model .

The detailed mechanisms for the IDA are seen as opaque

In most cases, including the examples described above, the underpinning mechanisms used to calculate
funding allocation s are explained in the SCFM guidance documents or other Department policy
documents. However, the underpinning mechanisms for assessing the funding level for students through
the IDA are not made clear to schools, in particular the decision-making process and rationale for

det er mi ni n gfungingsldvel. dhésrs distisssed in more detail in Section 6.3.4.

The current approach to charging schools for salaries masks  true workforce costs

The mechanism that is used for the SCFM settingsdoes not provide transparency over true workforce

costs. Salaries are charged to schools from theionelinebudget at a standard O6noti
category, regardless of the actual salary level of individual staf. The notional salary rates are average rates

with on-costs for superannuation. This means that the true cost of the workforce profile is not transparent

to schools. In practice, this can result in schools with higher actual workforce costs being effectively

subsidised by those schools with lower actual workforce costs. The difference is not explicit as the actual
workforce costs are paid centrally.

The evaluation has compared the notional salarycharge incurred by schools with the actual expenditure
incurred by the Department on school-based employee-related costs. In 2017, the salary charge to schools
was $3.08billion, including salaries, leave, superannuation and allowancesCosts not charged to schools
such as long service and sick leaveare excluded, as areallowances such as those paid to teachers working
in eligible regional and remote locations.

Figure 5-6 and Figure 5-7 show the difference between actual staff expenditure and the charge to schools
by location type (remoteness)and region. This analysisindicates that on average schoolsin remote and
very remote locations have actual staff expenditure less than the notional rate,, and more specifically this
applies to schools in the Goldfields and Pilbara regions.
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Figure 5-6: Difference between actual staff expenditure and the salary charge to schools per student by
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Figure 5-7: Difference between actual staff expenditure and the salary charge to schools per student by
region
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The impact of the true cost of salaries not being transparent is that it masks funding inequities between
different schools, particularly schools in more disadvantaged areas(seeFigure 6-27: 0). Throughout the
evaluation, some schools in more disadvantaged areas suggested that they had difficulty attracting a more
experienced workfor ce because of t hRarthermosecschoalsla@ eot iscentivised tot .
create an efficient workforce profile based on their allocated resources because they do not need to
account for the full costs of their workforce.

It should be noted that several principalsremarked that the advantages of using notional rather than
actual costs for their workforce is that it is more simple to manage and does not incentivise principals
against employing experienced teachers

Recommendation 4 & Explore optio ns to improve the transparency of salary funding by internally
reporting on actual workforce costs.

1 In the short-medium term, retain the current approach of funding notional salary costs and
introduce internal annual reporting on how the differential betw een actual and notional salary costs
differs in aggregate across school type, ICSEA/alues and locality.

1 Examine the benefits and implications of potential options to move to an approach of funding
individual schools on the basis of actual salary costsrather than notional salary rates.
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5.2.2 The design of the SCFM provides the foundation for stronger
accountability, but there is room for improvement

Increased transparency ofthe amount and allocation of funding through the SCFM has the potential to
support stronger accountability.

Increased transparency enables engaged school communities to hold principals to account

The Departmentd guidelines on what should be reported to school councils/boards are not highly
prescriptive. The Funding Agreementrequires schools to be transparent and accountable to the school
council/board for funding allocation s and use of funding. This includes requirements covering budget
planning, reporting , advice on variations and an expectation that school councils/board s should note the
Funding Agreement as they endorse the school budgets and business plars. Information on the ongoing
financial position of a school is identified in the School Resourcing System Operational Dashboard
(discussed further in SectionO0) to facilitate reporting to school councils/boards.

Funding allocations through the SCFMare transparent to the broader community as well, being clearly set
out through the school funding statement available on Schools Online. Further, every school is required to
publish an annual school report, with an explanation of school performance and to reflect a focus on
specific student and school characteristicsas represented in the SCFM?. This provides school specific
context for the broader community to hold the principal to account for how
funding has been used to support school and student needs. OEases unde,]
[of] the allocation and
communication to the
Board/Finance
Commi ttee

In practice, however, the level of accountability depends on how engaged
and proactive the school council/board and the broader school commun ity
are. This can vary acrosschools, with principals reporting that there is
typically lower engagement in more disadvantaged areas.

That said, principals noted throughout the consultation process that the o[l can] bet
transparency of both the funding allocations and school financial positions our community in
facilitated accountability to councils/board s and the broader school conversations about
communities. Some noted that access to suchinformation served to build resource allocation and
the capability of the council/board to fulfil its governance role by building targeting areas of

their understanding of how their school is funded. student need o

Many schools noted that having the reports available on the School

Resourcing System made it easy toshare information with their communities

and councils/board s. It helped that they were in a user-friendly and easily digestible format. On a separate
point, several principalsargued that transparent information also supported accountability within the
school, as it encouraged engagement with staff on school planning and decision-making about internal
resourcing priorities.

There are accountabilities in  the Funding Agreement, but  the connection between funding,
expenditure and student outcomes is not clear for all schools

Transparencyabout how schools use their resources allowsthe Department to ensure that public funds
are being used to meet the education needs of students, in line with strategic priorities. The Funding
Agreement between the Department and each individual school is the primary mechanism through which
schools are heldto account. It sets out high-level requirements for principals about the use of funding 3

33 Department of Education, Funding agreement for schools, 2018.
34 Department of Education, Funding agreement for schools, 2018.
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and articulates what is expected in terms of the governance mechanismsfor budget planning,
administration, monitoring , and reporting.

The Funding Agreement is not, however, currently designed to hold schools accountable for expenditure
decisions. Schools consulted in the evaluation perceive the Funding Agreement to be a technical
compliance document, rather than a means of holding schools to account for how funding is used.

With increased flexibility for how schools spend their funding, there should be a sharper focus on the
outcomes being achieved. However, this involves a difficult trade-off between two objectives, being to:

T hold schools to account for t mandelatediother eutn@aned, and f studen
their use of funding to achieve those outcomes

1 avoid input controls % & i.e. prescription on how funds ought to be used.

An additional objective should be to minimise reporting requirements on schools. This is in the context of
feedback that indicated that, while the majority of schools perceive the SCFM reporting requirements to
be less onerous in comparison to the previous school funding arrangements, around 25% disagreed with
this (see Appendix A, A.3-Figure 2).

Defining those outcomes and how they are measured can be challenging, given the dynamic of some
school environments and the fact that there are other factors in play outside the control of schools.
However, it is critically important for the Department to be in a position to track the impact of its
investments, and to analyse which interventions work best for different types of schools and student
cohorts.

It follows that efforts should be made to incorporate appropriate measures in to the accountability
framework for schools, while bearing in mind the challenges and risks mentioned above. Ideally,
performance against those measuresshould be available to school boards/councils at a minimum.

Accountability mechanisms also need to avoid introducing onerous reporting requirements. As noted
above, a sizable minority of around 25% of survey respondents disagreed that the SCFM reporting
requirements are less onerous than the previousschool funding arrangements.

Recommendation 5 8 Enhance accountability of schools to the Department through more
rigorous monitoring of outcomes and financial management.

1 As part of the ongoing consideration of a new approach to school review, establish enhanced
mechanisms for principals to report to the Departm ent on the outcomes of government funding.

1 Enhance reporti ng oing tosenablesharisg®f infosnatiorooh gobdipractice and
what works, without reverting to separate accountability for individual funding allocations.

% Targeted initiatives may still require greater definition of inputs as they are for specific programs.
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5.2.3 While Department al support mechanisms, tools and guidance are
useful, the focus is on understanding mechanisms rather than
building capability

Support through training and guidance is  used and appreciated by school staff, but they feel
less supported compared to when the SCFM was first introduced

Support on using the SCFM is available to principals and MCS through three mechanisms:

1:Face to face training . As part of the initial roll out of the SCFM, training was available to all principals.
Since then, a schedule of taining has been maintained that principals (and MCSs) can opt in to. In 2017
there were 92 face to face training sessions, with over 1,300 attendeesThe distribution of all training
sessions across educatioal regions is broadly consistent with the number of schools in each region.
However, only two of the session topics d Planning and Managing the School Budget, and Planning for
2018 0 were held in every education region. Other training sessions were only run in themetropolitan
regions.

2: Documented g uidance. The SCFM Manual provides guidance onthe calculation and operation of the
funding model . This guidance is readily available through the School Resourcing System. Schools can also
access the School Resourcing System Preliminary Planning Manual, wbih provides step by step guidance
on how to use the system and the various planning tools.

3: Individualised support . Support to individual schools is provided through the principal advisors and
finance consultants. Thissupport can be requested by schools or may be instigated by the Department if it
identifie s through its ongoing monitoring that a school may be facing financial challenges. Individualised
support is also provided through the formal processes of the Budget Monitoring Group and Budget
ReviewProcess.A principal may apply for support if the:3®

1 School is unable to operate within their one line budget (over budget) .
1 Profile of staff does not enable the school to comply with legislation, policy or industrial instruments.

In 2017, 102 schools épproximately 12% of the total number of schools) were provided with individualised
support through these processes.

Schools generally feel more supported to use the SCFM in comparison to the previous school
funding arrangements .

Over 75% of survey respondents indicated that the Department has provided more support to schools in
using the SCFMcompared to the previous funding arrangements (see Appendix A, A.4-Figure 1).
Respondents with the longest tenure, and therefore longest period of experience, were more likely to
agree that the Department has provided more support compared to the previous arrangements, with over
80% of respondents that have been employed at their position level for more than eight yearsindicating
that the Department had provided more support. However, the strength of this view decreased as
respondents became more remote, with around 60% of respondents in remote and very remote location s
indicating that the Department has provided more support.

The perception that support has decreased since the introduction of the SCFM was raised frequently in
consultations. Training, documented guidance and individualised support are still available, so this
perception of a reduction in support most likely reflects a transition from compulsory support in the initial

36 Department of Education, Student-centred funding and one line budgets: Support for schools to adjust their workforce and/or
balance their one line budget, 2017.
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roll out period to a situation where schools need to proactively seek support. Furthermore, arestructure in

the Department means there are no longer finance consultants based within regions; schools must seek
this individualised support from the central Department.

There are noformal mechanisms for horizontal support on how to operate successfully under the SCFM,

such as peer support and best practice forums for principals to share their experiences. Horizontal support

mechanisms could complement existing centralised support from the Department and may meet a
perceived need from schools for additional support.

The SCFMplanning and forecasting tools and the operational dashboard have made it simple
and easy to plan ahead

The School Resourcing System provides budget planning and forecasting
tools through the Preliminary Dashboard and Budget Scenario Dashboard.
The Preliminary Dashboard enables schools to plan their budget for the
following year. The Budget Scenario Dashboard enables schools to test
scenarios under different assumptions.

0 The Dashboard]
OBI [is] simple and
easy to
use/ manag

o[The SCFM has a]
user friendly
platform c

The Projected Enrolments report is a key tool within this, enabling schools
to record predicted enrolments of funded students and student
characteristics, whichare reflected in the Preliminary SCFM Allocation
report. This enables schools toforecast how much funding they are likely
to receive in the following year, based on their anticipated enrolments.

Schools reported that this generates greater confidence in their forecast

budgets and helps to improve accuracy of planning. Schools reported regularly refining their predicted
enrolments in the system throughout Terms 3 and 4 to provide up to date forecast s of budget s. This
information can then be used by schools to plan how best to use the projected funding, including
planning workforce requirements and use of cash. There arealso tools to support workforce and cash
planning, such as the Salaries Plan and underpinning forecast staff expenditure reports3” Many schools
also reported using these tools to test the budgetary impact of putting in place specific programs (such as
additional literacy and numeracy support) that would require a change in workforce.

In addition to planning and forecasting tools, the School Resourcing System provides tools and reports for

schools to monitor the ongoing operational budget through the Operational Dashboard. This enables
schools to monitor and review salary and cash expenditure and forecast variancs. This provides
transparency for schools to monitor their financial position against their one line budgets.

Throughout the consultation process, principals and MCS consistently expressed that the SCFM tools
were simple to use and useful for school planning and ongoing management. Around 6% of survey
respondents reported the ease of use of the tools as one of the three main benefits of the SCFM,
particularly for ES$ESG and remote schools.

However, the usefulness of planning and forecasting tools available to schools in the School Resaurcing
Systemdoes vary. One dimension of this is the school context, as the tools are designed to be generic
enough to support the majority of schools , but this means that some schools find them less useful. For
example:

1 ESCsand ESSglonothave 6t ylpd c@al ass sizes and all ocation

1 Secondary schools, particularly large schools, have more complex requirements for planning class
structures and therefore workforce needs.

37 Department of Education, School Resourcing System: Preliminary Planning Version 1.4, 2016
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A second dimension that impacts on the usefulness of tools is the experience and capability of principals
and MCSs to fully use them. This is related to varying experience and capability in how best to use the
funding under the SCFM and the level of support provided to schools, discussed in the previous section.

As aresult, some schools supplement or replace their use of the SCFM planning and forecasting tools with
their own offline planning tools & either because they better reflect their school context and/or because
they have greater confidence and understanding of their own tools.

While the supporting systems are useful, principals identified three  opportunities for further
improve ment

Issues were raised in relation tosome aspects of the support systems and tools. Principals commented on
three ways that the systems could be improved.

1:Interoperability and currency of the system. The systems that feed information into the Operational

Dashboard are updated at different times & staffing and budget adjustments are updated daily, whereas

cash information is updated monthly . This creates discrepancies in the overall financial position shown in

the dashboard, which may not be accurate at a given point in time. The introduction of WebSIS will

address this, as it will bring in daily cash information based onthedatar ecor ded i n school sd fii
systems. Someprincipals raised concerns about inefficiency in usingmultiple systems for school

management. Where principals and/or MCSs understand the underpinning systems and the interaction

between different reports, they can identify discrepancies and factor these into their assessment of the

current financial position.

2: Ease of navigation of the system. The SchoolResourcing System containsmany tools and reports
across three dashboards. The majority of schools are usig these, but it is unlikely that schools use all of
the tools and reports available in the system. In most cases, principals and MCS appear to be using a
subset of tools and reports that they find best meet their needs, based on their school context s,
expectations of school councils/boards, and personal preference and experience. However, schools
consistently noted that the system is not intuitive and it can be difficult to navigate to their preferred tools
and reports within the system. This issue was raed by approximately 10% of survey respondents.

3: System speed. Throughout the consultation process, schools frequently noted issues relating to the
speed of the system. This included the speed of the initial system log in, as well as the speed of generaing
and navigating through reports within the system. System speed was raised by more than %6 of survey
respondents as one of the three main challenges of the SCFM. This appears to be more of an issue in
some regional locations, likely due to bandwidth capacity. However, the evaluation team also observed
this to be an issue in metropolitan schools for reports that are using and displaying large datasets from
related systems such as HRMISThere s evident frustration amongst principals and MCSs using the
system. The slow speed of the systemhas discouraged some principals from regularly using the tools.

Training and support ¢ ould focus more on building capability of  principals to use the flexibility
of the SCFM for improved student outcomes

The support and tools outlined above tend to focus on the process and mechanics of using the SCFM
rather than building the capability of principals and MCSs to use their budget and its increased flexibility
to improve student outcomes. There is a wide range of financial management experience and capability

a cr o s sprindipats.aVhen the SGAM was introduced, many principals were concerned that they did not
have the skills and experience to operate oneline budgets, particularly in challenging circumstances.
However,dter coming to ter ms whetS8GFMtahdbuddgeting,chbrais now a desire for
more training and support to deliver improvement s in schools outcomes. Individualised support to schools
is ad hoc and most schools remarked that they used this support only when they were in budget difficulty.
Further, the documented support and guidelines provide details on the allocative mechanisms and how
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student/school characteristics are reflected in the funding. There is limited guidance on how best to use
the funding to improve performance . Building capability could also help shift the focus of some principals
and MCSs away from how funding would have been used under the previous funding arrangements,
towards thinking of new and innovative ways to improve outc omes of their students. Training and support
should be Iinked to the Departmentds | eadership

Recommendation 6 - Establish mechanisms for ongoing refinement and improvement of the
SCEM.

1 Establish aprocess for principals to provide ongoing advice and input to the Department on
continuing to evolve and improve the design of the SCFM and how it is used by schools.

1 Maintain current capacity in the Department to provideongoi ng advice to t ht
corporate executive on the operation of the SCFM and potential improvements .

Recommendation7 dConsi st ent with t he Depar tuidé¢ha cagabilityl €
of school leaders to use the funding and flexibility provided through the SCFM to deliver
student outcomes.

1 Continue and, where necessary, enhance the provision oftraining and support from the Department
to school leaders (particularly principals and MCS9, including both clear and regularly updated
guidance on the mechanisms used to allocate funding and support to use the SCFM to deliver
student outcomes.

1 Establish peer support mechanisms to raise capability amongst principals and other school leaders
through the sharing of best practice and innovation.

1 Support networks of school board /council chairs to build awareness and capabilty in the SCFMsuch
as including an overview of the SCFM in board/council training.
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6 Evaluation findings 9 responsiveness to school and
student needs and circumstances

The mechanisms through which a finite amount of funding is distributed to schools is cri tically important.
Schools rely on having sufficient resources to support delivery of high quality education and equitable
learning opportunities for their students, regardless of their different operating contexts, individual
circumstances and the profile of students enrolled at the school.

This section presents the key findings and recommendations of the SCFM evaluation relating to
responsiveness of the SCFM to the needs of schools and students, specifically:

1 the balance between elementsin the SCFM andhow this compares to good practice (Section 6.1)
1 the responsiveness of the SCFM to the needs and circumstances of individual schools (Sectio.2)

1 the responsiveness of the SCFM to the learning needs of individual students (Section6.3).

6.1 To what extent i s the overall balance of funding consistent
with good practice?

As a formula-based mechanism, the SCFMprovides explicit details on funding allocations and makes clear
the parameters used to determine what each school is allocated. The SCFMlesign and settings are
intended to provide flexibility for schools to direct their funding in the most appropriate way to meet their
studentsdneeds and school priorities. The OECDhas concluded that effective schools funding formula s
should enable allocations based on?! (1) the stage of schooling, (2) the characteristics of student
disadvantage, (3) the school site and location, and (4) the specific curriculum or programs delivered by the
school. The SCFM accounts for thefirst three of these components through the core funding mechanisms:
the per student allocation, the student characteristics funding lines, and the school characteristics funding
lines. The fourth component is covered by the Targeted Initiatives program.

This sub-section presents three key findings relating to whether the relative balance of funding within the
SCFM is consistent with good practice.

9 Key finding 10 The SCFMallocates funding in a way that is generally consistent with good
practice in Austr alia and internationally .

1 Key finding 11 The SCFMsettings have resulted in a shift in funding towards earlier school
years and stage weights are broadly consistent with other jurisdictions

9 Key finding 12 Schools are generally satisfied with per student funding and adapt to meet
school and student need .

6.1.1 The SCFM allocates funding in a way that is generally consistent with
good practice in Australia and internationally

Figure 6-1 overleaf shows the proportion of different fundi ng lines allocated through the SCFM, split by
different characteristics. This shows that the proportions are not static across educational regions, school
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types or different ICSEA quartilesd which is as intended. As shown in this figure, the proportion of funding
that flows through the per student allocation is: lower in regional areas lower for ESG and ESSsand lower
for schools with more disadvantaged students. This is because schools that demonstrate one or more of
these characteristics receive a raitively higher proportion of school and/or student characteristic funding.

Figure 6-1 Proportion of different funding allocations as a % of total funding
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The overall allocation of funding  through the SCFM is consistent with a needs -based approach
and is similar to other jurisdictions

Allocating the majority of funding through student led factors is similar to other jurisdictions. For example,
as shown in Figure 62, the funding models in both WA and England allocate around 90% of total school
funding based on student led factors. Within these similar percentage totals, there is some variation. In
particular, England has a significantly higher proportion of funding for social disadvantage than WA, as
well as a higher proportion of funding for disability. Although total spending by category is not available
for Victoria, the analysis reported in Section 6.
rates compared to WA. Itis expected thatthes e hi gher funding rates | ead
total funding being targeted to social disadvantage.

Figure 6-2: Interjurisdictional comparison between key student led funding  allocations
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6.1.2 The SCFMsettings have resulted in a shift in funding towards earlier
school years and stage weights are broadly consistent with other
jurisdictions

The SCFMsettings have resulted in a shift in funding towards earlier school years, but this is
balanced by in dustrial relations settings

The per student funding varies across year levels to reflect the different needs of students at various
schooling levels and the different costs across primary and secondary schook. When the SCFM was
introduced, there was a policy decision to shift funding towards the primary school years to support
investment in early education. This decision was based onresearchthat shows that early investment
improves educational outcomes, participation and attendance .

However, this policy decision was balanced by industrial relations settings that drive higher costs in
secondary schools through a combination of class size requirements and time provisions for duties other
than teachi ng c orEBA Dueédhamnges totthe appdr secoadary curriculum, including

38 The equivalent of per student funding in England is Basic perpupil funding largely consisting of the Age Weighted Pupil Unit. The
equivalent of the educational adjustment in England islow prior attainment funding. The equivalent of social disadvantage in England
is deprivation funding. SeeAppendix B.1for more detail.

39 Department of Education, Student-Centred Funding Model and One Line Budgets: A New Way of Resourcing and Working 2014.
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the shift to the WACE, it was decided to moderate the reduction in stage weights in upper secondary
schools.

As a result, as shown inFigure 6-3 below, the 2018 stage weights are a compromise between the stage
weights proposed in the 2012 transition report and the 2014 starting point. It is also noted that since 2014,
Year 7 students are now taught in secondary school settings, which has brought forward the shift up to
secondary stage weights.

Figure 6-3: Stage weights in WA, 2014 and 2018
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The approach to stage weights in the SCFM is broadly consistent with other Australian

jurisdictions

Stage weights in other Australian jurisdictions are broadly similar to the SCFM, with early investment
before Year 4 and then rising again in the secondary school years(see Figure 6-4). Where the approaches
differ are in the relative weights for each school year. For example, Victoria applies a flat rate in secondary
years (1.32) and the Northern Territory applies very high rates in Years 1 and 2 (2.1). These rates are also
influenced by context, with Tasmania, for example, havng higher relativities for Years 11 and 12 (1.45),
These higherrates may be influenced by the fact that Year 11 and 12 in Tasmaniaare largely delivered by
separate Year 11 and 12 colleges.In all jurisdictions the lowest stage weight is applied to Years 4 to 6.
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Figure 6-4: Stage weights in other jurisdictions
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6.1.3 Schools are generally satisfied with per student funding, and adapt to
meet school and student need

Most schools have a positive view of per student funding and stage weights , with some
exceptions

Overall, nearly 75% of survey respondents reported that the per student funding reflected theirs c ho ol s &
circumstances well or very well. However, combined schools had less favairable views, with only 52% of

combined schools responding well or very well (seeFigure6-5). Thi s refl ects combined schc
lower levels of satisfaction with the SCFM.In the focus groups, some primary schools raised the relatively

low stage weights for Years 48 6 as an area of concen. However, as discussedn the previous section,

these relatively lower stage weights are consistent with other Australian jurisdictions.
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Figure 6-5: Survey results: Extent that per student funding reflects school circumstance s*
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In practice, principals design class structures based on class size requirements, teacher
seniority, student need and school characteristics

In practice, the design of class structures acrossdifferent years of schooling in individual schools is driven

pri marily by class size r e‘andcorsidesation af whichpetmbhnentteaeres her s 6 EB
should be assigned to each class rather than the amount of per student funding allocated to different

year levels This can place additional pressure onschools with smaller yearlevel cohorts (such as

combined schools) as their smaller scale means they have fewer options.

Through the consultation process, schoolsidentified other drivers of class sizes and therefore investment
by year level, including:

1 Using smaller classsizesto manage student behaviour, particularly in Years 7-8 in schools with low
ICSEA scores

1 Using smaller class sizes to giveschools room to accommodate new students throughout the school
year because ofhigh levels of transiency, particularly in schools with low ICSEA scores

1 Needing to have smaller class size in upper secondary to provide a breadth of curriculum to their
students, particularly in schools with small secondary cohorts.

1 Placing students with a lower level of IDA funding in the same class to pool EA resources to maximise
the amount of EA time per student.

1 In ESG, class structures and workforce allocation were based entirely on student needs.

““Note Q9_1 How well do per student funding, i ncor proumatanéenng-644ear | evel
4! school Education Act Employees' (Teachers and Administrators) General Agreement 2014Part 2 section 12.
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6.2 How responsive are the SCFMsettings to the needs and
circumstances of indi vidual schools?

This section presents the key findings and recommendations of the evaluation relating to the
responsiveness of the SCFM to the needs and circumstances of individual schools.

1 Key finding 13 The combination of per student and school characte ristic funding is in line with
other jurisdictions and best practice.

1 Key finding 14: The SCFMsettings provide core funding that is appropriate for most primary
schools and allows for significant surplus for many E SCgschools.

1 Key finding 15 Current settings create financial pressures for some schools with small
secondary cohorts and do not adequately recognise economies of scale for very large
secondary schools.

1 Keyfinding 16 The 2018 o6equity adj ust metargeted imitative weme |
appropriate as interim measures .

1 Key finding 17 Some schools are significantly impacted by a transient student population

9 Key finding 18 Locality funding supports schools with higher costs but may not adequately
reflect differences between locations .

6.2.1 The combination of per student and school characteristic funding is
in line with other jurisdictions and best practice

The core funding for schools is per student funding, ELB and thelocality allocation. This combination is
provided to ensure schools are able to deliver a quality education and meet basic school operating costs.
The exceptions to this are additional funding required to support certain high needs students, covered by
student characteristics funding (discussed in Section 6.3) and additional funding for specific programs and
school specific costs covered by targeted initiatives and operational responses outside of the core SCFM
parameters.

The ELB allocation is provided tosupport smaller schoolsthat have insufficient funding through the per
student funding alone to meet fixed costs. The size of the ELBallocation depends on the type of school 4?
and size of student population. The allocation is tapered, reducing to zero beyond a certain enrolment
threshold. The threshold is set at a level where per student funding is intended to generate sufficient
funding to meet general school education delivery and operating costs.*®

The ELB allocation settings and taper points vere informed by cost data on basic school operations
requirements. It is intended to ensure schools have adequate funds to meet operational costs, whilst
maximising the amount of funding provided through the per student amount and minimising the size of
the ELB allocation.

Other Australian jurisdictions include elements intended to ensure that schools have sufficient funding to
meet their minimum operating requirements. Some jurisdictions (such as New South Wales and South
Australia) are more prescriptive in defining the specific cost allocations within this. Victoria, which has a

42 There are five separate ELB formulae farprimary schools, secondary schook, combined schools, education support centres, and
education support schools
43 Department of Education, Student-centred funding and one line budgets: Enrolment-linked base allocation 2018, 2017.
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more flexible and autonomous design of funding, has a similar approach to WA with a base funding
amount that is tapered according to enrolments.

Figure 6-6: Interju risdictional c omparison of per student and school characteristics funding
Interjurisdictional comparison of per student and school characteristics funding

Other Australian jurisdictions include funding elements intended to ensure that schools have sufficient
funding to meet their minimum operating requirements.

WA NT
Allocated by school type and Per student funding, in conjunction with fixed funding for
number of students. Base school operational costs with a small school supplement for
reduces to 0 beyond a very small schools (<52).

specified enrolment threshold.
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Allocated by school type and number
of students. Includes site loadings for
school buildings and facilities, climate.

"\JH Victoria

t? Stage of schooling per student price, with a flat
base with a per student taper.
Infrastructure and utilities related costs are
funded separately.

SA

Funding for general operations provided
through base and per student allocations for
specific cost components. Some components
depend on school type and school and
student characteristics.

Recommendation 8 & Maintain the combination of per student funding , ELBand locality
allocation as the core of the SCFM.

1 Reaffirm to stakeholders that the combination of per stude nt funding, ELBand locality allocation is
intended to fund a quality education for the vast majority of students in the vast majority of schools,
including a range of different school and student characteristics.

6.2.2 The SCFMsettings provide core funding th at is appropriate for most
primary schools and allows for significant surplus for many
ESCsschools

The evaluation has undertaken analysié* to examine the extent to which the combination of ELB andper
student funding is operating as intended for primary schools, that is, ensuring that schools receive
sufficient funding to meet their modelled costs (see Figure 6-7). The modelled costs are based on an
estimate of the core operational requirements of schools, including minimum staffi ng requirements for
general class sizesas identified in the EBA (see Appendix A, A.2-Table 1). The conclusion of the analysis is
that, in most cases, primary schools are appropriatelyfunded through the SCFMsettings.

The greatest volatility in the difference between funding and modelled costs is among primary schools
with less than 120 enrolments. On a per student basis, these schools are receiving significanthdifferent
funding (either above or below) than their costs. In the 35 primary schools where the modelled cost

44 This analysis usesost data provided by the Department and SCFM ELB and perstudent funding allocations.
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exceeds funding, 34 attract the locality allocation to address the shortfall (see Section 6.2.6for finding s
related to locality allocation). The higher per student costs in these schools is driven in part, by higher
utilities and associated costs.

Primary schools tend to be more homogenous than secondary schools in the way they operate and are
better able, within reason, to combine year levels into single classes. T8 practice appears to be common
in primary and combined schools with small year level cohorts, meaning that small primary schools are
typically able to maintain student to teacher ratios that are comparable to larger primary schools, and that
are consistert with EBA generalclass sizesapplied in the cost modelling.

Figure 6-7: Average funding and costs by enrolment 2018 0 primary schools

Average funding and costs by enrolment 2018: primary schools
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but drop sharply as enrolments students the average total higher than average costs
increase. Difference between cost flattens to $7,000 per
funding and cost is also most student.

variable at this stage

Further analysis on the financial performance of primary schools Gee Appendix C, C.1-Figure 1) examined
the surplus/deficit of schools in 2017, alongside the schools financial reserves and bank balances on a per
student basis. This analysis identified that smallerregional and remote primary schools are more likely to
be operating extreme surpluses or deficits per student (up to +$4,000 per student), but the majority of
primary schools operated with surpluses/deficit s within £$500 per student. Thisanalysissuggests that
metropolit an primary schools with more than 200 students are operating close to their funding

parameters with small positive or negative surpluses, but most do not appear to be in significant financial
difficulty. However smaller primary schools in remote and regional locations are experiencing some
challenges in ensuring costs are in line with funding.

A similar analysis forESS and ESCsshows that 35 out of 59 had a surplus of more than $1,000 per student
in 2017, alongside 38 having reserves and bank accountsof more than $10,000 per student.
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6.2.3 Current settings create financial pressures for some schools with
small secondary cohorts and do not adequately recognise economies
of scale for very large secondary schools

The evaluation has undertakenaverage funding and cost analysis® for secondary and combined schools

on a similar basis to that described above for primary schools. The analysis (presented inFigure 6-8 below)
demonstrates that the SCFM settings( bef or e t he 20 1 806 dag mravidetinguffiaiehf ust ment
funding to cover modelled costs for smaller secondary schools while providing larger schools with 1,500

students and more with funding significantly in excess of modelled costs (see below for further discussion

in these points). In contrast to primary schools, schools with secondary students (including combined

schools) experience greater variation in their operating context. In particular there are significant variations
between regional and metropolitan schools, and between large and small schools.

Figure 6-8: Analysis of ELB and per student funding - secondary schools
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Per student funding and cost Schools between 500-1,500 Once schools reach 1,500 students, they
decllr?e steeply up to 590 students, students have a consistent benefit from further economies of scale
reflecting fixed costs being allocated difference between funding per as cost per student continues to decrease
across small cohorts. The difference student and costs per student of while funding per student remains
between funding per student and around $2,300 (with the exception constant. The difference between
cost per student s lowest in this of four schools). average funding per student and cost
range and correlated with size. per student at 2,000 studentsis $2,760

Further analysis on the financial performance of secondary schools(see Appendix C,C.1-Figure 1)
examined the surplus/deficit on a per student basis of schoolsin 2017 and schoolsdfinancial reserves and
bank balances in 2017. This analysishowed that smaller secondary schools (under 1,000 enrolments)were
more likely to be operating at deficit than larger secondary or combined schools, but that the majority of
secondary schools operate with a surplus. There is greater variation in the surplus in secondary than in
primary schools, with the majority of secondary schools operating deficit s/surplusesin the range of -$750
to +$1,500 per student. The variations are most extreme in smaller schools.

4 Notes:
Based on 2017 SCFM parameters

With most combined schools having additional location -related costs, the combined school analysis also includes locality funding
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The financial performance of combined schools has also been analysed (seéAppendix C,C.1-Figure 1).
Combined schools comprise 49 district high schools and five K-12 schools, the vast majority of which are
in regional and remote locations. The analysisindicates that combined schools with more than 280
students receive funding in excess of their modelled costs. Some schools with less than 280 students
receive less funding than their modelled costs.

Overall, the analysis demonstrates that the SCFM settings achieve generallgonsistent and appropriate
funding for secondary schools with between 500 and 1,500 enrolments. It is those schools with fewerand
greater enrolments where the settings see more variable outcomes.

Expectations around curriculum delivery and breadth combined with ¢ urrent SCFM settings
create trade -offs for schools with small secondary cohorts

In the metropolitan area, there are small secondary schoolswithin relatively close proximity of each other;
with 30% of metropolitan secondary schools {fears 78 12) having fewer than 800 enrolments. The
distribution of these small secondary schools reflects historical demographic patterns and decisionsto not
amalgamate these schools.Many of these smaller metropolitan secondary schools are in more
disadvantaged areas(the impact of this is discussed further in Section 0). In addition to small metropolitan
secondary schools,there are many unavoidably small secondary and combined schools in regional areas.
These regional schools typically have small secondarycohorts, reflecting the local popu lation
demographics. Of 51 regional district high schools and high schools with students up to Year 10, only 12
have more than 100 secondary enrolmentsand 28 have fewer than 50 secondary enrolments.

The related issues of curriculum expectations and classsizes are key to understanding the effectiveness of
the SCFMsettings in funding these schools with small secondary cohorts. The cost modelling described
above includes assumptions about minimum staffing requirements for expected class sizes. From
consultation with principals, it is clear that many schools with small secondary cohorts operate with
relatively small class sizes to deliver a breadth of curriculum similar to larger schools, including meeting
mandatory curriculum requirements in Years 7-10 and providing breadth in Years 11-12. As a result,the
SCFMsettings and the analysisabove may underestimate the financial pressure on schools with small
secondary cohorts.

Schools have identified various means of dealing with the resulting trade-offs between financial
constraints and curriculum expectations. For example:

1 Some combined schools in regional areas have shifted funding from primary years to fund the smaller
secondary class sizes required to deliver a broad curriculum.

1 Some smaller metropolitan secondary schools have collaborated to offer their students a broader
curriculum (as is common practice in other jurisdictions). The New North Education Initiative in the
north metropolitan area of Perth is one such case (see Figure 6-9).

The ability of small schools to provide a broad curriculum is an ongoing issue in many jurisdictions, not
just WA. Funding alone cannot address the issue Two issues in particular require further analysis and
consultation before options for adjusting the SCFM settings to better support these schools can be
finalised:

1 Expectations for curriculum delivery and breadth in schools with small secondary cohorts . In
regional locations, as the only local public school option, the community ma y expect that children can
receive a particular breadth of education regardless of the location. In metropolitan locations the
community (and the school itself) may expect that students can receive a particular breadth of
education regardless of the school.
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1  Expectations for the use of alternative delivery modes . In metropolitan schools, increased use of
collaborative models of curriculum delivery could be considered. In regional schools,enhanced use of
technology could be considered, including drawing on the School of Isolated and Distance Education

Figure 6-9: Example of upper secondary schools collaborating 46

The New North Education Initiative — a collaborative partnership

= .
</ COLLABORATIVE i?i} OPPORTUNITIES

The alliance enables students at these
schools to access a wider breadth of

Dianella Secondary College, Balga, senior school curriculum choices with

Eastern Hills, Girrawheen and Morley specialist teachers, while remaining
Senior High Schools within the North attached to their home school campuses.

Metropolitan Education Region. It is in response to community demands

' . for excellence in education.

In the interim, the challenges facing schools with small secondary cohorts have been recognised through
the 2018 small senior schoolstargeted initiative (this targeted initiative is discussed further in Section
6.2.4).

The New North Education Initiative is a
collaborative partnership between

Current SCFMsettings enable very large secondary schools to benefit from economies of scale

To account for economies of scale, the ELBallocation is tapered according to the size of the student
population. For secondary schools, the ELBallocation gradually reduces from its maximum allocation
($795,493 in 2018) for schools with 1008 500 students to zero for secondary schools with 1,200 and more
students. However, large schools continue to benefit from economies of scale under a per student funding
approach beyond 1,200 students. This issue was identified in the2012 optionsreport which proposed a
reverse taper to decrease per student funding for larger schools. However, this was not implemented in
the final design of the SCFM. Since theSCFMwas implemented in 2015, there has been significant growth
in some secondary schools which has resited in a greater range in the size of secondary schools across
the State, including more large secondary schools.

Further analysis is required to develop a robust evidence base to deal with these issues

Various options exist to deal with the issues outlined above, including an increase in the size of the ELB

allocation for small schools, a negative ELBallocation tapering in from 1,200 students, a separate specific

funding allocation for small regional schools (as in some other Australian jurisdictions),or changes to the

per student fundingf or smal |l er and | ar eqaityadmstneotd.| s (as with the

However, there are two precursor activities before the optimal solution can be identified:

1 Clear articulation is needed of expectations of curriculum breadth and of the use of alternative delivery
modes in schools with small secondary cohorts, recognising differences between metropolitan and
regional settings.

1 A comprehensive evidence baseneeds to be developed including analysis of relative cost differences
arising from school type, size and location needs.

46 Information adapted from http://www.nnei.com.au/
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Recommendation 9 0 After building a stronger evidence base, explore options to a djust model
parameters to better support schools with small secondary cohorts and to recogni  se the
economies of scale for larger secondary schools.

1 Review the relative cost differentials for operating different school types and sizes, in different
locations.

1 Articulate clear expectations for breadth of curriculum in schools with small secondary cohorts and
the use of alternative curriculum delivery modes, recognising that expectations will be dependent on
the circumstances of different school contexts.

1 Understand the differences between schools with small secondary cohorts in metropolitan and
regional areas, and design soltions accordingly.

624 The 2018 O6equity adjust metargeted and
Initiative w ere appropriate as interim measure s

In response to the issues described inSection 6.2.3 in 2018 the Department introduced an &quity
adjustmentdfor large schools, where per student funding for any additional students above an enrolment
threshold of 1,200 was reduced. Some of the savingsfrom this measure have been reinvested as a small
schools targeted initiative providing up to $2 88,500 to 39 secondary schools with enrolments of fewer
than 900 students, tapered for schools with 500 to 900 students.

To test the effectiveness andappropriateness of the &quity adjustmentdand small schoolstargeted
initiative, the evaluation has repeated the secondary schoolanalysis presented inSection 6.2.3factoring in
the impact of the &quity adjustmentdand the targeted initiative. The variancesfound in the earlier analysis
are less prominent, with a lower differential between average funding and total cost per student when
economies of scale are reached beyond 1,200 students). This change is attributable to the reduction in
per student funding for schools with more than 1,200 students and the additional reinvestm ent to smaller
secondary schools(see Figure 6-10).
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Figure 6-10: Equity adjustment and secondary schools

However, theseinterim measures have not been without chal lenges. There are lessons to be learned from
the implementation that should be taken into account if the adjustments are retained :

1

Timing . Schools impacted by the reduction in per student funding for 2018 were notified late in Term
3, 2017. This timing wasproblematic for impacted schools. Schools have typically planned their class
structures and associated workforce requirements by Term 3and in most cases workforce decisions
would have already been made to meet these requirements by the time that schools were made aware
of the changesin funding. This required schools to rework their class structures and workforce
requirements at short notice. The relative inflexibility of the workforce (discussed in Section 5.1.4) also
means that, in practice, some schools had to make reactive savings to respond to the funding
reduction.

Coverage. Only small to medium sized secondary schoolsreceived the small schoolstargeted
initiative. However, combined schools with small secondary enrolments also experience the same
challenges relating to providing breadth of secondary curriculum as small secondary schools.
Therefore, the small schools targeted initiative went some of the way to meet the stated objectives but
was not comprehensive. In practice, the allocation approach based on small school enrolments (a
maximum allocation to schools with fewer than 500 enrolments, tapered to zero at 900 enrolments)
would have meant the inclusion of combined schools would have substantially reduced the amount of
funding that each school would have received.

While the principle driving the &quity adjustmentdand small schoolstargeted initiative was appropriate
and goes some way to more equitably supporting small and large schools, the challenges experienced in
its implementation mean that if it is to be retained there needs to be a clearer connection, rationale and
communication about the collective impact of the changes .
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