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Background to the Free School Policy
· The coalition Government’s free school policy, inspired by the Swedish free school model, enables groups such as teachers, parents, other non-state providers and charities to set up ‘free schools’. 
· Free schools will be similar to academies in that they will be centrally funded and outside the control of the Local Authority (LA), though they will normally be brand new schools and most are expected to appoint a professional company to run the school. 
· The Government says that, like academies, free schools will be funded on a comparable basis to other state-funded schools and will not be profit making.  They will like state schools, however, be able to subcontract elements of the running and management of the school to private companies.  The Secretary of State has said publicly that he has “no ideological objection” to such private companies making a profit. 
· Free schools (like academies) can set their own pay and conditions, will have significant budgetary control, will be free from the National Curriculum and LA control, and can change the length of terms and school days.
· Provisions to set up Free Schools were included in the Academies Act that was rushed through Parliament in July.
Setting Up a Free School 
· The free schools application process was launched by the Secretary of State on 18 June.  The Secretary of State made a commitment to rewrite the planning laws to facilitate the use of buildings as schools.
· A Freedom of Information request has revealed that 62 groups have applied to set up free schools – significantly below the 700 claimed by supporters of free schools.
· Free schools can be set up where there is evidence of parental demand.  Applicants will need to show evidence of capacity and capability, and have an experienced leadership team. They do not need to be an existing educational provider but would need to demonstrate that they can deliver their plan. 
· Applicants are free to discuss their plans with any local partners including the LA.  The DfE encourages this, but the plans do not need LA approval. 
· As well as educational aims and curriculum policy, applicants will need to produce a viable business case and plan including expected capacity, evidence of demand/local need, staffing structure, and upfront and ongoing premises costs. 
· Groups interested in setting up a free school are expected to contact the New Schools Network which works on behalf of the DfE, acting as the first point of contact for information and advice at the initial stage to assist groups in submitting a proposal. 
· Once the proposal has been received by the DfE, a named official will help the group proceed with their application. 
Funding of Free Schools 
· Once a proposal has been approved by the DfE a limited budget will be provided to facilitate finance consultancy or project management support to help develop education aims, staffing needs or give advice on building needs. 
· Further funding will be released on approval of the final business case. The amount will depend on the needs of the proposal. Costs could include the purchase of equipment or recruitment of a head teacher in advance of opening. 
· The DfE intend the funding model for free schools to be a simple as possible, based mainly on a per-pupil funding level and a pupil premium for disadvantaged pupils. Within the core principle of comparable funding for all state funded schools, the DfE plans to work with the early groups of free schools to develop a sustainable and fair funding model. 
· The Government has announced that funding for the start-up costs of free schools will be raised by reallocating funding from the Harnessing Technology Fund, which supports ICT upgrades in schools and allows them to invest in products such as whiteboards.  Many free schools will, however, be expected to rent their properties. 
· Following an earlier announcement that £50 million would be taken from the Fund, the Government announced in late July that the amount taken would double to £100 million.  This announcement, four months into the financial year, will cause significant funding problems for many maintained schools that have already ordered IT equipment and services.
· Some schools will need up front capital funds. This will be provided, as long as the planned approach supports the educational aims of the school, meets parental choice, proves flexibility for the school to grow and provides value for money. 
Funding Issues
· Despite assurances that free schools will not be run for profit, many of those setting up the schools have already turned to private companies for support.  Private sector involvement with the running of schools will result in the charging of management fees and a focus on driving down costs including staff costs.
· These developments follow increasing private company involvement with state schools, in areas such as personnel, financial management and IT support in a market estimated at some £2 billion.  Involvement in free schools, with a steady income and the likelihood of Government rescue in the event of serious problems, will be an attractive option for the private sector.  There are already press reports of private companies offering free or discounted advice and project management services as free schools are set up, in exchange for guarantees of support service business.
· As the Government will want to keep capital costs down it is likely to follow the Swedish model of using refurbished commercial premises. Planning laws have been relaxed to enable a streamlined application for the establishment of free schools in commercial and residential buildings, previously prohibited. 
· It is not clear whether, if a private company managing a school suffers financial difficulties or goes bankrupt, free schools will be allowed to use the site of a closed state run school (to save capital costs).  There might also be in such circumstances a reduction in the amount spent per pupil. 
· The arrangements for Government funding of free schools are still unclear. It appears that £50m has been set aside within the education budget to stimulate growth in free schools to March 2011.  As the Institute of Fiscal Studies (IFS) has pointed out, however, the previous Government planned to halve capital investment across the public sector in the period to 2015.
· The free schools initiative will create significant capital costs such as land acquisition and building costs.  Despite Government claims that it will limit such costs, this will add further pressure to an already tight schools capital budget.  The IFS has noted that it would be difficult to see how the free school funding pledge could be met without cuts elsewhere.
· The IFS published its observations on this subject prior to the announcement by the coalition Government in early July that the £55bn Building Schools for the Future (BSF) project was to be scrapped completely.
· Previously the Secretary of State has indicated that free schools would be funded using BSF funding allocations.  It is understood, however, that this approach has met objections from the Treasury and plans for former BSF allocations were not clear at the time of writing. 
