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COUNTY FACILITIES MANAGEMENT – BEST VALUE REVIEW

Report by Director for Learning & Culture

Introduction

1. The Scrutiny Co-ordinating Group on 25 May agreed that the Children’s Services Scrutiny Committee would be responsible for completing the outstanding Best Value Review of the cleaning and catering services provided by County Facilities Management (CFM) which had commenced under the former Best Value & Audit Committee
.   The study had arisen from growing concerns over the financial viability of the services.  Until the end of 2004/05, CFM only remained solvent through the use of reserves built up in earlier years: trading is loss-making.  Though the study was commissioned with regard to both cleaning and catering, it is the latter which has dominated research since that is where the main financial problems lie: cleaning does break even (though only just), and there are threats to the contract base in that area also.

2. The Best Value & Audit Committee in April had approved further research on identified options for the future of CFM to be brought back to the Committee for further consideration; and on the role of the County Council in service provision/delivery in the context of the Government’s statement ‘Healthy Food in Schools – Transforming School Meals’.   The Committee had particularly asked that the Review Team “look at Best Value in the round, including education and healthy eating and the advantages of healthy food for children as learners”.

3. This report sets out the results of the further research to date.  More work is required to provide definitive information on some of the options, but this will to an extent depend on what actions the Council considers desirable to pursue.   Decisions on such action will be for the Cabinet, in the light of the recommendations of this Committee in the light of the Best Value Review work.   The Committee is invited to refer the outcome of the research to the Cabinet, together with their comments and recommendations, as the outcome of the Best Value Review.

4. The bulk of the information and analysis in this report is contained in the following annexes:-

Annex 1: Background Information provides information surrounding CFM, its operations, and the background to the trading difficulties, together with answers to frequently asked questions concerning catering in schools.

Annex 2: Interim Views of the Best Value Group as reported to the Best Value & Audit Committee in April 2005.  

Annex 3: Citizens’ Panel Survey notes the headline outcomes of the survey, followed by the full survey report.

Annex 4: Options for the Future summarises the options thought to be open for consideration, together with a financial appraisal, including the interface between cleaning and catering.

Annex 5: Indicative Timetable shows a notional timescale leading up to implementation of any changes which may be agreed in the way the service is provided.

Current Trading Position

5. Since 2000 CFM has suffered from a number of problems affecting its trading position:

· The absence of a clear operational framework.

· Implementation of job evaluation (estimated to cost CFM £525k per year).

· Increase in food costs.

· Rises in transport costs as kitchens close.

· Increased equipment costs as a result of the gas equipment survey.  

· Loss of school meals income resulting from resulting kitchen closures.

· Fragmentation of contracts (from 2 large scale catering contracts and 5 large scale cleaning contracts to approximately 500 small contracts)

Also, CFM’s requirements were not taken into account when the project plan for SAP implementation was created.

6. The most recent Financial Monitoring Report based on first quarter performance predicts in 2005/06 primary schools to overspend c£300k and a loss in secondary school catering of £272k (under the Service Level Agreement this should be recoverable).  This leaves an overspend of £300k (reduced from the 2004/05 deficit of £444k by the introduction by CFM of efficiency savings).

New Grant Arrangements

7. The DfES has recently announced two funding streams which will impact on any decisions on future action.  The funding streams, with a summary of their main characteristics, are as follows:-

(i)
Targeted Schools Meals Grant

· Grant to the LEA

· Ring-fenced for spending on this business area

· £316,000
2005-06 payable September
)  3 year grant,

· £525,000
2006-07 and
)  subject to


2007-08
)  confirmation

· Will support authorities in the “transformation of school meals”

· If universal hot meals provision does not exist, the grant has a condition that the local authority's strategy must include plans “to begin the reintroduction of universal hot meals provision by September 2008”

· Need to plan for sustainable provision beyond the three year grant period

· Money can be used for catering staff training, or support individual schools, or underpin expenditure on ingredients

· Local authorities to develop local partnerships and link with health initiatives

(ii)
School Meals Grant

· Grant to schools

· For three years (as targeted grant)

· Payable with Standards Funds: “funding will not be ring-fenced at School level”.
· Designed “to support the transformation of school meals, and the target for schools is to place school meals on a sustainable footing at a level of quality which at least meets the nutritional standards for school meals that will become mandatory in September 2006”

· Basis of allocation:


Primary/special schools:
lump sum of £1,070 per school plus 50p per fte pupil


Nursery schools:
lump sum of £1,070 plus 50p for 50% of fte pupils


Secondary schools:
lump sum of £1,500 plus 50p per pupil

· Indicative allocations:


Small primary -100 on roll:
£1,070 + (100 x 50p) = £1,120


Large primary - 300 on roll:
£1,070 + (300 x 50p) = £1,220


Small secondary - 800 on roll:
£1,500 + (800 x 50p) = £1,900


Large secondary - 1600 on roll:
£1,500 + (1600 x 50p) = £2,300

· Total income to Oxfordshire schools:

Secondary
(£1,500 x 34) + (40,000 x 50p) = 
£71,000

Primary/Special (£1,070 x 260) + (44,400 x 50p) =
 £300,400




£371,400

Further details are contained in a DfES letter of 8 August 2005 which can be seen in the Members’ Resource Centre.

Conclusions

8. The Targeted School Meals Grant of £1.35m over the next 3 years is ring-fenced for spending in this business area.  Examples of spend area cited by DfES include training, and ingredients.  The increase of the latter from 38p to 50p per meal actually costs c. £260,000.  The grant for 2005/06 could be used to cover the expected overspend of £300k but unless changes and improvements are in place by March 2006, the use of this funding for future years is not sustainable.   

9. However, as members will appreciate, the options identified in Annex 4 do not give a firm basis on which to go forward.   In particular more work needs to be done to validate the costs and revenue figures, including pensions and redundancy costs.   DfES advice is that local authorities should consider establishing a team to drive forward the transformation of school meals and may need a proportion of the money to buy time to review the position and plan improvements.  It is suggested that this approach should be taken in Oxfordshire, with a  Project Group, led by a suitably qualified and experienced Project Leader, to undertake the outstanding analysis and carry out further comparative work with other authorities on school meal standards and different options for managing the service. In the longer term, the aim must be to achieve a clear policy framework for whatever form and level of service it is decided to provide.

10. It should also be noted that no formal consultations have taken place with schools or other service users.  Such consultations would be necessary before decisions are firmed up.

RECOMMENDATION

11. The Committee is RECOMMENDED to refer this report to the Cabinet, together with any further comments and recommendations, as the outcome of the Best Value Review, drawing the Cabinet’s attention to the further work which is urgently required to give a basis for decisions, subject to appropriate consultation with stakeholders, on the future of the catering and cleaning services provided by County Facilities Management.

KEITH BARTLEY

Director for Learning & Culture

Background Papers:
Nil

Contact Officer: 
Robert Capstick, Head of Resources (Learning & Culture) Tel 01865 815155

September 2005

ANNEX 1

BACKGROUND INFORMATION

1.
Introduction

County Facilities Management (CFM) provides catering and cleaning services to clients within Oxfordshire County Council, in both educational and non-educational settings.  The majority of these services are provided in schools.  CFM has an annual turnover of almost £10m, and employs 1,200 staff, 93% part-time.  Approximately 650 of these are in catering, about 99% part-time.  The services were financially in balance until 2004/05: in that year, reserves built up in earlier years were exhausted, current trading being in deficit.

2004/05 Outturn Summary
Total Income

£
Total Expenditure

£


Surplus/(Deficit)

£
No. of Customers



Catering

Primary Sector

Secondary Sector

Total School Catering

Marketing

Magistrates

Common Hall Café

Cleaning

Total CFM Income/Expenditure
3,903,310

1,646,299

5,549,609

45,818

8,025

155,480

3,896,017

9,654,949
4,407,998

1,842,787

6,250,785

21,764

7,296

159,713

3,875,567

10,315,125
(504,687)

(196,489)

(701,176)

24,054

729

(4,233)

20,450

(660,176)
224

14

281

Note:

The £660,176 trading deficit assumes £183,516 secondary schools catering deficit (within the figure of £196,489 above).  Under the terms of the SLA this should be zero, reducing the total operational loss to £476,660 (see para. 3).

2.
Functions of the Service


The principal functions of the service are as follows:

· Provision of a centrally provided primary/special school meals service, through the Oxfordshire Schools’ Joint Provision arrangements;

· Provision of individual catering services for secondary schools;

· Provision of non-chargeable advice to schools and external partners, on kitchen planning and refurbishment;

· Provision of cleaning services to educational and non-educational establishments;

· Provision of staff, Member, and hospitality catering to central Oxfordshire County Council offices;

· Provision of electrical testing services to educational and non-educational establishments;

· Provision of specialist cleaning services, and minor maintenance operations, to establishments;

· Consultancy services and provision of training programme to establishments undertaking their own arrangements for catering and cleaning.

The cleaning and catering services represent the major part of CFM activities.  

3.
Current Financial Arrangements

Catering:

Primary and Special Schools:  These schools receive an annual delegated budget for school meals.  There is an obligation under legislation to provide a meal free to pupils whose families are in receipt of certain benefits.  It became necessary in April 2002 for the LEA to delegate to schools funding, and the corresponding responsibility, in respect of school meals.  This was required to meet the (then) % delegation levels set by government: these technically no longer apply.  The funding is calculated part on a fixed cost basis (lump sum, plus an element for repairs and maintenance), in part on a rate per pupil, recompense for free school meals, and a flat rate amount where the transport of meals is required.  Sums delegated to individual primary schools range from £2,350 (a small primary school in an affluent area, no free meals and with no transport obligations), to £29,000 – a large urban primary school.

The delegated budget for meals can be transferred back to the LEA should schools wish to engage CFM for their service provision.  Currently, out of 260 primary/special/nursery schools, 224 have chosen this option, with 11,300 meals served daily.  The service is required to break even: the fact that this is not now achieved is the main driver of this review.

Secondary Schools:  Meals budgets were delegated to schools in April 2000.  CFM provides services to 14 (out of 34) secondary schools.  Ten schools have engaged a private contractor, whilst a further ten manage the service directly.  

In secondary schools where CFM is the provider, the financial arrangements are that CFM manages all income received and expenditure incurred associated with the operation.  Once all operating costs are recovered, including overheads, any trading surplus, or deficit, passes to the school concerned.  CFM does not generate a surplus (for investment).  A SLA and associated User Guide spell out these arrangements for schools.

Cleaning:

The budget for cleaning services is delegated to schools and other OCC Directorates.  The basis for allocation is floor area.  CFM calculates the costs of providing a cleaning service on an individual basis to each customer.  Charges are renewed on an annual basis, and are calculated to ensure that all costs are recovered, and that the service breaks even.  Customers can opt out of the CFM services should they wish, and can engage alternative suppliers.  There are currently 281 customers using CFM cleaning services.

4.
Issues affecting CFM

There are a number of factors which are of concern.  These may be summarised as follows:

i)
No clear framework exists (with the exception of the primary school Oxfordshire Schools’ Joint Provision arrangements) within OCC that informs officers/section heads on how CFM should be treated in regard to engaging their services, or choosing an alternative.  There is no monitoring by the Authority of services procured by establishments to ensure statutory obligations are met and standards maintained.  Departments/schools opt out as and when they please, usually for financial reasons.  There is little evidence of any formal tendering process, particularly in cleaning, in some instances;


ii)
A major issue is the cost of Job Evaluation (JE).  JE costs in respect of CFM employees added approximately £525,000 per year (£900,000 over the 3 years build up).  The scheme of delegation to schools (Fair Funding) requires that all funding be delegated to schools through a common formula, irrespective of whether they use CFM services or not.  The delegated amounts to individual schools will accordingly not reflect the costs of implementing Job Evaluation.  

a)
Catering – primary/special schools: JE costs have been delegated to schools through the “per pupil” funding element in the formula (see above).  The total allocation has risen to £400,000.  Under the Fair Funding regulations, there is no obligation to spend this delegated sum on catering provision.  The increase in funding has caused schools to consider whether to continue offering a service when they could use the funding for other purposes, accordingly putting the financial stability of the catering service at risk.

b)
Catering – secondary schools: In 2004/05, schools received £125,000 for JE costs.  CFM is obliged to pay the higher wage rates, though, as noted above, it has no means to recover these funds (unless income is increased through higher charges).  Failure to recover these amounts means that CFM trading accounts will have to absorb the extra costs.  Most secondary sites operated at a loss in 2004/05.  

c)
Cleaning – CFM paid out £82,000 for JE costs relating to school cleaning, 2004/05 (£60,000 in 2003/04).  CFM must now either stand the extra costs, or be expected to invoice 125 customers to recover these costs.  The increased costs have been passed onto customers through the charging process and income is being received as expected.

d)
Summary – Implementation of the Job Evaluation scheme, although seen to be a positive process for the employees, in fact presented CFM with significant financial pressures.  Client budgets are under pressure and schools in particular will look at cleaning, and catering services, as possible “soft options” in deciding where to make savings.  If any increases in CFM’s charges do not match an identifiable increase in customer’s budget allocation, then pressure will be on CFM to reduce its charge, or risk losing the business.  The majority of customers who have left CFM services have cited budget pressures as the key driver in their decision.

iii)
Corporate Overheads   CFM has to absorb £117,000 in central services overheads.  These costs are passed on to customers through the charging mechanism.  As customer numbers decline, comparable recharges need to be divided amongst the reduced number of customers.  

iv)
Closing Schools   An initial overhead cost of £30,000 also needs to be recovered as a result of 12 City schools closing (summer, 2003).  This overhead sum was reapportioned to the remaining CFM managed secondary schools, though actual savings to reduce the sum are being sought and implemented.

v)
Increasing Customer Expectations 
As part of the Directorate for Learning & Culture, some customers hope CFM will carry out functions for them at either no charge, or a reduced rate.  There is a general expectation, for example, that CfM’s cleaning charge will match an establishment’s cleaning budget.  Healthy menus and better food quality is requested by parents and Headteachers.  Food costs have risen to meet these requirements, and may rise further.  However, there is some antipathy towards costs rising at a rate necessary to cover costs.  There is an additional requirement from Local Food Groups and some schools in meeting the government’s sustainability agenda by engaging local suppliers for the provision of goods resulting in increased food costs.

vi)
Employment Conditions
The effect on CFM of the Job Evaluation arrangement has been outlined above.  CFM staff are employees of Oxfordshire County Council, which prides itself as a good employer.  JE costs have increased employment costs.  In addition, CFM employees qualify for sick pay, and have access to pension arrangements.  They also become entitled to holiday pay.  Staff who transfer to other contractors (TUPE) find that new contractors are keen for them to accept revised terms and conditions.  

vii)
Investment in school kitchens and dining areas has been limited for several years.  Some secondary schools who have contracted out their catering service have received capital investment from the new service provider to improve these areas as part of the contract, the costs being recovered over a period of time.  CFM is unable to invest in a comparable manner, as it has no appropriate capital budget


In primary schools, there is insufficient funding available to improve kitchens, recent changes to gas regulations further adding to the pressures on an already limited budget.  It is likely that some kitchens may be closed this year as a result of gas equipment survey work being undertaken by Property Services.  In addition, 90 schools have no kitchens, and meals are delivered from another site.  £170,000 p.a. is spent on transporting meals.

viii)
Control over Operating Environment  CFM provide services in establishments managed by others (in the main, schools and offices).  Due to increased pressure on school space, schools sometimes look to the kitchen area as a potential classroom for ICT suites.  Several kitchens have been closed because of space pressures, and meals delivered from another site, this being a costly process for CFM.


In some schools, other factors affect service income.  For example, CFM, in many schools, offer a mid-morning break service.  Sometimes, the supply of customers is removed because children are kept in at break as a punishment.  On other occasions, schools will close the dining room for use for formal examination purposes, CFM being asked to provide a limited service through windows.  

ix)
Procurement  CFM are working with the County’s procurement officers.  However, there are counter pressures, particularly from certain pressure groups who like to see procurement focus on locally produced foods (see Para. v) above).  These products are often more expensive, and difficult to source in the volumes required, for large scale catering operations.
x)
Workforce Remodelling   Members will be aware that there have been changes in the duties that teachers can be expected to undertake, one of them being the collection of lunch money and taking the dinner register.  This task will need to be passed to the individual school’s administrative staff, and will so increase their administrative duties.  Funding for this work is notionally included in the schools delegated budget, though cannot clearly be identified.  Some schools may expect CFM to take on this task, because they will not wish to incur increased costs for additional administration duties.  CFM has no funding to carry out this work

xi)
MIS/SAP  CFM’s business requirements were not taken into account when the project plan for the implementation of SAP was created.  CFM is still working with a stand-alone database for recording sales income.  The process time for the payment of goods received has also increased, as data has to be input into an interface before being downloaded into SAP.

xii)
Competition In many cases, it is thought that competitors do not comply with the same legislation, policies and procedures that CFM is required to operate under.  CFM is expected to deliver a service within OCC’s policies and procedures and operate as a commercial outlet.

5.
Summary: Financial Pressures

a)
Implementation of JE = £525,000 per year.  Costs to be met by CFM through charges to customers.

b)
Increased food costs in order to provide better quality products.  However, a procurement exercise has been undertaken, saving c. £42,000 p.a.


c)
Potential rise in transport costs as school kitchens close.

d)
Increased equipment costs and loss of school meals income as a result of gas equipment survey carried out by Property Services.  Costs unknown but thought to be significant.


6.
Summary: Overall


CFM has a wealth of experience in providing services in a local authority environment:

· CFM have a committed and loyal staff

· CFM are good at controlling costs

· CFM are good at providing a service to a budget

· CFM are flexible in service provision

· CFM is quality assured business to ISO 9000:2000

· CFM has IIP

· CFM are pro-active in training for both catering and cleaning

· CFM maintain good communications with staff

That said, there are increasing pressures:

· JE costs

· “costs” of being a good employer

· Potential for increased overheads (and recharges) as customer base falls

· Inability to make other than peripheral capital investment

· Potential increased transport costs

· Potential cash collection costs

· Potential costs deriving from gas equipment survey

· Increased likelihood of schools, and central departments, selecting more competitive providers, CFM being potentially unable to compete

· Additional costs of using local suppliers and of providing healthy menus.


Some further background in the form of questions and answers, is provided in the Appendix.  This covers origins of CFM, the legal requirements affecting school meals, and certain operational matters.

Appendix

CFM: Questions and Answers

When, why and how was CFM formed?

· County Facilities Management (CFM) was formed in April 2000 following the externalisation of Highways Maintenance, Grounds Maintenance and Vehicle Maintenance from Commercial Services.  The services which make up CFM were not thought to be financially viable candidates for externalisation at that time.

· CFM became part of the then Education Department and subsequently part of Learning & Culture, the General Manager reporting to the Head of Resources in Learning & Culture.  

· Until April 2000 there were two large-scale catering contracts and five large-scale cleaning contracts with Council departments, which were monitored by the Central Purchasing unit.  There are now approximately five hundred small contracts with no central monitoring by the authority. 

What are the legal requirements for the County Council to supply school meals?

· The County Council is obliged to provide meals for pupils at a nursery if they attend full time and are being taught before and after lunchtime. 

· Otherwise, the Council is only obliged to provide lunches if (a) children are entitled to free lunches, or (b) it would not be “unreasonable” to provide the lunches.

· The Council is not aware of any precedents or case law relating to (b) above and the legislation does not appear to have presented difficulties for those authorities which have withdrawn from the provision of all but free school meals.  

What standards are laid down for school meals?

· The current standards are set out in the Nutritional Standards for School Lunches (England) Regulations 2000.

· These standards are to be reviewed shortly by the newly formed School Food Trust with the likely introduction of new nutrient-based standards in 2006.

What is the budget for food (as opposed to administration costs) in Oxfordshire?

· For primary (and special and nursery) schools in Oxfordshire the budgeted allocation for a meal in 2004-05 was 38p. 

· However, as a result of the “Food for Life” report on school meals, CFM have introduced an improved primary school menu featuring mainly home-made dishes.  The introduction of this menu has been well received by pupils and parents but take-up has not increased sufficiently to offset the extra costs.  Food costs per meal have risen to approximately 50p as a result.  This is not out of line with costs in other LEAs.

How healthy are CFM meals?

· CFM took a decision in April 2004 that the 102 primary schools with “full production” kitchen facilities should move away from menus based predominantly on processed food.

· A new menu was created with a focus on offering “home-made” dishes. Processed products known as “count lines” were removed from the menu and the use of fresh fruit and vegetables was increased. Approximately 75% of the dishes on the menu are now prepared on site in these schools. 

· As a result of this initiative, CFM won the Menu Development Award at the Catering Team of the Year Competition held by food distributors Blakemore. 

Do individual schools have an input into CFM menus?

· CFM menus are planned centrally.  This is to ensure that several key factors are complied with:

· nutritional standards;

· budgeting for food costs;

· provenance and audit trail of products;

· efficiency in procurement processes and supplier management;

· involvement of health professionals/dieticians in advising on menus.

· However schools do have scope to make some changes to the menu in order to meet the preferences of their pupils and to reflect any school food policy that the school has introduced.  

· For example, at South Moreton School, CFM is working with the Oxfordshire Local Food Group on a pilot project involving the use of locally sourced foods.  Early findings show that food costs are comparable to the standard school meals menu.  Pupils and parents have responded positively and take-up has increased slightly. 

What do pupils in Oxfordshire pay for a school meal? 

· The current price is £1.55 and this is to rise to £1.70 in September 2005.  The Cabinet agrees the charges for the primary, special and nursery school meals provided by CFM, on an annual basis.

· The average price of a cafeteria meal in a secondary school is £2.00.

What scope does CFM have to increase meal charges to a break-even point and what would this increase amount to?

· This question is difficult to answer as take-up of meals tends to drop, at least for a while, if prices are increased.  

As a self-funding unit what scope does CFM have to operate in a commercial way in the open market?

· Section 95 of the Local Government Act 2003 gives local authorities the power to trade with other local authorities, other public bodies and the private sector, although there are restrictions linked to capacity. However in order to trade under section 95 the authority would be required to set up an external company to provide the services.  

Who is ultimately responsible for the provision of school meals – individual schools or the County Council?

· The responsibility rests with the Governing Body.  Governors can basically decide whether to offer a meals service.  If they do so, then they have 3 options: to contract with CFM, to contract privately, or to run a service in-house managed directly by the school.  Primary schools receive an element of subsidy (via OSJP – para. 3, covering report): secondary schools do not.

What are the contractual arrangements between schools and CFM?

· There are no legally binding contractual arrangements in place for the provision of catering or cleaning services to schools as one part of the County Council cannot enter into a contract with another part. 


· An amount for meals is delegated through “formula funding” to each primary, special and nursery school.  However, this money is not ring-fenced and schools are not obliged to spend it on meals.


· Schools are asked on an annual basis whether they wish to “buy back” into the centrally-provided CFM service.  The majority of primary schools choose CFM as their provider and transfer back their budget share to the authority. 


· In secondary schools, the costs of providing meals are met from income generated from the sale of the meals (with the LEA meeting the costs for free school meals).  CFM manages these arrangements on the understanding, through a SLA and User Guide that the schools will meet any deficit in the service.  However CFM is currently owed over £200,000 by a total of eight secondary schools in relation to these agreements. 

· Cleaning budgets were also allocated to schools and other County Council establishments in April 2000 and service level agreements are in place.

How many primary and secondary schools use CFM and how many are abiding by their contractual agreements re prompt payment of invoices etc?

· Currently 224 out of a total of 260 primary, nursery and special schools “buy back” and use CFM’s catering service (85%).  However the percentage of schools “buying back” has declined over the last few years: a number of schools offer no service.  Very few primary schools use a private contractor: the scale is too restricted.

· Of the 34 secondary schools in Oxfordshire, 14 use CFM’s catering service, 10 use private contractors and 10 manage their service directly.  These proportions have remained static for two years (one school has left  CFM, but one has returned).  However it is known a number of schools are looking at the possibility of alternative suppliers (though principally in-house).

· Cleaning budgets have been devolved to schools and other County Council establishments since April 2000. As pressure on budgets increases, the cleaning budget is often the first to be cut.  CFM has steadily been losing cleaning customers, which has meant an increase in cost to existing customers as overhead costs are shared over fewer contracts.  That said, cleaning, in 2004/05, continued to operate at a profit (albeit £20,000 only) on a turnover of almost £4,000,000.

What arrangements do other authorities have?

· Most shire counties have arrangements which are broadly similar to Oxfordshire. 

· A recent comparison exercise with eight comparable counties showed that

· six of the eight counties have “buy back” arrangements for primary schools similar to Oxfordshire’s;

· all catering services are charged corporate overheads by their authority, which they pass on to their customers;

· five of the eight counties provide services to schools in neighbouring authorities (though those were usually for “geographic convenience”);

· none of the eight receive additional funding or subsidy from their authority (other than for free school meals), but services which return a deficit sometimes have the deficit met from council balances;

· five of the eight have job evaluation schemes or are in the process of implementing them;


· four of the other authorities which have implemented job evaluation schemes have had to pass the additional costs on to schools without additional funding, which has led either to deficit budgets or an increase in meal costs (one authority estimated the additional cost at £500k a year);

· Certain authorities have withdrawn from catering, either recently (Swindon) or some years ago (Bucks, Northants, Essex, Somerset, West and East Sussex, Hereford, Lincolnshire).

What scope does CFM have to reflect the employment terms and conditions for the industry sector in which it operates?

· As an Oxfordshire County Council service, CFM is required to employ its staff on County Council terms and conditions.

· As a result of implementing the Council’s Job Evaluation Scheme, CFM has seen its staffing costs increase. The funding for the scheme has been passed directly to schools through the Scheme of Delegation.

Is CFM responsible for both the initial cost of the kitchen equipment and ongoing maintenance?

· In primary, special and nursery schools the budget for replacement, repairs and maintenance of kitchen equipment is delegated through the Oxfordshire Schools Joint Provision Framework.  If schools “buy back” into the centrally provided service the funding for equipment is pooled in a central budget.  The decision to repair or replace equipment is made on a priority basis by CFM. If schools opt out of the central provision they take their share of that budget.  If schools then choose not to provide a school meals service they can use that budget to fund other activities.

· Secondary schools are responsible for the costs of maintaining and replacing kitchen equipment through their devolved capital budget.

CFM has the responsibility for both Cleaning and Catering. Would one survive without the other, and do schools have to buy into both?

· Catering and Cleaning Services are supported by a small central support unit, which provides the financial, personnel and payroll, administration and marketing functions necessary for service delivery. The cost for these functions is allocated between the business units. In addition the business units also absorb a proportion of central overheads passed on by the corporate centre and fixed overheads such as office accommodation.  As central overhead charges increase, CFM’s contribution increases.

· If the business units operated independently of each other and were required to fund the costs of an appropriately staffed support unit it is probable that the increased costs to the service and the impact on customer charges would make both services too expensive and therefore financially unsustainable.

· Schools do not have to engage CFM for both services.  Schools are free to choose any service provider, be it a private contractor or an in-house service. 

What action is being taken in respect of secondary schools in dispute over payments for schools meals?

· Debts in respect of 2003/04 are currently being resolved through the LEA arbitration process.

· Debts for 2004/05 will be invoiced to schools shortly.

· CFM will negotiate new arrangements with secondary schools in September 2005.  A revised Service Level Agreement has been drafted by Legal Services.  Schools unable to agree a revised Service Level Agreement with CFM will be given notice to terminate the arrangements.

Is the provision of free meals a school obligation or does it fall to Oxfordshire County Council?

· Under the Scheme for Financing Schools the responsibility for provision of free school meals falls to the school.  The LEA “pays” the schools for the free meals provided.

What equipment would no longer be required, and (if say, a meals service were to cease), are there any health and safety issues that may be associated with equipment lying redundant?

· In order to provide an accurate response to this question a survey of all kitchens and services would need to be commissioned.  In addition schools wishing to manage their own arrangements and continue full meals provision would need to be identified.  During routine EHO inspections it is routinely recommended as a requirement of the Food Safety Act 1990 that all redundant equipment be removed from the establishment so as to facilitate effective cleaning.

· Areas to consider in regard to health and safety would include managing the removal of any asbestos, capping off of mains services, making good the area affected for future use and safe disposal of equipment.

What is the inter-dependence of the cleaning and catering services arms of CFM?

· The cleaning service is managed as a separate business unit.

· That is not to say it is financially secure: the summary table in para 1 of this annex shows the fragility of the service.  The cleaning service remains uncompetitive in the market place and is under pressure to reduce costs as individual establishments examine budgets.  Unless significant reductions can be made to overhead costs it is likely the cleaning service will continue to lose customers.

ANNEX 2

INTERIM REPORT OF THE BEST VALUE REVIEW GROUP

reported to the Best Value & Audit Committee, 13 April 2005

1. County Facilities Management (CFM) provides catering and cleaning services for the County Council.  CFM is a quality assured service (ISO 9000:2000) and recently won the Menu Development Award at the Catering Team of the Year Competition organised by food distributors Blakemore. 


2. The majority of CFM services are provided to schools and the service is located in Learning & Culture, reporting to the Head of Resources for that directorate. 


3. CFM employs around 1,200 staff, including approximately 650 in catering.  93% of posts are part-time and term-time only. 


4. CFM’s turnover is £9.8m and over 75% of this relates to staffing costs. 


5. Until 2003-04 the service broke even.  However it has become subject to an increasing number of conflicting pressures, which in 2003-04 led to a trading loss in catering services. 


6. The catering deficit in 2004-05 was predicted to be £500,000.  This could be met from CFM reserves (provided the money owed to the service by a number of secondary schools could be recovered).  However this would exhaust CFM’s reserves and the situation is not sustainable for 2005/06 and onward. 


7. The pressures referred to above include the following: 


· CFM strives to be a "good employer" and its employees enjoy the same terms and conditions of service as other County Council staff. In recent years they have benefited from the results of the County Council’s job evaluation exercise, which has increased their rates of pay and made recruitment and retention easier.  Under the Fair Funding regulations, funding for Job Evaluation has been delegated to schools using a formula, irrespective of whether or not they use CFM services.  As a result the delegated amounts do not reflect the actual costs of implementing job evaluation and CFM have had to pass costs back to customers, making them less competitive. 


· There is strong pressure for the County Council to support the development of healthy eating in schools and to provide school meals of a high nutritional standard.  However it is difficult to reconcile this with customer preference.  CFM have recently introduced an improved primary school menu with predominantly home-made dishes.  The introduction of this menu has been well received by pupils and parents but take-up has not increased sufficiently to offset the extra costs, and food costs per meal have risen from 38p to approximately 50p as a result. 


· CFM is described as a "trading unit" and is expected to break even. However its 500-odd Service Level Agreements with schools and other internal customers are not legally enforceable.  The service has outstanding debts of £200,000 which are owed to it by eleven secondary schools. CFM has initiated the Learning & Culture arbitration process with the secondary schools involved in order to recover these outstanding deficits. 


· Over recent years there has been a trend to concentrate kitchen facilities on a small number of core sites, which has benefits in terms of efficiency.  As a result there are currently 66 schools which do not have their own kitchen facilities but serve meals which are prepared elsewhere and delivered to the school.  (CFM spends £170,000 a year on transporting these meals, a practice which also has environmental implications.)  A further 48 schools have limited facilities enabling them to re-heat frozen dishes but not to prepare meals from scratch.  This trend is likely to increase as schools come under increasing pressure for teaching space.  However it has implications for the nutritional value and attractiveness of the food. 


8. It was agreed at the Best Value & Audit Committee in January that the review needed to address in a clear-sighted way the issue of whether the provision of school cleaning and catering was "core business" for the County Council or whether it was a support service that the authority should not attempt to supply directly. 


9. The Council’s only legal obligation is to provide school meals for those children with free school meals entitlement.  Additional services are discretionary.  The responsibility for provision rests with the Governing Body. 


10. The Council’s legal obligation could be met by providing packed lunches for pupils eligible for free school meals and by providing facilities for all pupils to eat a packed lunch (nationally, around 45% of school pupils bring a packed lunch to school). 


11. The short-term aim of the review is to address the current financial difficulties being experienced by the service.  Longer-term aims are: 


· to provide a clear policy framework for the service so that it is not subject to confusing and contradictory expectations; and 


· to provide a clear business framework for the service and streamline the complex agreements within which it operates. 


12. Since the specification for the Best Value Review was agreed in January 2005, public debate about school meals has intensified as a result of the Channel 4 series "Jamie’s School Dinners", which followed Jamie Oliver’s attempts to introduce fresh, healthy menus to schools in the London Borough of Greenwich.  As this interim report is being written there are daily developments being reported in the national press. 


ANNEX 3

CITIZENS’ PANEL REPORT

Some research into Oxfordshire residents’ attitudes and preferences on school meals was undertaken in June 2005 using the Citizens’ Panel.  

The principal findings were as follows:

1.
The majority of respondents – 76% - believe that schools in Oxfordshire should provide school meals.  

7% believe the school should provide sandwiches/cold meals only.

7% think that pupils should bring their own food.

2.
Asked who should be responsible for providing meals, the Panel said:


The Government – 21%


The County Council – 36%


The Schools – 33%

3.
Similarly, no strong preference was expressed by parents as to whether the County Council or the school, or indeed the parents, should take responsibility for ensuring that children have a healthy and balanced diet.

4.
Of the parents who actually responded, over half (60%) provided packed lunches for their children.

5.
90% of parents thought children would benefit from having education on nutrition and healthy eating.

6.
A high percentage of parents believe that eating a nutritionally balanced meal affects their children’s concentration.

7.
Asked what type of food parents would like to see on offer, home cooked, and uncooked food cooked on the premises were markedly more popular with respondents than ready prepared meals.

8.
If improvements were made to the provision of school meals, the majority of parents polled would be willing to pay £2.00 for primary schools (the cost from September 2005 is £1.70).

A copy of the full report is appended.



Appendix

OXFORDSHIRE CITIZEN’S PANEL: REPORT ON SCHOOL MEALS, AUGUST 2005

Preface

Research into Oxfordshire resident’s attitudes and preferences towards the provision of school meals was undertaken in June 2005 using the County Council Citizens’ Panel.  The research was split into two parts with questions to all panel members about their general attitudes to school meals and then specific questions to panel members who are parents with children in school.

These results are based on 1596 responses from the 3160 strong panel (a 51% response rate).  
The results are weighted to a profile of Oxfordshire’s population, and therefore these views should be treated as broadly representative of the county as a whole.   

Executive summary

· Eight out of ten of panel members think that there should be some type of lunchtime provision offered within Oxfordshire schools.  This appears to reflect a general interest in school meals prompted by the recent high profile Jamie Oliver campaign.


· Eight out of ten parents believe that what their child eats at school is an important factor in their overall educational performance.  They recognise that good food can positively affect 
concentration throughout the day and therefore want to have confidence in the food their child is eating. 


· Despite eight out of ten parents indicating that a cooked meal should be provided in Oxfordshire schools, six out of ten send their children to school with sandwiches.  When asked why, they 
indicate that they wish to control what their children are eating.  They also express concerns with the choice and nutritional quality of food on offer in schools.  This appears to indicate a lack of confidence in school meals by a number of parents.


· Parents want schools to play a more proactive role in promoting healthy eating and restricting 
access to unhealthy foods.  Nine out of ten parents feel that education on nutrition and healthy eating should be part of the general curriculum, and eight out of ten want schools to stop 
offering fizzy drinks and sweets.


· If lunchtime provision was improved, a third of parents would be willing to pay up to 50 pence more per meal to support this.  They believe that these improvements should centre around 
using better ingredients and providing better staff training in preparing healthy food.


· Panel members strongly believe that responsibility for managing school meals should rest either with schools or the county council.  However, they do not state a strong preference between the two.   They are far more concerned that who ever manages school meals ensures that the food used is of high nutritional quality and contains a large number of fruit and vegetables.
Key Findings


        Citizens’ Panel members perception of lunch-time provision


1. Eight out of ten of the citizens’ panel members think that there should be some type of lunchtime 
provision offered within Oxfordshire schools.  Asked what type of meal this should be, 93% 
indicate that a hot meal should be provided, compared to just 6% who would prefer a cold meal or sandwiches by schools.  Less than one in twenty think that there should be no lunchtime
provision at all.

Parents experience of lunch-time provision
2. Parents choices of lunchtime provision for their children, is markedly different from their general views about whether school meals should be provided in Oxfordshire.  Only one in four parents allow their children to have school meals, compared to six in ten whose kids bring packed lunches.


3. Asked why their children do not have school meals, parents indicate four key reasons (see graph below).  These relate to their wish to control what their children eat, and concerns over the quality and choice of food itself.  One in four parents also indicate that cost is an issue.

Reasons why parents are not allowing their children to have school meals
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Citizens’ Panel members perception of food 

4. Asked to pick between home cooked, ready prepared and snack food, citizens panel members overwhelmingly favour ‘home cooked’ food for lunchtime..  There was then little to choose 
between ready prepared uncooked or precooked food with snack foods least popular.


5. Asked which aspects of food for lunchtime provision are important to them, citizens’ panel 
members indicate that high nutritional quality is the most  important, followed by food that 
contains large amounts of fruit and vegetables. Least important is that it is organic.

Important aspects of food for lunchtime provision (rated out of 10)
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6. The research presented a scenario to Citizens Panel members in which a packed lunch only service was introduced in Oxfordshire schools.  Asked what food citizens’ panel members would prefer to see in the packed lunches the most popular items were fruit juice (92%) fruit (90%),salads (85%) and brown/wholemeal bread sandwiches (81%).

What Citizens Panel members think should be in packed lunches? (% multicode)
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Citizens’ Panel members recommendations for schools
7. Citizens’ panel members indicate that schools should be more proactive in both regulating food and promoting healthy eating.  Nine out of ten parents agree that children would benefit from receiving education on nutrition & healthy eating.  Eight out of ten believe that what their children eat at school is an important factor in their overall educational performance, and nine out of ten that eating a nutritionally balanced meal positively affects their children’s 
concentration in school.


8. Asked what food they would like to ‘stop offering’, ‘strictly limit’ (to once or twice a week) or offer throughout the week, parents indicate the following choices:
Parents views on what food schools should 
stop offering/strictly limit/offer throughout the week
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9. There was overwhelming support to offer ‘fruit’ throughout the week (99%) and to stop offering fizzy drinks (84%).  Seven out of ten parents want to stop schools offering sweets (77%) and limit chips (69%), home made cakes (59%) and savoury pastries (60%).  However with regards to eating chocolate opinion is divided between stopping to offer it (49%) and strictly limiting it (46%) with only 4% of respondents wanting it to be offered unrestricted.


Citizens’ Panel members perception of where improvements should be made
10. Panel members indicate that if an investment is to be made it should be directed to improving
ingredients and staff training.

Where Citizens’ Panel Members think improvements 
should be directed? (ratings out of 10 multicode)
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How much parents would be willing to pay for improvements
11. If improvements were made to the provision of primary school meals 55% parents would be willing to pay £2.00 or more per meal.  For secondary schools 54% of parents would be willing to pay £2.50 or more. This rises to 75% for £1.75 (primary) and 68% for £2.25 (secondary).

Primary schools
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Who should be responsible for managing school meals?
12. Asked who should be responsible for providing school meals no strong preference is expressed by Citizens’ Panel members between the County Council (39%) or the Schools themselves (34%).  Excluding other categories this represents a 53/47 split of opinion between the county or schools themselves holding responsibility for providing school meals.

Who Citizens’ Panel members think should be responsible 
for supplying school meals? (%)
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SCHOOL DINNERS

In this section, we would like to find out your views about school dinners.  

County Facilities Management (CFM) provides catering services for 83% of the county’s schools.  We are currently reviewing the services they provide and would like to consult with Oxfordshire residents to find out about your views regarding how we can develop and improve the way school meals are delivered.

We welcome contributions from all Panel Members for Q11 – Q18.  

Q19 – Q22 should be answered just by Parents who have children in school in Oxfordshire.

Q11
What type of meals do you think schools in Oxfordshire should provide to children? 

all CITIZENS’ Panel Members







(Tick one reply only)

a)


Cooked school meals


78%


b)


School provided sandwich/ cold meals


6%


c)
Healthy tuck shop – fruit, yoghurts, fruit juices
7%


d)


Tuck shop – crisps, chocolate, fizzy drinks


0%


e)


Pupils bring their own


4%


Q12
If schools in Oxfordshire ONLY provided cooked school meals, what type do you think would be preferable?  

Please select your preference by ranking a) to d) in order where 1 is your first choice of meal, and 2, 3 and 4 are your second, third and fourth choices.








  (Rank in order of preference)
all CITIZENS’ Panel Members

a)
‘Home cooked’ made from scratch using high quality, raw ingredients
1.17


b)
Ready prepared, high quality, pre cooked foods heated on the premises
2.91


c)
Ready prepared, high quality, uncooked foods cooked on the premises
2.14


d)
A wide range of snack foods that can be eaten with fingers
3.77


Q13
If schools in Oxfordshire ONLY provided packed lunches, what items do you think should be included that would give the right nutritional balance for children? 


(Tick all that apply)

all CITIZENS’ Panel Members
a)
Sandwiches with a range of fillings 


75%
g)
Chocolate
10%

b)
Sandwiches using whole-meal or brown bread
81%
h)
Fruit 
90%

c)
Sandwiches on white bread
19%
i)
Raw vegetables such as carrot sticks
76%

d)
Salads
85%
j)
Cakes and pastries


16%

e)
Crisps
13%
k)
Fruit Juice/ Water


92%

f)
Fizzy drinks
2%
l)
Other





Please specify ________________________

Q14
 We would like to find out whether you wish to restrict the access to certain foods in school canteens/dining halls.  

Please indicate whether you would like to stop offering, strictly limit (to once or twice a week) or offer throughout the week the following items:








(Tick one box for each row a to h)

all CITIZENS’ Panel Members


Stop offering
Strictly limit 
(to once or twice a week)
Offer throughout the week
No answer

a)
Fizzy sugary drinks
75%
19%
2%
4%

b)
Chocolate bars
41%
49%
6%
5%

c)
Sweets
64%
28%
2%
6%

d)
Fruit
1%
1%
91%
7%

e)
Shop-bought cakes/ flap jacks/ pastries
43%
41%
6%
10%

f)
Home made cakes/ flap jacks/ pastries
6%
56%
31%
7%

g)
Savoury pastries e.g. sausage rolls
19%
54%
20%
7%

h)
Chips
28%
63%
3%
6%

Q15
From the following list please rate how important or unimportant you believe each aspect of school meals from 1 to 10 where 10 is extremely important to you and 1 is extremely unimportant to you.






    (Write the ratings between 1 and 10 here)

all CITIZENS’ Panel Members
a)
Food is of a high nutritional quality 

e.g. low in fat, sugar, salt and high in vitamins, protein and carbohydrates
8.73





b)
Food is home made using fresh ingredients
7.85





c)
Food is locally sourced – from local providers/ farms


6.81





d)
Food is organic


5.20





e)
Food is presented in an attractive way to children

7.12





f)
There is a large variety in the menus


6.46





g)


Food free from artificial additives such as E-numbers


7.58





h)


The food contains a high number of fruit and vegetables


8.22

Q16
Who do you believe should be responsible for providing school meals in Oxfordshire 
schools?

(Tick one reply)

all CITIZENS’ Panel Members
a)
The Government
20%

b)
The County Council/Local Education Authority
39%

c)
Schools themselves
34%

d)
No answer
5%


(please specify) ____________________________________

Q17
If an increase in investment of money were to be made in the provision of school meals, where would you most like it to be spent?  

Please rate each option from 1 to 10, where 10 is extremely important to you and 1 is extremely unimportant to you





          (Write the ratings between 1 and 10 here)

all CITIZENS’ Panel Members
a)
Ingredients (currently an average of 50p per meal)


8.70





b)
Improving kitchen facilities


6.85

b)



c)
Improving dining facilities (space to eat, tables etc)


6.03





d)
Staff training in nutrition 


7.54





e)
Staff training in home cooking skills

7.60





f)
Staff wages (cooks and serving staff)


6.79





g)
Business support functions that help to run the service (e.g. IT, delivery, purchasing the food)
5.65

Q18
How strongly do you agree or disagree with the following statement?

‘The responsibility for ensuring children have a healthy and balanced diet in school, should rest with…’








(Tick one box for each row a to e)

all CITIZENS’ Panel Members


Strongly agree
Tend to agree
Neither agree nor disagree
Tend to disagree
Strongly disagree
Don’t know / No answer

a)


The Parent(s)


46%
30%
10%
7%
2%
5%

b)
The Child’s School 
49%
37%
5%
2%
1%
6%

c)
School Teachers
10%
20%
28%
22%
12%
8%

d)
School Governors
30%
35%
17%
8%
3%
7%

e)


The County Council/Local Education 

Authority
56%
27%
7%
2%
2%
6%

Q19
Do you have any other general comments about school meal provision?

all CITIZENS’ Panel Members
(Please write in)





If you are a parent please continue



If you are not a parent PLEASE go to Q24

Q20
Do your children mainly have…

  (Tick one reply)

parentS ONLY
a)
School meals 
24%


b)
Packed lunches
60%


c)
An equal number of school meals and packed lunches
13%


d)
Go home for lunch
3%


Q21
If your children do not have or rarely have school meals what are the reasons for this? 



    (Tick all that apply)

parentS ONLY
a)
Nutritional content of the menu is low
43%

b)
Lack of knowledge about what is available
22%

c)
The price of school meals 
25%



d)
Your children are unlikely to eat it
37%

e)
You prefer to know/control what your child/children is/are eating
44%

f)
The choice of food
40%

g)
The time it takes your child/children to queue for food
15%

h)
There is not enough time for your child/children to sit down and eat the meal


19%

i)
No school meals provided
6%


No answer
8%


Other
4%

Q22
How strongly do you agree or disagree with the following statements:








(Tick one box for each row a to e)

parentS ONLY


Strongly agree
Tend to agree
Neither agree nor disagree
Tend to disagree
Strongly disagree
Don’t know / No answer

a)
What my child/children eat at school is an important part of their overall educational experience
35%
40%
15%
6%
2%
1%

b)
What my child/children eat at school is an important factor in their overall educational performance.


42%
38%
12%
5%
*%
2%

c)
Being fed a nutritionally balanced meal at school positively affects my child/children’s concentration at school


57%
31%
8%
2%
1%
2%

d)
Children would benefit from having education on nutrition and healthy eating as part of the curriculum


56%
34%
7%
2%
0%
1%

e)


As a parent I would benefit from having education on nutrition and healthy eating
19%
22%
34%
13%
10%
3%

Q23
If schools in Oxfordshire make improvements to the provision of school meals (including improving the range of healthy food) how much would you be willing to pay per meal?  

Please tick one box for Primary Schools and one for Secondary schools.
parentS ONLY
PRIMARY SCHOOLS
SECONDARY SCHOOLS

£1.55 *


15%
£2.00**
18%

£1.75


20%
£2.25


14%

£2.00


37%
£2.50


34%

£2.25


3%
£2.75


3%

£2.50


15%
£3.00


17%

No answer
11%
No answer
14%

*   current CFM price for a Primary School meal

**  current CFM price for a Secondary School meal

ANNEX 4

COUNTY FACILITIES MANAGEMENT:
OPTIONS FOR THE FUTURE

1
Preliminary Conclusion of BV Review

The preliminary conclusion of the BV review was that the catering service at least is not sustainable in its current structure or framework.  CFM’s costs are not competitive in relation to its commercial counterparts.  Job evaluation and the terms and conditions of CFM staff create high fixed overheads, which get passed back to customers, who may well leave the service.  Significant capital investment in kitchens and dining halls would be required to provide a ‘state of the art’ service that could meet the increasing demands of parents and pupils.

2
Options

The options appraisal stage of the BV review identified four possible options for the future of the service (2i-iv).  Unison also suggested a model of three year “recovery” leading to a “sustainable CFM” (2v).

2 (i)
The “investment” option 

· This option sees lunchtime as an integral part of the school day and an opportunity to reinforce healthy, sustainable eating patterns based on quality ingredients, freshly prepared, as well as developing pupils’ social skills.  However it requires substantial national and/or local investment in infrastructure, staff training and food sourcing, together with a higher level of commitment from schools and support from parents. 

· Investment in the following areas would represent a good starting point:

· Staff training

· Extraction systems to enable production kitchens to meet new gas regulations: cost c. £370,000

· Equipment improvements: ovens, steamers, combi ovens: £900,000 spread over 5 years

· Improved dining environments.  If a dining area is sufficiently spacious, upkeep/presentation (e.g. decoration) is a school liability.  However a number of schools (including secondary) have insufficient space.  Provision of this would normally be a Council responsibility.

Note:
Investment in kitchens is in the production kitchens.  Delivered Meal System (DMS) operation would remain (these are relatively modern).  It is clearly not possible to prepare on site fresh ingredients meals in a DMS/Servery situation, but it is possible to serve healthy, nutritious meals via DMS

· The price tag attached to this option would have to be met either by: 

(a) the Council … but there is no way in which any additional revenue funds delegated to schools can be ring-fenced for school meals.  Capital investment could be targeted, but sourcing in a competitive field would be difficult;

(b) the Government … but there is no indication as yet that funding will be made available on this scale and the same caveat about ring-fencing may apply; (see covering report paper)

(c) parents … but there is little direct evidence that parents would be willing to meet all the additional costs involved.  The Citizens’ Panel report did suggest higher charges may be sustainable, though the product would need to be good.

· The Government is already committed to:

· a new vocational qualification for school catering staff to help them promote healthy food and emphasise the role of school catering staff as part of the school community;
healthy eating to be part of the school inspection process from September 2005;
new nutrient-based standards for school meals from September 2006.

· In addition the DfES announced in a press release on 30 March that £220m would be made available nationally over three years. In the event that this money is allocated to Oxfordshire on the basis of population, the Council could expect to receive £300,000 in 2005/6 and £500,000 in 2006/7 and 2007/8.  The actual distribution notified is close to this forecast: see covering report.  At first sight, it seems this could, when coupled with the efficiency measures CFM has introduced, allow a breakeven service to continue for 3 years.  The question therefore is “What further changes/improvement can be made over those 3 years to create a sustainable trading position for 2008 onwards?”

· Overall, costings under this option tally with those in Option (v), re the planning period.  As in (v), 2 options are tabled: one assuming inflation price rises only, and the second introducing above inflation meal prices.  The tables exclude the capital investment costs (c. £1.27m).  Whilst some investment may be available via the current budget frameworks, the source of most is not identifiable.

County Facilities Management

Investment Option - 5 Year Plan (income/costs increase with inflation)

Assumptions behind table on following page :

· Reserves carried forward assume all Secondary School debt for 03/04, 04/05 and 05/06 is paid or met through the CFM bad debt provision (Note 1)

· CFM Cleaning operations continues to trade without a loss

· CFM ceases (or charges for) moving furniture in Primary sites from 1 Aug 05, saving circa £53k in 05/06 (£80k FY) employee costs

· Reductions in employee hours in Primary sites deliver £40k savings in 05/06 and £80k p.a. before inflation in subsequent years

· Heavy Equipment outturns on budget and the R&M 04/05 deficit of £38k incurred by Property Services is recovered in 05/06

· Secondary School Catering ceases on 31 March 06

· Ongoing CFM service provided to Primary, Special and Nursery sites (based on schools taking CFM services from 1 September 2005)

· No Schools opt out during the 5 years

· Investment assumed to commence April 06 (Note 2)

· Income, costs and OSJP funding to rise by inflation (3%) per year

· Additional training costs £4k (60 catering supervisors per year to Foundation Certificate level)

· Investment cost of £1,126k is depreciated over the expected life of 10 years

· The marketing package purchase price of £5k (to increase uptake of meals) has an expected life of 3 years 

· CFM non pay overheads reduce by 20% due to Secondary sites ceasing from 1 April 06

· Support Workers reduce by 1 area (5 support workers) from 1 April 06
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COUNTY FACILITIES MANAGEMENT






INVESTMENT OPTION - 5 YEAR PLAN (income/costs increase with inflation)










£k
05/06
06/07
07/08
08/09
09/10

Pupil/Adult Meals
2,455
2,529
2,605
2,683
2,763

OSJP
1,473
1,517
1,563
1,610
1,658

Other (functions etc)
92
95
98
101
104

Total Income
4,020
4,141
4,265
4,393
4,525

 
 
 
 

 

Employee site costs
2,233
2,232
2,299
2,368
2,439

Food costs
1,064
1,096
1,129
1,163
1,198

Transport
145
149
154
158
163

Equipment Maintenance
109
112
116
119
123

Supplies & Services
36
37
38
39
41

Support Workers
341
346
357
368
379

APT&C pay costs
305
381
392
404
416

CFM other overheads
56
70
74
76
79

Central overheads
79
93
96
99
102

Total Expenditure
4,368
4,518
4,655
4,795
4,938

 
 
 
 

 

Depreciation 
0
113
113
113
113

 
 
 
 

 

Trading Surplus/(Deficit)
(348)
(377)
(390)
(402)
(414)

 
 
 
 

 

Targeted school meals grant
316
526
526
0
0

 
 
 
 

 

Primary School Surplus/(Loss)
(32)
149
136
(402)
(414)

 
 
 
 

 

Reserves bfwd : surplus/(loss)
(148)
162
422
672
388

School Meals funding
54
56
57
59
61

Milk grant
54
56
57
59
61

Cleaning Operations
9
0
0
0
0

R&M 04/05 deficit recovered by Property Services
38
0
0
0
0

Secondary School 05/06 Loss
(272)
0
0
0
0

Secondary School 05/06 deficits billed
272
0
0
0
0

Secondary School 04/05 deficits/investments billed 
187
0
0
0
0

Reserves Carried Forward (Note 1)
162
422
672
388
96

 
 
 
 

 

CFM Bad Debt Provision
95
95
95
95
95

 
 
 
 

 

Total Funds Available
257
517
767
483
191








Inflation
3%
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COUNTY FACILITIES MANAGEMENT








INVESTMENT OPTION - 5 YEAR PLAN (incorporating additional meal price increases)















£k
05/06
06/07
07/08
08/09
09/10
Meal Prices

Pupil/Adult Meals
2,496
2,962
3,516
3,826
3,974
 
Pupil
Adult

OSJP
1,473
1,517
1,563
1,610
1,658
Apr-05
£1.55
£2.00

Other (functions etc)
92
95
98
101
104
Sep-05
£1.70
£2.30

Total Income
4,061
4,573
5,176
5,536
5,735
Jan-06
£1.80
£2.45

 
 
 
 

 
Sep-06
£2.00
£2.70

Employee site costs
2,233
2,232
2,299
2,368
2,439
Jan-07
£2.20
£3.00

Food costs
1,064
1,096
1,129
1,163
1,198
Sep-07
£2.40
£3.25

Transport
145
149
154
158
163
Jan-08
£2.50
£3.50

Equipment Maintenance
109
112
116
119
123
Sep-08
£2.60
£3.60

Supplies & Services
36
37
38
39
41
Sep-09
£2.70
£3.70

Support Workers
341
346
357
368
379
 



APT&C pay costs
305
381
392
404
416




CFM other overheads
56
70
74
76
79




Central overheads
79
93
96
99
102




Total Expenditure
4,368
4,518
4,655
4,795
4,938




 
 
 
 

 




Depreciation 
0
113
113
113
113




 
 
 
 

 




Trading Surplus/(Deficit)
(308)
56
521
742
797




 
 
 
 

 




Targeted school meals grant
316
526
526
0
0




 
 
 
 

 




Primary School Surplus/(Loss)
8
582
1,047
742
797




 
 
 
 

 




Reserves bfwd : surplus/(loss)
(148)
202
895
2,057
2,917




School Meals funding
54
56
57
59
61




Milk grant
54
56
57
59
61




Cleaning Operations
9
0
0
0
0




R&M 04/05 deficit recovered by Property Services
38
0
0
0
0




Secondary School 05/06 Loss
(272)
0
0
0
0




Secondary School 05/06 deficits billed
272
0
0
0
0




Secondary School 04/05 deficits/investments billed 
187
0
0
0
0




Reserves Carried Forward (Note 1)
202
895
2,057
2,917
3,835




 
 
 
 

 




CFM Bad Debt Provision
95
95
95
95
95




 
 
 
 

 




Total Funds Available
297
990
2,152
3,012
3,930














Inflation
3%


















County Facilities Management

Investment Option - 5 Year Plan (incorporating additional meal price increases)

Assumptions behind table on previous page :

· Reserves carried forward assume all Secondary School debt for 03/04, 04/05 and 05/06 is paid or met through the CFM bad debt provision (Note 1)

· CFM Cleaning operations continues to trade without a loss

· CFM ceases moving furniture in Primary sites from 1 Aug, saving circa £53k in employee costs

· Reductions in employee hours in Primary sites deliver £40k savings in 05/06 and £80k p.a. before inflation in subsequent years

· Heavy Equipment outturns on budget and the R&M 04/05 deficit of £38k incurred by Property Services is recovered in 05/06

· Secondary School Catering ceases on 31 March 06

· Ongoing CFM service provided to Primary, Special and Nursery sites (based on schools taking CFM services from 1 September 2005)

· No Schools opt out during the 3 years

· Investment assumed to commence April 06 (Note 2)

· Costs and OSJP funding to rise by inflation (3%) per year

· Additional training costs £4k (60 catering supervisors per year to Foundation Certificate level)

· Investment cost of £1,126k is depreciated over the expected life of 10 years

· The marketing package purchase price of £5k (to protect meal numbers) has an expected life of 3 years 

· CFM non pay overheads reduce by 20% due to Secondary sites ceasing from 1 April 06

· Support Workers reduce by 1 area (5 support workers) from 1 April 06

2 (ii)   The “market” option
· This option would establish County Facilities Management as an independent company which was free to compete in the market. 

· Under this option, CFM staff would no longer be employed by the County Council.  Over time, the company could adjust rates of pay and employment conditions to make them more competitive. 

· The company would have legally enforceable contractual arrangements and under section 95 of the Local Government Act 2003 it could also bid for business with other local authorities, other public bodies and the private sector.

· The externalisation of highway maintenance, grounds maintenance and vehicle maintenance through the creation of Isis Accord has been generally successful.  However the provision of school meals does not lend itself so easily to a market approach.  There is evidence that some of the major private operators in the school meals market are finding it difficult to make a profit.  For example, a company providing catering to two secondary schools in Oxfordshire went into liquidation a few months ago.  In Wiltshire, Sodexho, which is in the fourth year of a seven-year “bulk” contract to provide school meals, has recently admitted in an article in “Caterer” magazine that it is operating at a deficit.

· A suggestion has been made recently that the potential for Community Interest Companies be explored.  This is subject to research and will be reported as soon as is practical.  However, according to the CIC Regulator website, “The Government does not intend CICs should deliver essential public services in core sectors such as hospitals and schools.  CICs should develop to meet such needs of local communities complementing core Government services in areas such as childcare provision, social housing, leisure and community transport”. Therefore this option does not appear to offer a solution
· There are basic weaknesses in any purely commercial approach to school catering:
· The customer purchasing power is generally low;
· Food is served for only approx. 1 hour per day (often less);
· Outlets are open for only 190 days per year (i.e. school year);
· There is an incompatibility between a commercial approach and one based on nutrition.
· It is unlikely a private contractor would be interested in other than outlets with high volumes, i.e. larger schools.  Very few schools can provide the volumes required.


2 (iii)  The “statutory minimum” option

· Oxfordshire could move to a position where it simply fulfilled its legal obligation by providing a lunch for those pupils whose families are on benefit (and so entitled to free school meals) and full-time – but not part-time - pupils in nurseries.  The meal provided could be a packed lunch, as long as it meets nutritional standards.


· This year, the free meals position is as follows:

Primary Schools:
£896,000 is delegated to primary schools, via OSJP.  65% of those entitled to a free meal actually took it.

Secondary Schools:
£718,000 is allocated to schools, which schools used to purchase free meals.  Also 65% of entitlement take up.

Special Schools:
£67,000 p.a. delegated.  82% entitlement take up.

Total Cost       £1,681,000 delegated to schools.

· 4,495 are eligible for free school meals: 65% of these potential meals are actually served.

· Any centrally organised sandwich preparation and distribution network is likely to incur high costs: staff (inc. drivers), production areas, vehicle depreciation, refrigeration vehicles etc.  Estimates suggest an operational deficit of £500k or more may pertain (see costing attached).  This points to the alternative provision made (i.e. schools making local arrangements) being potentially more robust.  If this route were adopted, we would need to clarify residual Council/School responsibilities.  E.g. There may be a requirement for some monitoring of the operating standards of local suppliers to be verified.


· A move in this direction would necessitate significant redundancies: see section 5 for information on this.

· Consultation will be required before any firm decisions are taken on these lines.  A key question will be “should CFM cease to offer a hot meals service to schools in Oxfordshire?”  To fulfil the Council’s obligation to provide a school meal to children entitled to free school meals, some service would continue to prepare and distribute packed lunches (either for those entitled to free school meals alone, or as a broader service to other pupils of schools who wish to buy such a service).  This would require a considerably smaller number of staff, and could operate from a much reduced number of sites (e.g. a designated school in each area), or indeed could be generated at the individual school level.

· Schools could make their own arrangements for providing lunches to those qualifying for free provision, without the option of buying back into a central service.  Individual governing bodies could also, if they so wished, make a cooked lunch available in their school, either via a private contractor or by making direct provision within the school.  Experience suggests that schools who choose to make their own provision will normally retain the existing school meals staff and transfer them to the school’s payroll under TUPE conditions.

· Paradoxically, this option would make it easier to promote local sourcing, as the contracts of individual schools are unlikely to be large enough to be subject to the EU procurement regulations.

· A number of counties including Buckinghamshire, Northamptonshire, Worcestershire, Somerset, Essex, Lincolnshire, East Sussex, West Sussex and Herefordshire have adopted this model and now have no central school meals service.  As indicated above, Swindon also took such a decision recently.  At the opposite end of the spectrum, Hull provides free lunches (nutritionally sound) to all children.  That said, most Authorities run a model not dissimilar to that found in Oxfordshire.

· The logistics of this option need to be further explored – for example, how/where would the free packed lunches be produced and transported?  Would it be viable to provide packed lunches for schools to sell to other pupils?

· A possible risk would be that dismantling the school meals infrastructure completely might be problematic if the government bowed to pressure to invest more heavily in school meals.  An important point arises here, in the light of the DfES August letter re funding: 


As the 3 year grant is specifically conditional upon an authority strategy which must include plans to “begin the reintroduction of a universal hot meals service by September 2008” (unless such a service exists already), it may be assumed the grant would not be available to any Authority seeking to withdraw an existing hot meals service.  The sum at risk is £1,350,000 over the three years.  The impetus behind the government’s initiative is ministerial belief in the value to children of a hot meals service.
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COUNTY FACILITIES MANAGEMENT


PROVISION OF FREE SCHOOL MEALS (via a sandwich service)








It is assumed that the 3 year Targeted School Meals Grant would not be available because a condition of the funding is the commitment by the LEA to continue/re-introduce a universal hot meals provision.



4,495 pupils are eligible for free meals, as at Jan 2005, 2944 were being served (65%)




Annual Budget (at 05/06 prices)
£

Income
846,000

The total 05/06 budget delegated to Schools for free school meals is £970k 
 

£846k is currently allocated to CFM for those Schools who have opted
 

into the CFM Catering service
 

 
 

Employee Costs
 

2 Catering Managers (Full time)
68,300

8 Catering Supervisors (Grd 6) - Term time only
139,080

32 General Kitchen Assistants (Grd 3) - Term time only
428,586

9 Drivers (Grd 5) - Term time only
137,683

1 Admin Support - Full Time
17,600

1 Finance Support  - Full Time
17,600

 
 

These costs would rise considerably (by circa £650k) if there was full take up
 

of the free school meal entitlement
 

Total Employee Costs
808,849

 
 

Food Costs
424,800

2,950 meals @ 75p each for 192 days
 

(an extra £223k would be required if there was 100% take up for FSMs)
 

 
 

Premises Costs
 

8 production kitchens (estimated accommodation costs)
80,000

Refuse
9,000

Total Premises Costs
89,000

 
 

Transport Costs
 

Fuel (estimated at 100 miles per day per vehicle)
20,700

Maintenance
3,600

Licences
1,700

Van depreciation
25,200

Labelling/Racking depreciation
1,933

Car Allowance 2 @ £2k
4,000

Total Transport Costs
57,133

 


 

Other Costs
 

Equipment Maintenance
2,000

Clothing
1,500

Mobile Phones (10 @ £100 each)
1,000

Sandwich labels
1,600

Office Overheads
500

Central Overheads (estimated @ £100 pp)
5,300

Total Other Costs
11,900

 
 

Total Costs
1,391,682

 
 

Surplus/(Deficit)
(545,682)




Set up costs
£

9 refrigerated vans @ £14k each - 5 year life
126,000

8 sandwich labelling machines
4,000

Storage racking
1,800




costed at 05/06 prices




2 (iv) The “consultancy” option

· Under this option the role of CFM would change from that of a provider of a central operational service to an advisory body providing a consultancy service to schools on how to meet their statutory obligations and achieve best practice in the delivery of a school meals service.

· The majority of authorities which have withdrawn from a centrally-provided school meals service continue to offer some form of consultancy or advisory service to schools and there are a number of models available.


· CFM could offer a school meals consultancy service to schools, including advice on nutrition, health and safety, budgeting, menu planning etc.  This could be operated on two levels – firstly as a basic advisory service free of charge, and secondly as an enhanced package to schools including audit and inspection, which would be charged for.  This service would address the requirements of  the manifesto pledge of encouraging “healthy, locally-sourced school meals.”  In contemporary circumstances, a “traded” consultancy (i.e. under which schools pay for the service) would be arguably most appropriate, though schools would naturally wish to see some evidence of financial delegation as a precursor to this.


· Discussions with schools are essential if a firm modelled business case is to be produced for consultancy options.

2 (v) Planning Period

· Unison have suggested that CFM be given a three year opportunity to develop and operate a business case designed to provide sustainability beyond the three year threshold.  They would couple this with a buy-in period for schools which matched the three years: i.e. the initiative is to create a period of calm during which sustainable recovery might be engendered.

· One problem here is that attempts by the Council to create such a planning base would almost certainly be criticized by Ofsted.  A three year model (though acceptable between a school and private contractor) is seen as too restrictive, almost an attempt to compromise the trading potential of schools.  The three year period might well also prove unacceptable to schools, especially against the circumstances which led to this report.


· Attached is a basic financial analysis covering 5 years (3 + 2).  The principal assumptions are as listed.  These include (Scheme 1) extra income through strategic marketing, service improvements (better information for schools and parents) and implementation of efficiency savings, but no above inflation price rises.  Scheme 2 incorporates additional meal price increases (see 2(i) for the basic cost analysis).


· The basic data is provided under 2(i) (investment): the cases overlap.

3
Effects on Employment 

All options clearly have implications for the 1,200 staff employed by CFM, and Unison have been kept informed throughout the drafting of this report.  In the event that redundancies need to be made it will be necessary to undertake a consultation period of up to ninety days, and a full programme of options will need to be considered including redeployment and the terms and selection criteria for redundancy.  Section 5 below looks at potential redundancy costs.


4
Cleaning/Catering Interdependence

Whether the cleaning service can be maintained if the above options are pursued still needs to be ascertained via a detailed business case, but early indications are that this would be unlikely as the cleaning service currently operates with a reliance on shared overhead costs with the catering service.  Evidence from the review indicates that the cleaning service is uncompetitive compared to private contractors for the reasons explained elsewhere in these papers, and subsequently any increase in charges is likely to result in further loss of customers. 

That said, it may be that cleaning as an activity may be more attractive to the private sector than is school catering: option 2(ii) (above) cited basic difficulties a catering operator would need to overcome.  The same may not necessarily be true over cleaning.  However, there are a good number of schools who do not use centralised cleaning services (whether private or not) – they make local arrangements.

5
Close-down Costs
If options (iii) and/or (iv) are implemented there could be significant staff redundancies and a substantial one-off cost to the Council plus potentially implications for the pension fund.  Such a decision may also be unpopular given the recent public concern about school meals and the demand for greater investment in food nutrition and quality. It also sits uneasily with the Council’s broader role in relation to vulnerable children and children’s health within the Children Act.

In the time available, it has not been possible to carry out a thorough review of the close-down costs: this would involve the individual examination of over 500 service/pension records (1,000 if cleaning services were to cease also).  However, a pointer to possible costs can be given.  Figures are rounded and illustrative.  Actual costs may vary one way or the other (see below).

· Catering employs just over 500 staff

· Most are part-time, with hours varying, and most are term time only

· Approximately 50% contribute to a pension scheme

Staff fall into 3 broad groups:

· Those paid £8.73 per hour.  Actual hours worked vary, but average about 28 hours per week (term time only).  As noted above, about half contribute to a pension: 120 staff.

· Those paid £7.78 per hour, in this case with fewer hours on average (23 hours per week).  Pension as above: 100 staff

· Those paid £6.50 per hour, 15 hours per week.  Pension as above: 300 staff.

For those with no pension, or too young for a pension payment to click in, redundancy/severance is payable by Oxfordshire County Council at a more generous rate than statutory redundancy pay.  Those aged 50+ and in a pension scheme would get statutory redundancy pay only, but under current rules also have access to pension benefits.

Extrapolating from the above, and from length of service data, the total redundancy/severance cost to Oxfordshire County Council of closing catering operations may be in the order of £2,750,000.  More work needs to be done on pension scheme costs.

However, the reality could be less than this figure: if catering in individual schools continued under different arrangements (say a private contractor), TUPE could well protect employment.  If service closure were to occur, it is anticipated many may secure new posts before formal closure were to occur.  That said, costs could be higher if cleaning services were to cease.

ANNEX 5

County Facilities Management : Indicative  Outline Timetable

Event
Allow
Cumulative

Children's Services Scrutiny Committee concludes the review commenced by the Best Value & Audit Committee and makes recommendations to the Cabinet to agree a course of action



Cabinet considers Scrutiny Committee report and recommendations and decides on a preferred course of action.
1 month
1 month

Formative consultation with stakeholders (CFM, staff, schools, parents).  A preferred option may be indicated but strictly on the basis that there is no commitment.  6 weeks would be the minimum period for such consultation under OCC guidelines.
2 months (to prepare and consult)


3 months

Consultation response analysed and reported to Cabinet.  Cabinet considers results of consultation and decides on a course of action
1 month
4 months

Notice of intentions given to stakeholders.

Mandatory consultation and negotiations with staff if substantial changes to CFM proposed
2 weeks

2 months
6 months

Outcome analysed reported to Cabinet.  Cabinet makes final decision in the light of feedback
1 month
7 months

Preparations to implement the decision 
1-3 months
8-10 months

� The Group which conducted the Review consisted of Councillor David Wilmshurst; Hilary Simpson, Adviser to the Chief Executive; Sue Hunt, Business Development Consultant; Robert Capstick, Head of Resources, Learning & Culture; Jackie Hayes, General Manager, CFM; Alan Parrett, Deputy General Manager, CFM; and Amanda Frost (external assessor), Hampshire County Council
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