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Programme

Morning

9.15 Registration and coffee

9.45 Welcoming address
Noble Hanlon, haysmacintyre

9.55 Independent Schools for the Future
Chair: Noble Hanlon haysmacintyre
Presenter: Dr Anthony Seldon,
Master of Wellington College

11.00 Coffee break

11.30 The UK Economy

12.30

Chair: David Sewell, haysmacintyre

Presenter: Professor Joe Nellis,
Cranfield School of Management

Lunch
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Programme

Afternoon
2.00

3.15

The Charities Act and Public Benefit Update

Chair: Peter Beesley, Lee Bolton Monier-
Williams

Panel:
Matthew Burgess, Deputy Chief Executive, ISC

Dr Christopher Ray, High Master,
The Manchester Grammar School

Christopher McCall QC, Maitland Chambers
David Lyscom, Chief Executive, ISC
Francesca Quint, Radcliffe Chambers

Hubert Picarda QC, 9 Old Square (Top Floor)

Closing Remarks
Noble Hanlon, haysmacintyre
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Welcome

Noble Hanlon
partner
haysmacintyre
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Independent schools for the future

Chair: Noble Hanlon, partner
haysmacintyre

Speaker: Dr Anthony Seldon,
Master of Wellington College
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The UK Economy

Chair: David Sewell, partner
haysmacintyre

Speaker: Professor Joe Nellis
Cranfield School of Management
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Cranfield

UNIVERSITY
School of Management

The UK Economy

Presenter:
Professor Joe Nellis
Cranfield School of Management

(e-mail: j.g.nellis@cranfield.ac.uk)




Cranfield

Ove rView UNIVERSITY

School of Management

* Some Key Questions

e Qutlook for the Global Economy

* The Current State of the UK Economy
e Comparison of Previous UK Recessions

e Qutlook for the UK Economy

— The Danger of a “Double Dip”

— Forecasts 2010 to 2013

e |n Conclusion....

e Q&A
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NIVERSITY

Key Questions

School of Management

Can we look
forward to solid
sustainable
growth? When?

Is the recession
really over?
- For sure?

Will inflation roar
How will events of again? When ?
the past two years
affect behaviour?

When and by how much
will interest rates rise
How severe will be in 2010 and beyond?
the fiscal squeeze that
is coming ?

Will business soon What factors will drive
be back to normal the rate of economic

in the banking growth in the years
sector? ahead?
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Outlook for the Global Economy

School of Management

= Global recovery is off to a stronger start than expected
— butis proceeding at different speeds in the various regions

= |n 2010, the IMF predicts that World Output will grow by almost
4%
— but will be sluggish in the advanced economies
— ataround 2% (2.5% in 2011)

— and relatively “vigorous” in many emerging and developing economies at
around 6% (6.3% in 2011)

= |Inflation pressures are expected to remain subdued in most

economies due to:
— lower levels of capacity utilisation
— low inflation expectations
— with inflation rising from zero in 2009 to 1.25% in 2010 in advanced
economies
— and edging up to 6.25% in emerging and developing countries
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Outlook for the Global Economy

NIVERSITY
School of Management

Risks to Global Recovery

» premature exit from the fiscal and monetary policy stimulus measures
» slow “repair” of the financial systems

» sluggish adjustment in housing markets

» rising unemployment

" These risks could hold back recovery in household spending
more than expected

— “the consumer is king!”

e Growing fiscal deficits could unsettle financial markets

— and stifle recovery by raising the cost of borrowing for households
and firms

= Finally, rallying commodity prices may constrain recovery in
advanced economies




Cranfield

Growth Forecasts for the Global Economy eI e——
2008 2009 2010 2011
World Output 3.0 -0.8 3.9 4.3
Advanced Economies 0.5 -3.2 2.1 2.4
USA 0.4 -2.5 2.7 2.4
Euro Area 0.6 -3.9 1.0 1.6
UK 0.5 -4.8 1.3 2.7
Japan -1.2 -5.3 1.7 2.2
Emerging and Developing Economies 6.1 2.1 6.0 6.3
Africa 5.2 1.9 4.3 53
Central and Eastern Europe 3.1 -4.3 2.0 3.7
Brazil 5.1 -0.4 4.7 3.7
Russia . 5.6 -9.0 3.6 3.4
— “BRIC” economies

India 7.3 5.6 7.7 7.8
China 9.6 8.7 10.0 9.7




The Current State of the UK Economy Cranfield

School of Management

= |t’s official......
_ the UK economy is out of recession!
= Official estimates released on 26 January indicate that GDP grew
by 0.1% in Q4 2009

— suggesting the economy has emerged from its deepest and longest
recession since records began in 1955

— after six consecutive quarters of negative growth
* But....

— most economists had expected growth of around 0.4%

— and the figures may be revised UP or DOWN when final estimates are
reported in a few weeks

There may still be some surprises
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The Current State of the Economy UNIVERSITY

School of Management

 There have been positive signals in recent weeks suggesting that
the official figures may be revised upwards
— afall in unemployment
— improved business confidence
— growth in manufacturing output of 0.4%
— a lower level of repossessions than previously forecast
— exports have increased as sterling has fallen

e But it will still be a long hard climb out of recession in 2010

— everyone is wary of over-confident predictions
— as we head towards the General Election
— and fears about post-election macroeconomic policy decisions!

The recovery is fragile and has largely been driven by
record fiscal and monetary policy stimuli
— which must end at some stage!
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Comparison of Previous UK Recessions

NIVERSITY

School of Management

® The UK has endured EIGHT recessions since 1945

No of quarters in recession(total size of GDP contraction)

1956 (0.5%)

1957 (0.8%)

1961 (0.8%)

1975 (3.4%)

1973/4 (0.9%)

1980/81 (5%)

1990/91 (2.5%)

2008/09 (6%)

0 1 2 3 4 5 6
" The recessions of the 1980’s and 1990’s saw unemployment increase
sharply to nearly 2 million

" The latest recession has seen unemployment rise to about 2.5 million
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The Danger of a “Double-Dip” — Risks Galore!

School of Management

e Public finances are burdened by a record budget deficit

* Recovery in the economy in the months and years ahead will be
in the context of spending cuts and tax rises which are inevitable
following the General Election

G¢CKS LIALE NS FZ2AYy3I N
KIS NI NSteé 0SSy aljdzs

according to one City analyst

A Interest rates cannot remain at 0.5% indefinitely
A Inflation will rise in the months ahead

due to higher petrol prices

and increases in VAT

before falling back to the target range
A The housing market is only showing “stuttering” signs of recovery
in volume terms, although prices are recovering in some regions




The Danger of a “Double-Dip” — Risks Galore! Cranfield

School of Management

 While “officially” unemployment has peaked, there are concerns
that the total could rise again in the coming months
— as business confidence stalls?
— with sizeable “underemployment”
— as A-level students fail to secure university places?

* Pay cuts and pay freezes are unlikely to be reversed for the
foreseeable future
— thus dampening consumer spending
* Fears over the long term economic outlook have led to a sharp
rise in household saving rates
— reaching an 11-year high of 8.6% in Q3 2009

“Animal Spirits” are low!
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Outlook for the UK Economy

School of Management

= GDP growth could struggle to reach much more than

1% this year
— but should be back near trend rate of 2.5% in 2011
— with brighter prospects for 2012 and 2013 (3%+)

= The economy needs to move away from:

SPENDING SAVING

+ +
towards
BORROWING ) EXPORTING

= Thus rebalancing the economy after a decade of debt-fuelled
spending

" On the back of weaker sterling, exports are expected to grow
by 10% per year over the next few years
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Outlook for the UK Economy NIV ERsITY

School of Management

AcConfidence is slowly returning to the banking markets
— but these are unlikely to return to “normal” until UK banks repay
their obligations to overseas bankers and the government

v

The vast size of these debts means that borrowing
and spending will be restraining for much of this decade

A Prospects for the first half of 2010 look particularly weak :

» VAT has gone back up to 17.5%

» The car scrappage scheme will end soon (March)

» The stamp duty holiday is over

» Voters are starting to think about the squeeze that is inevitable after
the election

» Real disposable income will remain flat (at best) for much of this year

» While there has been some recovery in house prices the market is
unlikely to gather significant momentum over the next two years
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Forecasts for the UK Economy* i s

CNnool O anagement
(% yoy) 2008 2009 2010 2011 2012 2013
GDP Growth 0.5 -4.8 1.0 2.5 3.1 3.0
Consumer Spending 0.9 -3.0 0.4 0.9 2.4 2.9
Fixed Investment -3.5 -13.9 -0.9 3.2 4.6 3.9
Manufacturing Output -2.9 -10.7 2.6 5.6 5.0 3.9
Domestic Demand 0.1 -5.1 1.4 1.3 2.3 2.7
Average earnings 3.4 1.4 2.0 3.1 3.5 3.6
RPI (headline rate) 4.0 -0.6 3.2 3.0 4.1 4.8
CPI (core inflation) 3.6 2.1 2.2 1.7 2.0 2.0
Short term interest rate’ 5.5 5.5 1.2 0.7 1.0 1.9
Effective exchange rate ¥ 94.1 82.6 82.7 81.3 79.9 79.1

* Based on the latest ITEM Club Report (January 2010)

T Average over calendar year




Cranfield

In Conclusion.... T

School of Management

= Let’s not forget...
... a depression has been avoided!

= After a decade of credit-fuelled spending we will have to

adjust to new realities
A rebalancing of household and government accounts is inevitable
A and this will be a painful adjustment
= We cannot and should not expect a “quick fix”

A major structural and regulatory reforms of the banking sector are still
required, even as the economy recovers

\

Or else the recent crisis could be reignited
— with even more dire consequences!
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The Charities Act and Public
Benefit Update

Chair: Peter Beesley
Lee Bolton Monier-Williams
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The Charities Act and Public
Benefit Update

Panel:
Matthew Burgess, Deputy Chief Executive, ISC

Dr Christopher Ray, High Master, The
Manchester Grammar School

Christopher McCall QC, Maitland Chambers
David Lyscom, Chief Executive ISC
Francesca Quint, Radcliffe Chambers

Hubert Picarda QC, 9 Old Square (Top Floor)
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Public Benefit

Matthew Burgess
Deputy Chief Executive, ISC

independent

February 2010 schools

council



Outline

® Public benefit one year on
® Bursaries

® Partnerships

independent
schoob
council



Public benefit one year on

Jul 09

Oct 09

Nov 09

Dec 09

® Assessment reports published
*AEmerging Findingso
® Two schools respond to Commission

publ i she

*Dame Suzi gl ves school s

® Scottish schools file public benefit plans with OSCR

® OSCR approves all Scottish school plans
® School public benefit assessments halted

*Commi ssi on confir ms
schools

® Children, Schools and Families Bill published
® Commission annual report before PASC

t
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~

nfi v

indzpendent
c2hools
council



Bursaries: What the Commission said...

® No benchmark:

®* N T h e m@&spaciBc percentage or amount of free or
subsidised accessé t h a't fi1 ts all char.
assessed in its individual circumstanceso

® Proportionality:
®* N We r ec ogsmallsreharitiésare unlikely to be able

to provide the same opportunities to benefit as larger
chari tieso

independent
schooﬁ
council



Bursaries: What the Commission did...

independent
schools
council



Partnerships: What the Commission says...

® Dame Suzi at HMC:

*ALook at the pages of gui danc
benefits. They exist so that schools and other fee chargers
may be reassured that a wide variety of adjacent activities
do count. Indeed, they could in principle count on their
own €éo

independent
schooﬁ
council



Partnerships: What the Commission does...

* AEmerging Findingso report:
*Aln none of the assessments w
benefit significan{G7)enough on

independent
schoob
council
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MGS and the
Charity Commission




STOMP: just one of sixty plus activities
during 2008/09 with local state schools




=

Means-tested Bursaries

240 plus pupils receive meandested bursaries

over 100 of these receive 100% with parents earning
less than £17,000 to qualify for full support

families may also receive assistance with transport,
uniform, school trips (including overseas), computers

bursaries advertised extensively throughout the region

total support provided amounts to some £1.7 million
equivalent to some 14% of total fee income

main sources of funds: MGS Bursary Trust, MGS
Foundation Restricted Funds and fee income



Beyond Bursaries: just a sample

Teaching English, ICT and Mathematics to junior pupils in
eight local state-maintained schools

Oxbridge and US university seminars for state sixth form
pupils in Greater Manchester

Specialist sixth form lectures on a range of topics: Maths,
Politics, Genetics, Religion & Philosophy, etc.

Four local junior schools participating in dance and drama
activities at MGS

Supporting development of sixth form at New Charter
Academy, Ashtonunder-Lyne



=

Just a few more

Manchester Schools History Association run from MGS
Twenty-five teachers work as examiners

Seven teachers work as principal or chief examiners
Oxbridge assistance for four sixth form colleges

Head of Biology seconded to Future Leaders Programme

Curriculum support for three local academies: Stockport,
Manchester, and William Hulme

Joint History project with junior school situated in the
most deprived area of Manchester

Open access to teaching materials on school website



=

Even more activities

Specialist Saturday morning advanced Mathematics
classes for junior pupils

Support for Nawaikoke College in Uganda: providing safe
water, sponsoring pupils and building facilities for science

Hallé Orchestra link promoting music for young people

MGS runs online Politics journal for sixth formers across
the country

School facilities provided for annual fund- raising events for

OxI | I AAl AEFE|l AOAI 60 AEAOEOE
Local council representatives use school for ward meetings



And finally (but there are many others too):

Support for Mwiri College in Uganda: providing textbooks,
computers, calculators, specialist teacher support

Eight teachers write books and other materials for various
educational publishers

Drama productions touring six junior schools in Greater
Manchester area

Sharing sports facilities with two local junior schools

Provision of sensory deprivation garden in school for blind
Support for orphanage in St Petersburg

3xEIIFETC DIl PO} OEAAA /£l O |



Estimating costs of public benefit

Senior management time: 100k

Development office bursary fund  -raising costs: 130k
Bursarial and admissions costs: 50k

Community Action Programme : 180k

Middle management support for academies: 70k
Middle management support for other projects: 80k
Junior staff support for academies: 30k

Junior staff support for other school projects: 70k
Overseas projects support: 80k

School facilities gratis: 60k

Support for Hallé project: 20k

Transport gratis and miscellaneous: 30k
Means-tested bursaries: 1700k

Grand Total: 2600K per annum



Benefit Beyond Bursaries:
Robust, Extensive and Effective?

Dame Suzi, AAOE A
verdictwasa |
contemptuous O. / A

MGS simply does not
do enough!

So it Is most
Improbable that any
school would!




Attracting derision

Commission chief caves in to pressure from private schools Dame Suzi Leather gives heads five years
to prove they deserve charitable status Richard Garner, Education Editor, The Independent

Dame Suzi Leather, chairwoman of the Charity Commission, has finally caved in under intense pressure
from the headteachers of Britain's private schools, allowing them five years to put their houses in order
if they fall foul of new legislation threatening their charitable status.

Dame Suzi was seeking to soothe headteachers' fears that new public benefit tests — designed to
ensure their schools do not exclude children from poorer homes — would lead to widespread closures.

She told the Headmasters' and Headmistresses' Conference (HMC), which represents 250 of the
country's leading independent schools, that none of them were likely to face an assessment during the
next year as the commission did not have an inspectorate at its disposal and had 180,000 charities to
assess.

However, her attempts to explain that schools could pass the test by offering "benefits in kind" — such
as providing struggling state schools with teachers of shortage subjects — rather than bursaries were
greeted with derision and laughter.

Moments earlier, Christopher Ray, high master of Manchester Grammar School, had read a long list of
public benefits provided by the school which had been judged not enough on their own for the school
to pass the test.

He said teachers at the school "felt they were banging their heads against a brick wall" trying to
convince commissioners of the benefits it provided. The school eventually passed the test because of
the bursaries it offered.



ﬁdependent Sector:

Public Benefitis in our DNA

The critical importance of partnerships

Recognised as such by Ed Balls, Michael Gove, ASCL and
almost everyone except Dame Suzi Leather

The immense range of resources deployed across the
Independent sector.

The potentially divisive character of meanstested bursaries

Can we justify meanstested bursaries: academic, co
curricular, general?

The need to promote the virtues of independent education



John Stuart Mill: On Liberty

We should not allow
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Mill did not object to the possiblility of a few state schools,
but only Iif they were to act as beacons of excellence for
others



——The Independent Sector:

Educating the whole person as a unique individual within a strong
community:
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The Charities Act and Public
Benefit Update

Panel:
Matthew Burgess, Deputy Chief Executive, ISC

Dr Christopher Ray, High Master, The
Manchester Grammar School

Christopher McCall QC, Maitland Chambers
David Lyscom, Chief Executive ISC
Francesca Quint, Radcliffe Chambers

Hubert Picarda QC, 9 Old Square (Top Floor)
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Closing remarks

Noble Hanlon
Partner
haysmacintyre
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