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Executive summary

In recent yearsthe Department for Educatiohas struggledboth to recruit new teachersandto retain
existingteachers in the professiofhis reportreviews thesupplyof teaches and considersvhether
further changes to pay policparticularly at a local levetnayimprove the situation

Covid19 has not solvedeacherretention problems

The teaching profession faces problems with retention at all levels of experiEheeyear
retention rate has fallen by 68rcentage pointsince 2010, from 74.2 per cent to 67.4 per

cent. However, the §ear rate has also fallen by 6.2pp since 2011, and even tyed2rate

has fallen by nearly 4pp.

TheCovid19 pandemic has created a recession that will temporarily increase recruitmengeto th
profession and reduce attritigrbut international evidence shows that the teachers who were
drawn into the profession bgrecession may also be more likely to leave the profession when it
ends The government should aim tetainthe additional new emants after the pandemic and
ensue a sustainable level of attritian

Pay policy shouladontinue to support retention

Pay is one channel through which the government can support recruitment and retehtion

may not be the principal factor in decisions to enter or leave the teaching profession, which are
complex, personal, and influenced bymerous factorsi K N2 dzZ3 K2 dzi |y ;AYRA GA R0
however, it is one of the few that can be rapidly altered by a ckdngyovernment policy.

Using pay to affordably improvecruitment andretention requires a package ofieasures that

target pay rises at the teachers most at risk of leaving the profession: those in shortage subjects,
those in challenging schools, and sgoin areas witthigh-paying alternative occupations

Earlierwork by EPI and Gatsthasrecommendedhat targetedretention payments irshortage
subjects andathallengingschoolshe extended to all existing staff, not just new teach@&asing

this and douling the extra payments for teachers in challenging schools wouldabostt £45

million each yearHoweverthe governmenthasinstead cut the retention payments in response

to the pandemiclt should reconsider tat decision which mayhinder efforts to retain the large
intake of new ITHraduates.

Differencesin pay across regionsanlead toteacher supply difficulties

There aresignificantdifferences in the pay of neteachers across England, which makes it
harder to recruit and retin teachers in regions where they are relatively underpaicgome

parts of Englandparticularly areas bordering Londaeachersearnover 11 per centess than
non-teaching professionajsvhich corresponds to about £5,400 per year

Thesedcal pay gap are associated withreater difficulties in recruiting and retaining teachers
so reducing the gaps could mitigate some teacher supply probMfitkin a regiong defined by
local labour marketsa 1 percentage point reduction in theveragepay gap is ssociated with a
2.6 per cent decline in the proportion of teachers without QTS and a 5 per cent decline in the



proportion of vacant postdviost teachers without QTS whbk in their NQT yeaand a large
number of NQTs is likely to indicate high teachentwer.

If the pay gap were closed by 10 per cent in the regions where teachers earn less than other
professional occupation @ould reduce teacher attrition by ®percentagepoints each year and
increase recruitment b$.4 per cent. That roughly equates to &xtra720teachers in the
workforce, and in the schools with some of the greatest recruitment and retention difficulties
More importantly¢ though it is difficult to measure matchinglocal wages ialsolikely to help
headteachers attract and retaivetter teachers.

Regional pay and funding adjustmenghould be reviewedogether

The existing teacher pay regions do not provide encafghpayincreaseto match the pay of
non-teaching professionais London nor do they cover the many other higtaying, higkcost
regions of the countryThey create too little differentiation to match local labour market
conditions and there are too few of them to adequately account for thvermity of conditions
across the country.

The nationalfundingformuladifferentiates school funding across regions withaaea cost
adjustment whichis largelybased on the pay region¥hatmeans that school leaders in high
cost areas do not have sufficient funding to respondbtmallabour marketconditions even
when they do have the freedom to set pay

However, banging the pay regions and area cost adjustment to better support the teernt
and retention of schools in higtost areas would be likely to redistribute funding to more
affluent areas of the country. In some parts of the country, such as London, pupils in the high
cost areas also have high levels of academic attainment, whgghaffect the valudor-money
of redistributing funding towards those areas.

The existing policies intended to deal with regional cost adjustments no longer match the
distribution of costs andhould be reviewed. Theview should consider both fundiramd pay
policy togetherbecause neither can effectively support recruitment and rgi@n onits own. It
should dso considethe distributional impact of any changes.

Finally, if the adjustments for local costs are changditer measures thateduce payflexibility
mayprove counterproductiveFor example, the recently introduced advisory pay poants
fA1Ste 2 YI1S G§SIFOKSNAQ TH{eOK22NE ¢aSil YOK SN O Aw
(STRBcould consider whetheit allows headteachers sufficient flexibility to meet local labour
market conditions



Introduction

The struggle to recruit and retain enough teachers to stabilise class sizes has dominated the Department
F2N) ORdzOF GA2y Qa a0K22ft 62N T2 N S-quaiterfs af Oatv tedickadsd 4 S O €
were still teaching in state schools afterdiyears; in 2019 that had fallen to barely more thantwo

thirds. Until theCovid19 pandemic, teacher recruitment had fallen shortiwsftargets for several

successive years.

Inresponse to these difficultieshe government introduced broadlywell-receivedrecruitment and
retention strategyin 2019, whicthas so fated to a series ohew measuresincludngthe new Early
Career Framework (ECERgcountability changes, artde scrappingof the Professional Skills Tdet
entry to teacher training The strategyalso led toa shift in financial incentive$or teacher training with
the previoudrainingbursaries toencourage recruitmenbeingrestructuredto put some of that funding
towardsearly-career pay supplement3hese are designed Bupport retentionover the first four years
2T I 0S|I Or&esuature@dcuidedtivInew retention payments on shortage subjects,
includingphysics and maths, arslippliedan addedtop-up for teachers who worked in challenging
schoolsThese canges were recommended by researchers at EPI and Gatslogtess the sizeable
gap between what a STEM graduate could earn in teaching and what they might earn in another
profession?

The government latecommittedto increasngteachergstarting wagedy 23per cent to £30,000 by
2022. Tle move was intended to lift the status of the teaching profession among gtadand improve
recruitment figures that remained below targét.

The changes have been welcomed by the profession and there are hinesattyatareer retention
might have improved in the past couple of yeddsnethelessthe professionhasstill strugglel to
attract and retain graduatei shortage subjects like maths and physasd supply difficulties remain
more acutein someparts of the country

The alterations to financial incentives acknowledged that pay may be one of the reasons that the
profession struggles to recruit and retain teachers. Pay may not be the principal factor in decisions to
enter or leave the teaching pre$sion, which are complex, personal, and influencedlbyerous

factorsii K NR dzZ3 K 2 dzii | y “Hygweveditisadatomiteat coddidat&ighNdibmany teachers,
and one of the few that can be rapidly altered by a change in government pdligtmakes it a
particularly important channel through which the governmeould support recruitment and retention.

9t L &R D learkedvdriOdan pay and incentives focussed on the benefits of differentiating pay
between subjects to support recruitmentd retention. Werecommended financial incentives to

support retention in shortage subjects and to encourage teachers to work in challenging sdimools.

both cases, there is strong overseas evidence that targeted pay boosts could help overcome siortages
schools in England.

1Departmentfor RdzOl G A2y > We¢ S OKSNI wSONHZA GYSyd I yR wSOSyidazy { GNI GSE
2{AOASHIT WeKS ¢SIFOKSNI[Fo62dzNJ all N S Ay -SupjetTeafie@Moregl A Ya s W2 K
Money? Simuldhg the Effects of Eady  NESNJ { I £ F NB { dzLJLJ SYSyida 2y ¢S OKSNJ { dzLJLJ
35 8L NIIYSyid F2NJ 9RdzOFGA2yY WmonZnann {GFNIAY3I {IfFNRSA t NRLR
A58 NIYSYyld F2N) ORADt iRERZ¢ Y gKERAPESETF CIO®E2NE wStlGAy3a G2
S{YAGKSNA YR w2o0Ayazysz WCFOi2NE ! FFSOUAYy3a ¢SIOKSNEQ 5S5S0AaA
B{AOASOHI T WeSHOYRASNIYRODNI F I3Sa Ay
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In this report we turn to the differences in pay across regions and the effect that has on teacher supply.

We firstconsiderthe recruitment and retention challenges that continue to face the profession, despite

the increased recrtinent generated by the pandemic. We then review the evidence for allowing
GSIFOKSNEQ LI & (2 JFENE | ONRPaa NB3IAz2ya (2 NBRdAzOS |
presently paidcompared toother professionals, in local areas and relate thesemates to measures

of teacher supply difficulties.



Teacher numbers and retention

¢KS HAHNKHM NBLR2NI 27 (KSRHEeGUEDed fiewsdd thOstafe Nih® wS A S
teaching labour market and received a clear message from consultees:

The Department [for Education] stated that the current teacher supply situation presents
challenges, while the unions representing teachers and school leaders characterised this situation
F&d& I ONR&aAad ¢KS 5SLI NIYSyY i QaerepazzNakchallengey | £ 42 SYL
gAGK NBGSylGAz2y Ay GKS SINIeé& adlr3sSa 2F GSHOKSNaQ O
that retention was a pervasive issue, affecting classroom teachers at all career stages]...]
There are differences over the precideacacterisationbut all agreed that there is an acute problem
with low recruitment and falling retentiorMoreover, most consultees agreed that there is a problem
with uncompetitive pay foreardF NESNJ G4 S OKSNARZ | YR Y| ywcorhparad?2 TSt
to other graduate professions.

However, that consultation was prepared before the consequences dEtvid19 pandemic were felt

and did not fully address the changes in the teaching labour etdhlat it precipitated Recruitment

and retentian both rose as graduates struggled to find jobs, and the department decided to cut many of
its teacher training bursaries.

Below, we briefly review the current evidence on teacher numbers, recruitment, and retention to
outline the scale of the problems treectorfaces We also consider whether the retention problems are
isolated to earlycareer teachers, as the department contends.

Numbers are below forecast requirements

Pupil numbersare surging in secondary schools and teacher numbertaireg. Secomlary pupil

numbers have been rising for several years and are forecast to increase by diahpar cent

between 2@1 and 202.2 To manage its funding of teacher training tiepartmentannuallyprojects

how many teachers amseededto supportthe current pupitteacher ratios giventhe expected number

of pupils. Ag=igurel below illustrates, each year that projection shows the number of teachers needs to
rise and, each year until 2019, the number of secondary teachers has fallen.

The projected targetare being misseglear onyear, even though the targets adjust tnore achievable
levels each yeaiThat is notbecausepupil numbers fall but because the projections rely oreapected
pupikteacher ratio.The pupitteacher ratio is revised upwards annually, to reflect thality ofrecent

years, resulting in a smaller number of teachers beiegded The implication is that achieving the
projection would still only maintain the current class sizes, which have grown from under 15 pupils per
teacher in 2011 to 16.8 the latest projetions

{OK22f ¢S OKSNBQ wS@ASs . 2ReI W{OK22AQT SLIONISNENOwWISHASE . 2R
S5SLI NI YSYydG T2NJ ORAzZOI GAZ2Y SGABE GASYNIEHaWaAR® t NE2SOlA2yas wSL
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Figurel The number of secondary teacheis still short of projected needs
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Sources: Department for Education Teacher Supply Models

Note: Each line represents an annual projection of teacher need by the DfE. Historesldiguevised each year but only the latest historical
figures are shown, which is why forecasts do not necessarily start at the latest historical value.

Retention is falling

The3d 2 @S NJ/ rétényfain Satisticsshow the proportion of teachers wstay in the profession each
year and, agigure2 below shows, that proportion has been falling for the past decade and falling for
teachers olp to at leastwelve years oexperienceMostof the attrition from the profession happens
Ay GKS FTANRG T Saeehb@Highd?2 sdWs thiat thé etendidd Brotilers are not
isolated to earlycareerteachers For example, the §ear retention rate has fallen .8pp since 2010,
from 74.2per centto 67.4per cent However, the Year rate has also fallen by 6.2pp since 2011, and
even the 12year rate has fallen byearly 4pp.



Figure2 What proportion of teachers are still in the profession after...
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Note: Figures showke percentageof teachers who still teach in a statended school, 2012019

Only in the most recent datagathered in November 2019, befo€@ovid19 struckg is therea signthat
teachers in the first few years of their careers might now be more likely to remain infsiaded

schools. In 20189, the retention rate for that group flattened out and, now that cohort is in their

second year, they are slightly more likely thtaeir predecessors to remain in teaching. Their successors
as firstyear teachers are more likely again to remain in the profession. However, we should be cautious
about interpreting two years of data, particularly when the numbers for nearly all othesrtobf

teachers still show falling retention.

Ly AYLERNIIFYy(d fSaazy FNRBY (GKS NBOSyi(GA2y FAIdNBa:z
that a dramatic increase in recruitment is not essary to stem the fall in teacher numbé&uall that is
required is that retention improves to the level of a decade ago.

YAYES
{1t NB

W2 K4 | I LILIS y a-SubjécBT¥ache Mord MoRey?{SKnldifigitha Gffects of-Earlger
{dzLJLX SYSyGa 2y ¢SIFOKSNI {dzZlJL & Ay 9y3aAflyRQD
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The pandemic boosto recruitmentis likely to be temporary

In recent years, the government has struggled to reach its recruitment targets for initial teacher training
despite the tagets being revised down each yebr2019/20 only 8per centof the target number of
teachers were recruited, with huge variation across subjectsoine shortage subjects, like physics,
recruitment was only 4per centof the required number?®

However the onset of theCovid19 pandemic led to a surge in applications to teacher training
programmes Figure3) andthe target level of recruitment was achieved for thesfitime in some years.

Figure3 Initial teacher training applications &ve surgedsince the pandemic
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Source: UCAS ITT Statistics

Note:Adjusted number of new ITT applicants UCAS has received each month in England and W&162020CA\S statistical releases occur
at uneven intervals. We have adjusted for that by reporting 30.4 x the average number of applications per day duringgdthehpen allows
the points on the chart to be interpreted as if they were monthly.

A similar surge in teacher recruitment wseenfollowing the 2008 financial crisis, and these surges
during recessions have also occurred internation&llizen job opportinities dry up in the private
sector, stable jobs like teaching tend to experience an increase in demangveQ when the recession
passes, international evidence shows that the teachers who were diraithe profession by the
stability may also be merlikely to leave the professidhThat makes a focus on retention particularly
important at a time when more recruits have entered the profession

However, mn response to the surge in demand, tbéEbegan to roll back the financial incentives that
were designed to encourage recruitment and support retention. It cut bursaries by up to 75 per cent in
some subjectsiroppedthe planned retention payments for new ITT entrants, and postponed its
ambition to lift starting salaries to £30,080These measureseduce thetargeted support for

105 S NLIYSYyd FT2NI 9RdAzOF GA2y T WLYAGALFE ¢SFEOKSNI ¢CNIAYAYyIQod
Up | JE SNE tA2LIAdzyA1Z FYyR 2Sais w2811 alNjJSdazx {(iNBy3d ¢SI OKSI
22 KAGGF{SNE W5F9 {flFakKSa L¢¢ . dzZNBFNRSA & /2@AR /| dzaSa { dzLd
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recruitment and retention in challenging areas.

Differences exist across regions

N2G FEf LINGA 2F GKS O2dzyGNB &adzZFFSNI SljdzZ- £t £t FNRY
recent work has showthe stark distinction between London and the rest of England in the type of

teachers that can be recruited That work used the proportion of secondary teachers who hold a
gualification in their subject as a proxy for teacher supply problems. It fdonéxample, that while

less than 20 per cent difie hours ofkey stage $hysicdn disadvantaged schools outside of Londwe

taught by a teacheholding a physics degree, in more affluent schools and London schools that rises to
about 50 per cent.

TheSTRB came to a similar conclusion in its most recent report. Using data at a regionil level

highlighted the stark difference between recruitment difficulties around London and in the rest of

Englandt KSANJ FAYRAYy3Ia |t A3y dritlieKondoh dre@ are faryhBre lkelyzog (1 K |
carry vacancies and temporariljled posts Figured).

Figured Proportion of schools reporting a \@ncy or temporarilyfilled post
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Percentage of schools reporting a vacancy or
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®

Source: STRB report 2020/21 drawing on analysis of DfE School Workforce in England, November 2018 by the Office ofddanopue#r E

It also found that retention rates are far lower in London than in the rest of theiryg. Five years after
graduating, 39 per cent of new teachers who began in London had quit the profession. In contrast, for
the rest of Englandnly 29 per cent were no longer teaching in stiieded schools.

Summarising its investigations into regiéna f I 6 2 dzZNJ Y I NJ S ( aysprogréssio@ ®ry Of dzR SR
teachers in Inner London is lower than that for the wider graduate market. The earnings of teachers

compared to those in other professional occupations have deteriorated in recent years. The gaps are
widest for younger teachers and for those in Long®iThese factdlustrate the complexity of the

BLAGASGEZ WeSEFEOKSNI { K2NIF3Sa Ay 9y3IflyRQD |
¥ OK22f ¢S OKSNEQ wSOASSE . 2REI W{OKRRAQX SFOXKEBNEMQOP wSGASs . 21
5L OK22f ¢S OKSNEQBIWSDTASSH 2Re3I LI NI



teacher labour market: it is both easy to recruit higblalified young graduates in London but difficult
to retain them in the region. Each areatbé country has similar complexities of its own, which
contributes to the difficulty of finding a single pay policy that works for all regions and all schools.

These findings suggest that it is worth revisiting the question of regional pay differencemn®@ay

was last thoroughly explored in 2012 after the government asked all pay review bodies to examine the
issue! i GKS GAYS GKS {¢w. NBO2YYSYRSR (KI{d aoKz22f:
within a broad national framework but fefhat the existing pay regions remained suitablélost pay
bodiesagreed,and the majority stuck with a London weighting that is similar to the system employed by

the STRB.

However,some payeviewbodies haveaecentlybegun to question whethenaving oty aLondon
weightingis sufficient tosupportrecruitment and retentioracross the countryin its 2020 report, the
NHS pay review body expressed concern that the London weightings no longer reflected genuine
RA F T SNB y Oadicularly theQaidaie foEdifférentials between inner and outer London, and
betweenX. areas to thesouthreastand north-west of the zonesX [There] does not appear to be
evidence to justify these boundari&®The police pay review body was similarly concerned in its 2020
report and called for an urgent review of all geographical allowatdéimally, the prison service pay
review body heard that the expiry of market supplemenpaidat 31 sitesacross the countrg would
reduce the ability of the service to retain experienced staff in the face of competition in local labour
markets?

16 HM TreasuryAutumn Statement 201 Jpara. 1.110.

7L OK22f ¢S OKSNEQ wSOASs . 2Rex W{OK22f ¢SIOKSNBQ wS@ASs . 21
Bl { tle& wSOASKANRRWBLIENGGA NIn& n QX LI NI & nodHyod

19t 2f A0S wSYdzySNI GA2y wS@ASs . 2Rez Wt At APR WERAZENBEGABRYHWERD)
20prisonSer®S t & wSOASH . 2Re&I Wit NARazy {SNBWAOS t+he& wS@OASs . 2R& b

4.32.
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Pay and retention

The most notabldeature2 ¥ G S OK S NA femarMallly siifaacipdé thé countily, ahdiacross
teachess with differing experience and qualificatioMghereas a physics graduate is likely to earn more
than a history graduate in the private sector, they will earn similarly if they both become teachers.
Someone workings a professional in Manchester is lik& earn more than a similar person working in
Cornwall, but teachers in the two areas will eatvout the same

¢CKS f1 01 2F QGFNARFOATAGE A Y -edrthy rOgoBsNG With higleadniny S v &
gualifications, will need to sacriidncome to work as a teacher. Conversely, people in l@aening
regionsare likely to be paid welGompared tatheir job alternativesThis has clear implications for the
recruitment and retention of teachers in particular subjects and regibnisigh-cost regionsit is likely

to make it slightlymore difficult to attract and retairstaff, while schools ifower-cost regions mafind

that the relatively high pay in the teaching professiips.

In this sectionwe outline the reasoning behirtthe influenceof relative pay differences, the policy
decisions that have led to the current situation, and #slierresearch on the subject.

Relative pay differences

Pay varies among jolakie to thecharacteristics of themployeg the job, andthe location among

other things People with greaterexperiencepr greaterskill, tend to earn more. People in dangerous
jobs will earn a premium for the risk they take, gmebpleliving in regionsvith limited amenities or a
high cost of livingwill ask for a higher wage to compensaBnth the costs of living and the amenities of
a region affect its attractivenesBor example, e¥en though teachers ibhondon typicallyace a higher

cost of living than imther regions London schooldo not struggle to attracyoungteachers because
young people want to live and work in London.

Some of the differences in average @ayoss regions are explained thye type of jobs in theegion,

while others are explained by differences in the characteristics of the retiieicost of living andhe
attractiveness to potentialesidents.However thosepay differences across regiooan beblunted by
national pay bargainingas happensiiteaching andpay ends up being set very similarly across regions.
That lead to the situation described by thstylisedFigure5 from Ma et al (2010§*

Private seatr wages vary across regions to a far greater degree than teaching wages, which leads to a
wage premium for teaching ilew-costareas with the best amenities, and a wage penalty for teachers
in high-costareas with poor amenitiegcomparedto local jobsm the private sectar

2t s . bGGdE FYyR 9
Differences in Te& S NBE Q wl
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ffA th-& 5A4A
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Figure5 A stylised theory of teaching wage premia

Wage
T Private Sector
Teaching
Low Cost Areas with Best High Cost Areas with Poorest
Amenities Amenities

Source: Ma et al (2010)

z

¢tKAE LI GGSNY OFy 6S Of SI NI &htheSv8ggs obother Prafassidnaleh y 3§ S
Figure6 plots the wages of teacheegyainst the wages of naieaching professionakscross 15%ocal

labour markets in Englarfd The scales on the two axes are the same @l I O &nSudEeddnings vary

little across regions, while the earnings of Aeachersare far more dispersed.

Figure6 Earnings of teachers and neteachers acrosfcal labour markets

£60,000 - .

£50,000 -

L]
£40,000 - t e

>

£30,000- s

Managerial and professional non-teachers' annual earnings

£30,000 £40,000 £50,000 £60,000

Teachers' annual earnings
Source: EPI calculationsingONS ASHE 202P19; Department for Education, School Workforce in England 2019

Note: Each point shows the average annual earnings for one ti@awvebrk area.

22The local labour markets are travtel-work areas defined by the ONS and described in more detail later in the report.
Thenon-teaching professionals include all employees classified in SOC 1
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¢CKSNB INB G4KNBS YIAYy NBlazya ¢gKeée GSIOKSM&E®Q LI & Y
are different pay bands for teachers in the vicinity of London, which create some variation. Secondly,

there may be differences in the school workforce composition. Salaries increase with experience so a
region with a more experienced workforce wduon average, pay higher salaries than a region with

many newly qualified teachers (NQTSs). While this may explain some of the differences it does not

explain everything as teachers in therth-easttend to be younger than those in thlsouth-westbut

eam more. Finally, schools in some regions might have been more likely to use their pay freedoms

granted in 2013 than other%.

Mapping thesame datag again with an identical scale across magsghlights the lack of variation in
G§SIFOKSNARQ ¢ lamiFgure?)@GNKESa & 19383 60St 26 O2YLI NB GKS RA&
to the distributionof noril S OKE BB &® | ONR&a 9y 3Ifl yR® hiichvdyS f ST
little across the country, though the increased wages in the London pay regions are visible. On the right

are the wages of people in professional and managerial occupations outside teaching, which vary
dramatically.

The difference in distributicmimeans that people with the right skills have far greater opportunities for
high earnings in some parts of the countmhile teachers earn more only in London. Even then, the
difference in London for teachers is far less than the difference for peoplén professional and
managerial occupationsn contrastthe wages of nosteaching professionals vary dramatically, with
some regions having average earniogsr twice as high as others.

Figure7 Map of earnings acroskcal labour markets
¢SFOKSNARQ St Ny Ay 3a Noni S I C)K)\)/EI LJNB'-FSéé)\Z)/I- f ac

Average earnings

£50,000

£40,000

£30,000

Source: EPI calculationsingONS ASHE 202D19; Department for Education, School Workforce in England 2019

There are tw@ossible consequences of this mismaictareas were teaching has a wage penalfyhe
first is that schools in regionghere teaching has a wage penaltill have a harder timeecruitingand
retainingteachers. The attraction of higher wagesanother job will prove too much fgrotential
teachers andschools will experience supply difficulti$is is consistent with the evidence gathered by
the STRB and described above (for exanffilgyres).

BL8S JENRBEAYS {KFENL SRt S TENFIQf RI2ZINA 2y NBBASH QRSNIKS A YLI O
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The second possibility is thathools will be forced to settle for teachers who may not have been their
first choice and the quality of teaching in the school will sutfesome of the best candidates adeawn
away from teaching by the promise of higheagesin anotherjob, then the school may not be abte

hire fromas strong a pool of candidates aségions where there is less of a penaty.

There are also areas of the country where teachers, on average, earn more than other professionals.
This is particularly the case in parts of dwuth-westof England. In these areasmay sometimes be

difficult to attract excellent candidates for reas®unrelated to the cost of living and pay of other
professionals in the region. In some cases, pay incentives can help to attract and retain teachers in these
areas, which is why the differences in relative pay across regions are only one part of ateqgraple

policy. In addition to accounting for regional differences in relative pay, a pay settlement must at least
account for subjecetpecific shortages and the recruitment difficulties faced by schools in challenging
circumstance$®

Paypolicy for schmls in England

Pay policy for schools in England has undergone significant changes opastliecade, much of it
intendedto introduce more differentiation in pato retain and rewardjood teachersBefore
September 2013, there was a national E@alefor maintained schooland teachers progressed up the
scale as they gained experience.

Teachersbegan on thaunqualifiedii S I O ga$ $¢eQmoved to the main pay scale when they
gualified,and couldthen progress to the upper pay scale once they reattiee top of themain pay
scale. Moving to the upper pay scale requithd approval of the headteacher but nearly halttioé
teachers at the top of the main pay scale progressed each#¥ear.

Movement up the main pay scale was automatic as teachers gained experience. Each year, the School
¢SFOKSNAEQ wS @wuidgecaménd a rniegetofvpayscales, which would then be decided

on by the governmentAcademy schools were never bound bg fhay scales but most choseadhere

to them 2’

The pay scales differed across four pay regions in England: Inner London, Outer London, the London
fringe, and the rest of EnglanB A F FSNBY GA I GAYy 3 GSIFOKSNEQ LI & | ONRa
intended to recognise broad labour market differences that bear on recruitment and retefition.

2¢ KSN

B Ad a2YS adzlJ2NI F2N) GKAA STFFSOG Ay 9y3ItryR AYy . NRGG:
BLA0OASGEEFET WeSEHEOKSNI { K2NIiF38a Ay 9y3IilyRQo®
%65 S NIYSy (i F2N) 9RdzOF A2y X W9QPARSYOS G2 G(KS {¢w.Y ¢KS /1as$s
Z7aAfaz2YS YR 2AGKSNAX W! OFRSYASaAaQ ! LILINRIF OKSa G2 ¢SIFOKSNBRQ
2B OK22f ¢S OKSNEQ wSOASs . 2Resx W{OKz22f ¢S OKSNBEQ wS@OASs . 21
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Figure8 Teacher® LJ- & NX3IA2ya Ay 9y3afl yR

Pay area

. 10

Sources: Department for Education, Get Information About Schools; TTWA 2011 shapefile from ONS

Note:Regional boundaries for local labour markets defined by @N8Ho-work areas

The figure Boveshows that the three differentiated pay regions around London each cover a small

ydzYo SN 2F GKS O2dzy i NEBQa & OK afEhgiandadgianh Sddifibgtheil & OK 2 2
locall®d 2 dzNJ Y NJ] Sda 2dzif AYySR 2y GKS YIL)I R2 y2i GSaas
region collects well over 100 local labour markets in England together in a single pay region.

In 2012 and 2013, that system underwent intensive scrutiny andaditen. The government asked the

STRB to consider removing automatic progres®adingthe pay scales, and allowing for mdoeal

flexibility in pay?® The 2011 Autumn Statement acknowledged that, because public sector pay is often

set nationally, it des not always reflect individual local labour markenditions® TK S 52812 Q &

evidence to the STRB suggested changes to the pay regions tatevtédel ofi S OK S eltie LI & X

to local pay leveldeading to shortages some areas!

Inrespong, 1 KS { ¢w. NBLRNI NBO2YYSYRSR (KF{i a0K22f & o0
within a broad national framework to enable schools to set salaries in the context of their local labour
markets, but felt that the existing pay regions were suiéadl the time34t recommendkd allowing
performancebased progression through the pay scadesiremoving the reliance on pay points so that

they became purely advisoridowever, it recommended keeping the four pay regions because it felt the
meaningful v&IA | G A2y Ay G SI OKS NEeRel dritl gduldnét Bedetfetive/ falgetad | (G &
with a centrallydetermined regional pay structure.

In his responsghe Secretary of State for Education agreed to the STRB recommendations and, from
September 204, all maintained schoolsadto implement a performancéased system of pay

progression. Progress up a pay scale could no longer be automatic with experience. The STRB continued
to produce recommendations for pay each year but issued only minima and maxima for the pay ranges,

2Department for EdzO G A2y X WO9GARSYyOS (2 (GKS {¢w.Y ¢KS /1 asS FT2NJ/KIy3
30HM TreasuryAutumn Statement 2011
A5 SLI NI YSyild F2N 9RdAOF A2y E wyaALSRY OS (2

G6KS {¢w. /&
2{ OK22f ¢SIFOKSNEQ wS@ASs .2Rex W{OKz22f ¢SI OKSNAQ w S
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rather than also producing the pay points along the rarigigre8). It was then up to headteachers to
decide how to assess performance and what pay progression to provigdevdo teaching unions
continued topublishrecommended pay points and negotiating positions to their members so it is still
common to find people referring to the points on the pay scales.

Figure9 Allowable pay ranges ilocal authority schools for 2020/21

Pay range

£50,000 -
. Upper pay range
. Main pay range

Unqualified teachers

i

Inner London Outer London London fringe Rest of England
Pay region

£40,000 -

Annual pay

£30,000 -

£20,000 -

Source: Department for Education, G#b Teaching

After the changes, headteachers were free to begin adjusting pay at their schools to better match the
local circumstances. Burgess et al @Pfbund that there was a marked increase in the proportion of
teachers who did not receive their expected pay progression in 2014 and 2015, which suggests that
headteachers did begin to use their newfound freedotfidowever, the decisions of most

headteahers are still guided by the annual STRB advice, which sets both the minima and maxima of the

pay scales and includes a regional adjustment for teachers living in London and its environs.

That system has largely persisted between 2013 and 2020 but, iy #®2government decided to ask
the STRB to consider reintroducing advisory pay points within the pay ranges, and to flatten the pay
structure by significantly lifting the minimum of the main pay ranfjgis washenrecommended®*

These moves, which adpteater structure to the existing pay requirements, are a reversal oé#nber
trend towards greater delegation of pay decisions to school leaders.

a
S . 2ReI Y[ OK2R2/iQ®dSI OKSNEQ wS@ASs
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Measuring regional pay variation

In this sectionwe investigate the relationships betwedwcal payandteacher supply difficultieby
calculating thegap between professional pay and teact@ray foreach ofl55 local labour markets
Thisallows us tcestimate the association betwedhe wage gap anthdicators ofteacher shortages.

Regional pay differentls

Figure6 illustrated the differences in wages of both teachers and other professionals across England.
Those differences are striking but can be causedbymarfyéspa 2F G KS | NBI Qa RSY2
market. For example, regions with younger residents will tend to have lower wages. Regionmsamwjth

financial services jobs will tend to have higher wages.

To compare regional wage premia on ai@elike basisve can adjust the wage differences toese
factors We refer to heseadjusted,regionspecific pay premiaasadjusted pay differentialsThey are
calculated as th@ercentage extra that employeds an industryare paid in garticularregion after
accounting for the other measurable factors that might influence walpesome other studieghey are
termed standardised spatial wage differenti&i$:or more detail on the estimation of theay
differentials in our datasets, see Appendix

In this projectwe account foregional differences iage, gender, occupation, and industry, which

leaves many things that might influence tpay differentia ¢ from the weather to house prices to the

quality of local amenities. Not all of these afeS | & dzNJ 6t S o6dzi G KS@& | NB AYLI A
pay differential Ths meansthat the pay differentialreflectsthe entire bundleof characteristics

associated with a regioand measures how much of a premium an employer must pay to retdihiista

that region,comparedto other regions.

We estimatepay differentias for 154 of the 15%ravetto-work areas TTWAY with the remaining
region, Birmingham, used as the reference group. That meapaylifferentias are reported as the
percentagepay premium, or deficittcomparedd 2 . ANYA Yy 3IKF YQa LI & f S@St o

Regional data
Regions

2 KSYy RSTAYAY3I I+ (0SIFHOKSNRa t20Ft € 02 dzNdmasthe]] Sz
small enough to accurately capture local differences in labour market conditions but large enough to
capture where most teachers live and wofke ON® tiavetto-work areas (TTWW9 are a geography

created to approximate labour market areas. Each TTWA is-as#Hined region where at least Ter

centof the economically active resident population work in the region and at leagei76entof the

people who work in the area also live in the ar&de use the most recently released TTWAs, which

were estimated for England in 2011. There are 149 that fall wholly within England and 6 that cross the
borders with Scotland or Wales.

35For example, Ma, Battu, aridf t A2 G W[ 20Ff tl& S5AFFSNByOSa FyR
wSIA2ylf S5AFFSNBYyOSa Ay ¢S OKSNEQ wl (S 2T t | I
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The travelto-work-areasof England do not contain similar populations and schools are unevenly
distributed across them. The largest TTWA, London, has 2,300 schools, 63,700 teachers, and 1,230,000
pupils in our sampleyhile the smallest haonly 3schoolsand fewer than 1,500 fuils.

These TTWAs also do not closely correspond to school administrative boundaries such as local
authorities or regions. For example, a single TTWA saliénner London, which contains several local
authorities. Measuring at the TTWA level encompasisese local labour markets in a way that
administrative boundaries do not.

Pay data

TKS hb{Q !vyydz t { dzNIXABSHERtFe largéstishidiey dfayhiRgs t IEmdArkind 3 &

we intended to use ito estimate wages for both teachers and natwachers. Unfortunatelythe
GSFOKSNRQ ¢ 3Sa Ay GKI G RI DA diat aRehiondl2eiesde LILIS | NI § 2
Appendix A for a comparisprinstead, we estimate the wages of ntgachers usindA\SHE and rely on

5F9 RFGF F2NJ GSIOKSNBRQ ¢ 3Sao

For nonii S I O K S NIvebnlydriclaié the earnings ofifl-time employeesand pooleightwaves of

ASHE across 20:PP19to increase the sample size and precision of our estimathsch leaves us with
approximately358,000 noreachers in our sample across 155 TTW¥ages are inflated t2019 levels

using theconsumer price index.

Teaching is a graduate profession so estimates of nori S OK SNA Q ¢ | Ir@tah thatadef R A R
other characteristics of the teaching profession. However, ASHE does not pdetéled personal

information about respondents, so insteade limit nonteachers to those employeid occupatbns

described asnanagers, directors and senior officiads professional occupationsll of which require at

leastan undergraduate degred hese groups are often referred to as SE&Xafd in this reportwe

NEFSNI 2 GKSY OIOQIzZLWIMRFEDAA2Y | §

C2 NJ G S OKwe NEeused thed $ goubbshed School Workforce England SWiEpata, based

onthe November 201&chool Workforce Census. This data is published at school level and includes the
average salary of classroom teachers

For comparabilitywe limit our analysi¢go mainstreamschools which includeacademies and

maintained schoolgelivering primary or secondary education. That excludes, for example, nurseries,
special schools, and pe$6 provision. These schools are tredtdifferently under pay arrangements

and cannot bgpooled with mainstream schools.

With those restrictions, our SWIE samples20,164schools, withemploy406,319 teachers.

School and region characteristics
5FGF 2y GKS a0K22f atomO6EKPRBEOY OKR RO AQat ARt BNF g R
January 201%nd from Get Information About Schools, which provides location data to match schools

to TTWASs. In combination with the School Workforce in England datasthmplya rich set of statistics
about the school workforces and pugpih each TTWA.

In key stage? and key stage,4ve also matclprogress measures as an indicator of school performance
At key stage?, the average of the progress scores in reading, writing, and maths is udexy. $taget,
the Progress 8 measure is used.
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Finally, wancludeONS mdian house price datkkom the house price statistics for small are&tPS8)

YR GKS ¢¢21 8Q F @SN IS fromyhie Briglistlidices dzDeprivatibon®018 S LINR & I
All measures are aggregated to TTWA lesatg weightdased on the appropriat population. For

example, the proportion of children eligible for free school meals is aggregated using the number of

pupils in the TTWAyhileli S OKSNARQ ¢ 3S& NB [ 33INB3IAFGSR dzaiay3

Pay differentiak across England

Figurel0shows the distribution of regionglay differentias across Englandhe first thing to note is

that, for both teachers and other professional ocetipns, the averagepay differentialis slightly
negativebecause the reference region is Birmingham, whiglan areawith highpay.

Secondlythe dispersion opay differentiat for non-teaching professionals is far greater than the

RA a LIS NA A 2 ypayifereiitidls: That @fiestsObfar greatervariation innonli S+ OKSN&B Q LJ- &
comparedto teachers that was previously seen kigure6.

Finally,i S OK S NBp&y diffezestidlis gteaiter than noai S | O.KTENdsinply an afiact of

GKSNB . ANXYAY3IKFEY airda Ay (GKS R 80HNDK SHMBdRsdt 2 F (S|
indicate thatteachers are better paidn averageBoth sds of pay differentias are estimated withiran
occupationanddifferences in the distributiondo notreflect average differences in pay between the

groups.

Figurel0 Distribution of pay differentials

Group
|:| Non-teaching professionals

|:| Teachers

-20% -10% 0% 10% 20%
Regional pay differential
Source: EPI calculationsig ONS ASHE 202919; Department for Education, School Workforce in England 2019
Note: Allpercentagadifferences are expressed relative to Birmingham.
Mapping thepay differentiag shows that, for both groupghe pay differentias are greatest around
Londonl 2 4 S@SNE (ipaddifférétiatOeeSiyiEofyn a narrow area around London,
reflecting the official pay regions. Across the rest of the cotntryli S OK S NIJsi@ilalJr @ A a Tl A
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In contrast, the higkpayingregion apund London is far larger for naeaching professionalsnd
extends much further from London than the teacher pay regitmaddition,the low-paying regiors pay
far less with severalhavingpay differentias of-20 per cent compared tothe reference egion

The implicationis that, iVl y& NB3IA2Yy a ¢ & NiBerehilbkare Bightedcliess hré vt
enjoying the same pay premium pgofessionalsvho workwithin their region but inother occupations
That suggests thexisting teacher payegions no longer accurately reflect tgeography of théroader
labour market

Figurell Pay differentiak across England
¢St éFp&S/leEéntials Nonidi SI OK A y 3 LMd’FfférénﬁaR 2yt aqQ

Pay differential
10.0%

5.0%
0.0%
-5.0%
-10.0%

Source: EPI calculationsingONS ASHE 202D19; Department for Education, School Workforce in England 2019

Note: The Birmingham TTWA has been used as the reference level and is left henkeAthgedifferences are expressed relative to
BirminghamValues have been restricted to tHk5 per cent- 11 per centrange for legibility, affecting 16 of 154 TTWAs.

[ 2YLI NRyYy 3 GS K SOMESKHIEMY tRe agjust¢d paygap

Theregional pay premium, or penalty, that teachers enjoy casimamarise by the difference

between thepay differentias of professionals and teachei/e refer to this athe adjusted pay gapit

is the regionapay premium thatnon-teaching professionals receivever and above thpremium
teachersreceive. This ithe key measure for understandinghether teachers are paid relatively well, or
relatively poorly in their local labour markeds described iRigure5.

Toillustratehowitworkss G 1S GKS SEI Wi .S BRFQ A riniadkedicrtteadhidgd 2bdz L
professional®arn about the samas their counterparts ithe reference regionvho areof a similar age

and work in similar industries and occupatiofey have gay differentia2 ¥ T SN2 ® | 2 6 SGSNE
teachers earmearly 3per centless than teacher the reference regiomafter similarly adjusting for

the characteristics of teachers in the two regioss they have pay differentialof -3 per cent That

YI 1 Sa adjustekm@gapabout 3per cent which is theaddedpremiumthat norteachers receive

in Bath in comparisorto teachers.

That is likely to make it slightly more difficultattract and retain teachers around Bath because
teachers stfer a small pay penaltfpor living in Batlcompared to other professional occupation3t
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course there may be many other reasons whgople choose to teach in Bath that outweigh the slight
pay penaltyand it is only one of the many factors that affecather supply in a regioNonetheless, it
may still affect the decision of sonpeospective teachers in the area.

Figurel2 mapsthe distribution ofadjusted paygaps across the countromparing thexdjusted pay

I L) G2 GKS LINBGA 2 dza-i B I0#a$ fitkerexitis (Figuked) Bibv that thiRgay 2 V'

is stronglyinfluenced by the pay premium among nteachers. That is to be expected because-nhon
G§SFOKERBR I NE FI N Y2NB | ONP a HowewShe &ednf thdNE (K| y
teacher pay regions can still be seen on the nthp:greatest gaps areat in London itself but in the
surrounding regions dfligh Wycombe and Reading, whiafth have aradjusted pay gapf over 11per

cent, which corresponds to aboutf400per year At the other end of the distribution, regions in the
south-westsuch as Perance and Falmouth hawealjusted paygaps of20 to-25per centor over £9,000

per year

Figurel2 Adjusted pay gap

Adjusted pay gap
10%

Source: EPI calculationsingONS ASHE 202D19; Department for Education, School Workforce in England 2019

Note: The Birmingham TTWA has been used as the reference level and is left hen&eAdagedifferences are expressed relative to
Birmingham. Values have been restrictedhie-15 per cent 11 per centrange for legibility, affecting Lof 154 TTWAs

The differences between regions cédue seen inFigurel3, whichshows theadjusted pay gap, and the
raw paydifferences from the nationamedian for all local labour market3 he pay figures in this chart
are not adjusted for the composition of tiveorkforce, so the differences acrossgions may be due to
differences in the ager qualificatiors of the populatiorand will be greater than thpercentage
difference in the left panel
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Figurel3 Pay differences and adjusted pay gaps

Source: EPI calculationsingONS ASHE 202P19; Department for Education, School Workforce in England 2019

Note: Thepercentagegap between pagolumnswill differ from the adjusted pay gap because the adjustayl gap considers the composition
of the workforce in each TTWA
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