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1 Background 
 
1.1 The DfE issued a consultation paper on the methods they propose to use to move to a 

mainstream funding formula that directly funds individual schools (a hard National Funding 
Formula (NFF)), rather than, as now, using the NFF to provide funding to LAs and Schools 
Forum for distribution through a local formula (a soft NFF). 

 
1.2 The consultation paper arrived after the June meeting of Schools Forum and the deadline for 

submission was 30th September 2021 (ie before the next Schools Forum meeting).  The Schools 
Forum Sub-Group met twice to consider a response from Lambeth.  The response in Appendix 
1 was submitted to the Education and Skills Funding Agency (ESFA) and this report explains 
what was included. 

 
2 Key points of consultation proposals 
 
2.1 The DfE / ESFA has long had the aspiration to introduce a national funding formula where 

mainstream budgets would be determined at a national level, without the need for local 
authority or Schools Forum mediation, as now. 

 
2.2 This consultation paper identifies the practical steps that they propose to make to make the 

hard national funding formula a reality. 
 
2.3 The key areas that have proved to be problematic are the premises, growth and falling rolls 

factors.  All of these areas have practical proposals for determining amounts on a national 
basis, with the possible exception of the PFI factor where they suggest that a further year will 
be necessary to develop their ideas. 

 
2.4 On the move from a local funding formula to a national funding formula, the DfE are proposing 

to require LAs to align their formulae with the national funding formula in stages. 
 
2.5 The consultation also enquired as to whether maintained schools would be interested in 

moving to an academic year basis of funding (ie not changing the local authority financial year 
basis for accounting, but, just as with 6th Form funding, funding the summer term on one 
academic year and the autumn / spring terms on another). 

 
2.6 The key message to take from this consultation is that the DfE are getting very close to moving 

to a hard national funding formula. 
 
3 Key points of Lambeth response 
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3.1 The Lambeth response recognises that we know the direction of travel towards a hard 

national funding formula.  Nonetheless, there is value in local decision making and it may be 
lost before that value is truly appreciated. 

3.2 The point was also made about the need for the education funding system as a whole to work 
effectively; 2/3rds of all LAs having deficits in their High Needs DSG is not a sign that the 
funding system is working. 

 
3.3 Generally, the practical proposals for getting to a national funding formula were seen as 

workable. 
 
3.4 The response pointed out that there was much emphasis put in the consultation about 

freedoms for Multi-Academy Trusts, whereas we would have hoped for equal treatment to 
encourage a mixed economy of educational provision to thrive. 

 
3.5 The sub-group supported the DfE exploring further the idea of academic year funding for 

maintained schools. 
 
4 Recommendations. 
 
4.1 This is an information item, as the response has been submitted, but Schools Forum is 

invited to endorse the contents. 
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Appendix 1 

Final Lambeth response submitted to DfE (23rd Sept 2021) on NFF consultation paper of 8th July 2021 (Agreed by Schools Forum Sub-

Group 22nd Sept 2021) 

DfE consultation question Final response submitted 

Question 1: Do you agree that our aim 
should be that the directly applied NFF 
should include all pupil-led and school-led 
funding factors and that all funding distributed 
by the NFF should be allocated to schools on 
the basis of the hard formula, without further 
local adjustment through local formulae? 

Lambeth recognises that the NFF is the direction of travel and we are adapting our plans 
locally to comply.  Nonetheless, there are consequences of a hard NFF that we are 
uncomfortable with.  It represents a further erosion of local influence on funding issues, 
leading to the removal of powers from the Schools Forum.  Imagining that the circumstances 
of all 20,000 mainstream schools in England can be determined in detail by a central body 
may be technically possible, but the subtlety of how schools are configured and the range of 
challenges they face may become amplified with the rigidity of a national formula.  Moreover, 
the ambition for a national funding formula has focussed on the bits that are suited to 
formulaic allocation.  It is no surprise that effectively ring-fencing and applying a formulaic 
allocation for the High Needs Block exposed the pressures that exist there.  Local variability 
in school funding has been partly a consequence of the different arrangements for managing 
high needs across the country.  Compartmentalising the blocks of the DSG is exposing the 
weaknesses in the NFF approach.  Until the whole system is effective in targeting resource 
to where it is needed, the NFF approach cannot be claimed to be a success. 

Question 2: Do you have any comments on 
how we could reform premises funding during 
the transition to the directly applied NFF? 

We recognise that a national arrangement for PFI, split-sites and exceptional circumstances 
will have consequences for individual LAs and schools.   
 
For PFI, it is reasonable to consider what the basis is for including a PFI factor in a funding 
formula.  LAs ought to be able to explain why they are there and justify the need for them.  
Where they represent the affordability gap, the important thing to remember is it is the 
forecast contract end gap that is being quantified.  The profile of costs and contributions will 
vary across the contract term (usually 25 years).  A single year’s surplus / deficit on the PFI 
account is only relevant in terms of how it impacts the cumulative expected position at the 
end of 25 years.  Many school PFI contracts will be nearing the end of their contract terms.  
Perhaps some assessment of the final contract gap and how it is attributed to education / 
other services, might be worth considering.  This might be a way for the NFF to continue to 
roll with the LA’s assessment.  If the LA’s assessment was too generous (ie the final 
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DfE consultation question Final response submitted 

affordability gap was much lower than the LA’s assessment) a clawback from the surplus 
could be considered, or a supplementary payment if the PFI factor was too low.   
 
For split-site factors, Lambeth welcomes the consideration of the contributory costs of 
different split-site configurations.  We fear that the practices and circumstances of individual 
schools will vary enormously.  There are examples of schools in Lambeth where their 
separate premises are separated by a main road, but there is no great distance between 
them. A split-site factor that imposed a minimum distance before qualification would rule out 
those schools, whose day-to-day operating practices would differ little if their premises were 
half a mile further down the road. 
 
Lambeth does not currently have an exceptional circumstances factor, but there have been 
occasions where Schools Forum has been asked to consider particular circumstances (eg 
rental costs) at a school.  Those requests were rejected, but there could be different ones in 
the future.   

Question 3: Do you agree with our proposal 
to use national, standardised criteria to 
allocate all aspects of growth and falling rolls 
funding? 
 

These factors are quite strictly prescribed already, so there is probably not much difference 
in practical terms.  We refer back to our points about the erosion of local decision-making to 
consider how best to manage local circumstances. We take issue with the ability of 
academies to access non-basic need growth funding, yet maintained schools may not; the 
consultation paper uses the word “fair” throughout, yet it gladly proposes differential 
treatment for academies. 

Question 4: Do you have any comments on 
our proposed approach to growth and falling 
rolls funding? 

For growth funding, we already use planned new classes as the basis for increasing pupil 
numbers in the APT.  There is no guarantee that the current approach to funding increases 
in medium super output areas (and ignoring decreases) will produce the amounts necessary 
locally.  So, we welcome the alignment of the cost and funding. 
 
For falling rolls, we accept the approach proposed. 
 

Question 5: Do you agree that, in 2023-24, 
each LA should be required to use each of 
the NFF factors (with the exception of any 
significantly reformed factors) in its local 
formulae? 

Lambeth already does, so we have no issue with this. 
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DfE consultation question Final response submitted 

Question 6: Do you agree that all LA 
formulae, except those that already 
‘mirroring’ the NFF, should be required to 
move closer to the NFF from 2023-24, in 
order to smooth the transition to the hard 
NFF for schools? 

Lambeth Schools Forum had already agreed in December 2020, following consultation with 
all schools, that our approach should be to continue to move the local funding formula factors 
such that they got closer to the NFF.  So, we are already doing this. 

Question 7: Do you agree that LA formulae 
factor values should move 10% closer to the 
NFF, compared with their distance from the 
NFF in 2022-23? If you do not agree, can you 
please explain why? 

We accept that, if a shift is to happen, a minimum amount has to be quantified.  10% of the 
difference amounts to the same sort of sums that Lambeth shifted in the 2021/22 formula, so 
we accept that this is a reasonable amount. 

Question 8: As we would not require LAs to 
move closer to the NFF if their local formulae 
were already very close to the NFF, do you 
have any comments on the appropriate 
threshold level? 

No. 

Question 9: Do you agree that the additional 
flexibility for LAs in the EAL factor, relating to 
how many years a pupil has been in the 
school system, should be removed from 
2023-24? 

Lambeth already uses the EAL3 basis in its formula. 

Question 10: Do you agree that the 
additional flexibilities relating to the sparsity 
factor should remain in place for 2023-24? 

Lambeth does not use the sparsity factor, so has no comments. 

Question 11: are there any comments you 
wish to make on the proposals we have 
made regarding ongoing central school 
services, including on whether in the future 
central school services funding could move to 
LGFS?   

Local authorities continue to have responsibilities for all schools with a patchwork of different 
funding sources.  This includes the Central School Services Block, De-delegated Education 
Functions for maintained schools, Brokerage and Monitoring Grant, Council General Fund 
and any buy-back income generated by selling services to schools.  With the squeezing of 
the Central School Services Block, which purports to pay for functions for all schools, 
including academies, the burden ends up falling on the LA’s General Fund budget.  The LA’s 
statutory duties are spelled out in legislation and ultimately, the LA has no fixed preference 
for which funding stream is best, as long as the funding provided overall is adequate, 
transfers are fair and new burdens are properly funded.  There is a theme running through 
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DfE consultation question Final response submitted 

the NFF document about how valuable Multi-Academy Trusts are, but LA’s influence should 
be curtailed.  That is a consequence of political priorities.  All we ask is that, if we have to 
fulfil roles in statute, we need to be funded appropriately. 

Question 12: Do you agree with the proposal 
for a legacy grant to replace funding for 
unavoidable termination of employment and 
prudential borrowing costs? We will also 
invite further evidence on this at a later stage. 

Lambeth has no historic elements in its Central School Services Block DSG.  It does have 
historic pension costs (ie dating from the period when the cost of early retirements for school 
staff was met through added years, rather than the current practice of commuting the amount 
into a lump sum), but these are funded by the General Fund.   

Question 13: How strongly do you feel that 
we should further investigate the possibility of 
moving maintained schools to being funded 
on an academic year basis? 

Maintained school colleagues in Lambeth were interested in the idea of moving to a 
concurrent academic / financial year.  It is, therefore, worth pursuing. 

Question 14: Are there any advantages or 
drawbacks to moving maintained schools to 
being funded on an academic year basis that 
you feel we should be aware of? 

Maintained school colleagues in Lambeth believed that it worked in academies and colleges.  
They saw that there might be a drawback of still having to complete financial year-end 
returns for the LA (ie effectively having to do two year-ends).  The LA would worry that its 
statutory reporting would not be changed and it could prove more difficult to get schools to 
prioritise the March year-end in the way they do now, but if the change were purely about the 
funding, not the accounting, this would be less of an issue.  In a period of falling rolls, 
however, maintained schools were attracted to the idea of having a whole year to prepare for 
reduced levels of funding.  At some point in the future, growing pupil numbers will again 
become a feature and having to wait a whole year before getting more money may be less of 
an attraction. 

Question 15: Please provide any information 
that you consider we should take into account 
in assessing the equalities impact of the 
proposals for change. 

Providing favourable treatment for Multi-Academy Trusts may be something to consider from 
an equalities perspective; are you inadvertently supporting some groups over others?  The 
NFF does not currently favour London and Lambeth faces years of minimal / no increases 
per pupil, compounded by falling rolls, in spite of having to provide education to pupils who 
often come from multi-ethnic communities with high levels of deprivation.  It may be a 
political initiative to favour MATs over LAs and to favour not-London over London, but you 
should be considering the equalities impacts of pursuing these political priorities. 

Question 16: Are there any further 
comments that you wish to make about our 
proposed move to complete the reforms to 
the NFF? 

Remember that it is about the system as a whole, not just the part of it that can be 
represented in a big spreadsheet.  If the High Needs Block doesn’t quite work, there is little 
point in taking comfort from the neatness of everything else associated with the NFF.  
Making everything nationally determined infers that there is no local added value, which we 
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DfE consultation question Final response submitted 

may all discover is not true once everything is nationally determined.  A mixed economy of 
educational provision should be encouraged to thrive, rather than to promote MATs as the 
ultimate destination for all.  Incremental change to make these fundamentally important shifts 
is important, but be ready to recognise the limits of a national approach to educational 
funding. 

 


