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1 Purpose of this report

1.1 This report explains the DfE consultation on the proposed technical changes to the High Needs
National Funding Formula for 2022/23 and proposes how Lambeth Schools Forum might wish
to respond.

2 Background

2.1 The Department for Education has issued a consultation paper on proposed technical
amendments to the High Needs National Funding Formula, which would calculate the High
Needs DSG Block for 2022/23 financial year. The consultation is reproduced in Appendix 1.
The full details can be found online at the following link:
https://consult.education.gov.uk/funding-policy-unit/high-needs-nff-proposed-changes/

2.2 The deadline for responses is 24" March 2021.

23 The High Needs Funding formula for Lambeth in 2021/22 is as set out in Table 1.

Table 1: Components of Lambeth High Needs NFF 2021/22

Amount
2021/22
Component Considerations £000m
Basic entitlement £5,628 x 675 pupils in special schools and £3.798m
academies
Historic spend factor Based on S251 Budget 2017/18 £19.485m
Population and proxy A combination of population, FSM, IDACI, £28.447m
factors Bad Health, Disability and Low
Attainment indicators.
Funding floor support Ensuring at least an 8% increase per pupil £0.237m
on 2020/21
AP (pay and pensions) Teachers Pay and Pension Grants for AP £0.118m
are separately identified; for special
schools they are in the basic entitlement.
Import / export Based on £6k up or down, depending on -£0.557m
adjustment the resident LA of the pupils on the Jan
20 census (to be refreshed with Jan 21
when available).
Total £51.527m
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2.4 The DfE intend to make some changes to the historic spend factor and the data used in some
of the proxy factors. For Lambeth, the important point to note about Table 1 is that we are in
receipt of funding floor support. That means that the formula itself would not have given an
8% increase on the 2020/21 allocation and an additional £0.237m was provided to guarantee
that. Of the 149 LAs that receive the DSG, 57 received funding floor support and 92 did not.
Without the funding floor, Lambeth would have seen an increase of 7.7%, rather than 8.0%,
so it is not a major consideration. Nonetheless, the continued existence of a funding floor for
2022/23 that provides a stepped increase would provide some assurance that our strategy of
using a further increase in 2022/23 to get back to a balanced DSG was still viable.

2.5 This is a narrow, technical consultation on the mechanics of the High Needs National Funding
Formula. DfE officials have advised that further consultation on the wider high needs funding
system, that was part of the call for evidence a couple of years ago, may take place in the
coming months.

3 DfE proposals
3.1 The DfE consultation includes 5 issues which are explained in the following section.

a) Historic spend data. The DfE propose to use 2017/18 outturn data, rather than 2017/18
budget data for the historic spend factor. In principle, it is more appropriate to use outturn
data (actual spend), rather than budget data (intended spend). For Lambeth, the 2017/18
budget data represents 0.736% of the national total (£20.0m out of £2,724m), whereas the
outturn data represents 0.731% of the total (£19.5m out of £2,667m). This suggests that
Lambeth would lose around £0.136m from this single change in isolation. The draft response
to the consultation in Appendix 2 proposes that we support the principle of this, even
although it is slightly less beneficial to Lambeth.

b) Historic spend proportion. The DfE note that 44% of the original High Needs formula was
based on the historic funding and this has reduced to 34% in 2021/22. They are considering
increasing this proportion, possibly to something in the region of 40%. For Lambeth, the
proportion of the national formula that we receive for population and proxy factors is 0.655%
(£28.4m out of £4,343m), ie lower than the proportion we receive for historic data (even if we
move to the outurn basis for calculation). This would suggest that any increase in the historic
spend proportion from its current rate would benefit Lambeth. The draft response to the
consultation in Appendix 2 proposes that we support an increase in the formula that is driven
by historic spend.

c) Future arrangements for historic spend. DfE do not wish to be regularly updating funding
allocations to reflect actual spend because they believe, in principle, it produces perverse
incentives. They are interested in how historic spend might be treated in the future. Advice
from London Councils is that 2018/19 outturn data would be better for London than 2017/18,
but it is difficult to pinpoint how this would affect Lambeth specifically.

d) Adjust attainment data. The disruption to Key Stage 2 tests and GCSEs in 2020 and the likely
repeat in 2021, means that a judgement has to be made about how to treat historic
attainment data. Usually, the formula will take the last 5 years attainment data. The DfE
propose to take the previous 5 years, but to repeat the 2019 data for any missing years. In
the circumstances this would appear to be an acceptable proposal. The data provided by the
DfE on their consultation website indicates that Lambeth would benefit from this approach
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for both KS2 and KS4. The draft response to the consultation in Appendix 2 proposes that we
support the proposed change as a solution is necessary.

Effective proxies for SEND and AP in the formula. At heart, the formula is there to provide
LAs with sufficient funding to support high needs pupils. They are reluctant to count EHCP
plans because of the variety of approaches that individual LAs adopt and they also want to
avoid introducing perverse incentives. The funding formula already includes proxy factors:
free school meals, IDACI (income deprivation affecting children index), prior attainment, bad
health indicator and disability living allowance. Schools Forum may have some views on
whether there are other proxies for both SEND and AP that might be used in the future. The
draft response to the consultation in Appendix 2 does not propose any different proxies to
those already in place, but highlights that no perfect set of proxies exists. The acute financial
difficulties being experienced by many LAs may be due to local demographics or local policies,
but it may also be due to insufficient funding in the system overall. The compartmentalisation
of the DSG and the limited scope to shift between blocks is leaving high needs as the place
where financial problems are manifesting themselves, problems that previously might have
been managed as a whole by LAs and schools.

Equalities Impact Assessment. The DfE has set out its Equalities Impact Assessment for these
proposals. Nationally, these are modest technical changes and even at a local level, it is
difficult to see how they would directly affect the circumstances of protected groups.

Conclusions

In total, the technical changes being proposed benefit Lambeth. They are, more importantly,
a set of, what appear to be, reasonable adjustments that operate with the circumstances that
currently exist.

It makes sense that actual spend, rather than budgeted spend is used for the historic spend
factor. While, over time, it makes sense to rely less on historic spending patterns, the
significant budget pressures being experienced by many LAs suggests that the new formula is
not quite getting enough funding in the right place. So, restoring some of the balance with
historic patterns may be the right approach. The lack of attainment data for 2020 and possibly
also 2021 needs a practical solution, which has been put forward.

The more tricky issues are to do with designing a formula that targets resource effectively for
LA’s high needs without looking at the number of EHCPs an LA may have. There will never be
a perfect combination of proxies that can do that job. In the past, LAs would manage their
overall DSG resources overall, but the increased compartmentalisation of the DSG blocks has
made that more difficult. The DfE continue to seek a technical solution to this problem, when
the problem may be irresolvable.

Recommendations.

Schools Forum is invited to endorse the proposed response to the High Needs DSG Funding
Formula 2022/23 consultation (in Appendix 2) and to include any additions or amendments.
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