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	Summary
This paper reports on the government’s first stage, of a two stage consultation on Reform to the national funding system for schools. Responses are required by the 25th May.



1. This consultation is about how the Dedicated Schools Grant is distributed nationally, and then how it is allocated to schools. The consultation is the first of two parts. This first part concentrates on principles and there are no detailed proposals on the formulae or mechanics of any future distribution – national or local; these are expected in Part Two which we expect to see over the summer . The full document can be accessed at http://www.education.gov.uk/consultations/index.cfm?action=consultationDetails&consultationId=1756&external=no&menu=1
2. The paper identifies what the government see as the ideal features of a funding system, and what it believes to be the shortcomings of the current system. These are listed in Appendix 1. The questions the consultation poses are listed in Appendix 2.

3. There is much emphasis on transparency and fairness across all types of provision – maintained, academies and free schools.  It would appear that the door is still open to the possibility of local funding decisions and variations, perhaps within a national formula framework, rather than a totally prescriptive single national formula. 
4. We have not yet formulated a KCC response and members are yet to confirm their views, but the LA response is likely to include some of the following views:

· We support a new approach to determining the respective DSG shares of each local authority that takes account of the key differences – rurality, deprivation, local cost variations and special needs;
· The distribution of DSG to schools in an area should remain under LA control, with the Funding Forum having a range of right and powers similar to now;

· The local formula could be restricted according to a set of national parameters; a nation school formula could be used to determine the LA funding shares, and would also provide  benchmark for schools to judge the local formula against;

· Free school meals in a totally inadequate measure for determining the need at school level of deprivation funding and LAs should have the discretion to use other criteria;

· A national school funding formula (used for LA-level distribution) can be a simple one with just a small number of factors; such simplicity is inadequate at local level as achieving the right balance between simplicity and complexity and at the same time achieving fairness requires more local flexibility and tailoring to local needs

· A fair level playing field for the funding of maintained schools, academies and free schools must be based on the same basic funding entitlement, and only adjusted on the basis of an objective and accurate assessment of genuine cost/responsibility differences.

5. Forum members will be sent a copy of the LA’s draft response once it has been agreed, but is asked if there are any key points it would wish to see included in the authority’s response.  The Forum could also decide to formulate its own response, which could be finalised by the Forum Executive before the 25th.
Recommendation
· The forum to consider if there are any key points it would like to see included in the LA response

· The Forum to consider if it wishes the Executive to agree a separate response on behalf of the Forum

APPENDIX 1
DFE’s Ideal System Key Characteristics

It would distribute money in a fair and logical way. Schools in similar circumstances and with similar intakes would receive similar levels of funding. 

It would distribute extra resources towards pupils who need them most. A funding system which targets extra money at deprived children would help schools to provide them with the support to help them reach their potential, and would help improve the attainment of children overall. 

It would be transparent and easy to understand and explain. This would mean that parents would be able to see clearly why their child’s school is funded at a certain level and how much money is being invested in their child’s education. Transparency would also lead to predictability, with schools understanding why they receive the funding levels they do, and how changes to their pupil population would affect their funding. 

It would support a diverse range of school provision. Transparent and fair funding would ensure that all schools operated on a level playing field, be they maintained, Academy or Free School.  

It would provide value for money and ensure proper use of public funds. The system should direct money to where it is needed and spent approapriately. Schools are best placed to make spending decisions.
DfE’s View of Main Flaws in Current System
It is opaque and extremely complex. The amount of funding a school receives is dependent on a series of decisions taken at different levels in the system over a long period of time, and is unlikely to be up to date or reflect the current needs of children in the school. The system is very difficult to explain; in addition to the national complexity, each local authority has a funding formula which is often very detailed. A series of minimum funding guarantees has also locked in previous funding levels for schools that do not reflect current need. It is almost impossible to explain to parents why their children’s education is funded at the level it is. 

It is unfair as it leads to schools with similar intakes receiving very different levels of funding. The current variations cannot be explained by needs, or by local decisions. Schools in very similar circumstances can currently get vastly different levels of funding for no clearly explicable reason. Funding between comparable secondary schools can vary by £1,800 per pupil.
It fails to reflect need accurately. Additional funding relating to additional need varies widely. The amount of additional funding targeted at deprived children varies significantly, due to how deprivation funding is distributed to local authorities and variable local policies on passing it on. The funding system does not respond to changes in needs or pupil characteristics. Some areas are now woefully underfunded compared with how they would be if the system reflected need properly, whereas some areas continue to receive funding to which they should no longer be entitled. 

It does not support the new school system. The methodology for funding Academies was devised at a time when Academies were expected to form only a small proportion of the total number of schools. It is not suitable for a system where the number of Academies is growing rapidly. In particular, it is not possible, under the current system, to deliver transparent and absolutely comparable funding for maintained schools, Academies and Free Schools and this creates perverse incentives in the system.  

APPENDIX 2

CONSULTATION QUESTIONS

1. Do you agree with the stated characteristics of an ideal school funding system? (Section 2)
2. Are there further characteristics the system should have? (Section 2)

3. Do you agree with the analysis of how the current system falls short of these aims? (Section 3)
4. Do you agree with the case for reforming the system?

5. Do you agree that the aim of ensuring all deprived pupils get the same level of funding no matter where they live is the right one? (Section 4)

6. Do you agree the underlying funding formula needs to change to meet this aim more quickly and effectively? 

7. Do you think the school funding system should be based on a purely national formula? Or should there be flexibility for local decisions about funding levels? (Section 5)

8. If so, should that flexibility be limited, and if so how? (Section 5)

9. If there is local flexibility, what should the roles of local authorities, schools and the Schools Forum be in decision making? (Sections 5 and 6)

10. If there is local flexibility for maintained schools, how should Academies and Free Schools be funded? (Section 5)

11. How do you think SEN support services might be funded so that schools, Academies, Free Schools and other education providers have access to high quality SEN support services? (Section 7)

12. How do you think a national banded funding framework for children and young people with SEN or who are disabled could improve the transparency of funding decisions to parents while continuing to allow for local flexibility? (Section 7)

13. How can the different funding arrangements for specialist provision for young people pre-16 and post-16 be aligned more effectively to provide a more consistent approach to support for children and young people with SEN or who are disabled from birth to 25? (Section 7)

14. How successfully has the EYSFF been implemented? How might it be improved? (Section 8)

15. How important is an element of local flexibility in free early education funding? What might alternative approaches look like? (Section 8)

16. How should we identify the total amount of funding for early years and free early education for three year olds and four year olds not in reception from within the overall amount of 3-16 funding? (Section 8)

17. Should the formula include only pupil led factors or also school led fac18. What factors should be included? (Section 9)

18. What factors should be included? (Section 9)
19. What is the right balance between simplicity and complexity? (Section 9)
20. What level of change in budgets per year can schools manage? (Section 10)

21. How much time do schools need to plan for changes in their funding? (Section 10)

22. When is the right time to start moving towards a fair funding formula? (Section 10)
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