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1.  Purpose of this Report  

 
The purpose of this report is to update the Schools Forum on the outcome 
of the consultation on National Schools Funding Formula and to consider a 
second consultation that was issued at the same time.  

 
2.  Recommendations 
 

 That the Forum note the position for Lewisham and ask officers to 
draft a borough response to the second consultation. 

 
 

3. Funding Consultation 
 
The Department for Education issued on the 14 December 2016 their 
response to the national school funding reform consultation that took place 
in Spring 2016. Sitting alongside the response is a further consultation 
which runs to the 22 March 2017. This gives greater details of the impact 
of the national funding formula for the Schools Block and the High Needs 
Block for both local authorities and schools. 
 
The impact is less severe than the worst case scenario in the first 
consultation due to: 
 
1. The introduction of at least £200m of additional funding nationally in 

2018/19 and 2019/20 to limit the impact on ‘losers’. 
2. The inclusion of a 3 per cent funding floor. 
3. Additional funding for high needs, ensuring that no LA loses high 

needs funding as a result of the new formula 
 
However Lewisham is one of the biggest losers and considered alongside 
the increased cost pressures set out in 8 below, the impact is very 
significant. 

 
The full implementation date is set for April 2018 where individual schools 
funding will be delivered by national funding rates. 
 

3.1 Overall the position in Lewisham is: 
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Total Change 

 

  
£m £m 

 2016/17 
baseline (£m) Schools block 

   
208.764    

 

High needs block 
     
48.652    

 Central school 
services block 

        
1.424    

 

Total 
   
258.841    

 

     Illustrative 
NFF funding 
in first year of 

transition 

Schools block 
   
205.870  

-        
2.89  

-
1.39% 

High needs block 
     
48.652  

               
-    

 Central school 
services block 

        
1.459  

          
0.03  

 

Total 
   
255.981  

-        
2.86  

 

     Illustrative 
NFF if fully 

implemented 
in 2016-17 

Schools block 
   
203.006  

-        
5.76  

-
2.76% 

High needs block 
     
48.652  

               
-    

 Central school 
services block 

        
1.513  

          
0.09  

 

Total 
   
253.171  

-        
5.67  

  
 

3.2 The typical size Lewisham schools will see the following type of reductions 
over the two year period:  
 
 
 
 
 
 
 
 
 
 
 
 

 £’000 
 

Large Secondary  200 

Small Secondary 150 

Large Primary 75 

Medium Primary  50 

Small Primary 30 
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The percentage reduction is standard at the 2.8%. The reduction will be 
split evenly over the next two years starting from April 2018. School by 
school reductions can be seen in Appendix A. 
 

 
3.3 The table below shows the summary position of schools either gaining or 

losing under the proposed national funding formula.  
 

 
 

 
 
 
3.4 The position by Local Authority across London is as follows 
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4. Implementation  

 
The DFE have confirmed that they will move to a ‘soft’ national funding 
formula in 2018-19. This means that although they will use the national 
funding formula (once it has been finalised following this consultation) to 
calculate local authorities’ funding allocations, local authorities will still 
determine individual schools’ funding allocations through their own local 
formula.  
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In essence as Lewisham loses so much funding, all our schools will be on 
the minimum funding guarantee in 2018/19. As Lewisham will not have 
sufficient funding to do otherwise it would seem sensible to introduce the 
national funding formula straight away. Clarification and discussions will be 
held with the DFE and before any decision is made, a report will be 
brought to Forum. 
 
From 2019-20, the national funding formula will be used to calculate the 
vast majority of each individual school’s budget.  How the funding in terms 
of cash will flow between the DFE and schools is unknown.   
 

5. Schools Forums  
 
There is no clear position on Schools Forums, despite proposals to 
distribute funding directly to schools and by-pass Schools Forums 
completely. DfE say that they will consult further on the precise 
arrangements for 2019-20 when the hard national funding formula will be 
implemented. This consultation is likely to include proposals for legislative 
changes and the future role of Schools Forums. London Councils have 
already argued strongly for the retention of Schools Forums as they 
provide local flexibility to be able to respond swiftly to changing 
circumstances. 
 

6. Central services funding block  
 
The DfE is proposing to create a new funding block known as the “Central 
Services funding block” to distribute funding to local authorities to 
discharge their education statutory duties in relation to all local children. It 
mainly covers the retained duties element of the former Education 
Services Grant and the admissions team.  It will be formed from the 
schools block funding that is currently held centrally by local authorities as 
well as the retained duties element of the Education Services Grant (ESG). 
It will be distributed to local authorities on a simple formulaic basis. 
Lewisham gains funding slightly on this but the total block is only £1.5m. 
 

7. High needs Block 
 
The DFE has also published a high needs national funding formula 
consultation on the 14th December, which will run until the 22nd March 
2017. Under DFE proposals there will be no cash losses to local 
authorities as a result of the high needs formula. Clarity will be sought with 
the DFE as to whether this ‘protection’ means no growth will be funded in 
the future.    
 
Appendix B give the details of the calculations.  
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8. Cost pressures in Schools  

 
The Department for Education estimates that mainstream schools will have 
to find savings of £3.0 billion (8.0%) by 2019-20 to counteract cumulative 
cost pressures, such as pay rises and higher employer contributions to 
national insurance and the teachers’ pension scheme. It expects that 
schools will need to make efficiency savings through better procurement 
(estimated savings of £1.3 billion) and by using their staff more efficiently 
(the balance of £1.7 billion). This is broadly in line with local estimates. 
With the national funding formula proposed reductions of 3% for Lewisham 
schools and the cost pressures above, schools will have to find reductions 
of 11% over the next three years. For our largest secondary schools who 
have income of around £10m this will mean savings of £1m. 
 

9. Early Years Funding 
 
The DFE have issued a new funding formula for Early Years providers.  
The overall outcome will be that Nursery schools will see very significant 
reductions in funding, Maintained school nursery classes will see some 
reduction, generally in the region of £9k per class and the private, 
voluntary and independent sector will see increases. 
 
The proposed national funding formula for funding local authorities will 
receive, is made up of: 
 

o 89.5% Pupil numbers 

o 8% KS1 FSM numbers 

o 1.5% EAL numbers 

o 1% DLA numbers 

o There is an area cost adjustment based on general labour market 

costs and rates bills. 

 
Unlike schools funding, early years funding will continue to be distributed 
by Local Authorities through a local formula. The most significant change 
to the local funding formula will be that there must be only one universal 
base hourly rate for all types of providers. Currently this is not the case in 
Lewisham. The rates we have used are: 
 

    £7.70 Nursery schools 
    £4.85/£5.13 Primary schools (dependent upon OFSTED rating) 
    £3.84/£4.67 PVI’s (dependent upon OFSTED rating) 

 
The Schools Forum set up an EYFS Task Group to look at the proposals in 
more details. 
 
Their key recommendations, agreed by the Forum at its last meeting were 
 

o The Universal Base Rate was deferred until April 2018. This 
enables the school rates to be held up at the expense of PVI rates. 
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o Currently additional Nursery hours are allocated to children deemed 

to have social needs. This will be reduced to a third of its current 
provision. Currently 279 children receive this and the budget is 
£900k. In the longer term it will not be permissible for Local 
Authorities to fund additional hours for these type of children.  

 
o The proposals include details of the extra 30 hours implementation 

of childcare from September 2017. This increase will only be 
available to working parents 

 
The response to the Early Years consultation now says it is not permissible 
to allocate additional hours for social need after April 2019.  A further 
report will therefore be brought to the Forum on this. 
 
The government has guaranteed funding to protect nursery schools for the 
life of this parliament. Within the settlement the amount of funding for 
Nursery schools’ protection has been reduced by £110k to £479k. The 
previously published allocation was broadly speaking a match for the two 
schools’ losses, so this reduction will impact on schools and is equivalent 
to 6.6% of their 3&4 year old funding. 
 
  

10. Funding task group  
 
The Funding task group was set up to respond to the national fair funding 
consultation. The first meeting is scheduled to be early in February. It is 
worth going ahead with that meeting to discuss a borough response which 
could go from the Mayor but it is unlikely that this will generate much 
change. 
 
  
 
 
 
 
 
 

Dave Richards  

Group Finance Manager – Children and Young People 

Contact on 020 8314 9442 or by e-mail at dave.richards@lewisham.gov.uk 
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