Manchester City Council
Report for Information

Report to: Children and Young People Scrutiny Committee — 8 December
2021

Subject: School Budgets 2022/23

Report of: Strategic Director of Children and Education Services

Summary

The Dedicated School Grant (DSG) is a ring-fenced grant to support the education of
children across the city. It is divided into 4 blocks, the largest of which is the Schools’
Block element, used to fund individual school budgets in maintained schools and
academies.

DSG arrangements for 2022/23 remain unchanged with the grant continuing to be
allocated to local authorities in four blocks based on a national formula, but Local
Authorities can continue to fund schools on the local formula. Manchester’s Schools
Forum had previously opted to maintain the local funding formula. In the summer the
Government re-confirmed the intention to implement a National Funding Formula
which means that primary and secondary school funding longer term is likely to be
determined by the Department of Education (DfE).

The school budget report normally forms part of suite of budget papers that are
submitted to the Executive in February for approval prior to the financial year they
relate to. In previous years, in consultation with Schools Forum and schools, the
Local Authority made the decision not to change the formula and to maintain the
existing Local Funding Formula (LFF).

This report recommends changing the basis for the funding allocation across
individual primary and secondary school budgets from 2022/23, in order to allow
schools a longer adjustment period before introduction of the direct national funding
formula. The Local Authority has to submit school budgets to Department for
Education by January 2022, giving this requirement the recommendations in the
paper need to be considered by the Executive in advance of the February meeting.

Recommendations

The Local Authority has undertaken a modelling exercise in order to better
understand the potential financial implications of a move to the NFF and in
cconsultation with all schools and through Schools Forum meetings in September
and November 2021 it is recommended a 10% transition to NFF values in 2022/23.
In addition to the NFF factor for Free School Meal (FSM) at the NFF rate, with
larger capping to ensure affordability.



The Committee is invited to review and comment on starting a transition to the
National Funding Formula (NFF) in advance of submission of primary and secondary
budget to the Department for Education in January 2022.

Wards Affected: All

Environmental Impact Assessment - the impact of the issues addressed in this report
on achieving the zero-carbon target for the city

proposals.

The report reflects the fact that the Council has declared a climate emergency by
making carbon reduction a key consideration in the Council’s planning and budget

Manchester Strategy outcomes

Summary of how this report aligns to the OMS

A thriving and sustainable city:
supporting a diverse and
distinctive economy that creates
jobs and opportunities

Effective Children and Education Services are
critical to ensuring our children are afforded
opportunities and supported to connect and
contribute to the city’s sustainability and growth.

A highly skilled city: world class
and home grown talent sustaining
the city’s economic success

Ensuring children and young people are supported
and afforded the opportunity to access and achieve
in the City; empowered and supported by the
delivery of a strong and cohesive system that works
for all children.

A progressive and equitable city:
making a positive contribution by
unlocking the potential of our
communities

Improving education and social care services that
are connected to the wider partnership build the
resilience of children and families needed to
achieve their potential and be integrated into their
communities

A liveable and low carbon city: a
destination of choice to live, visit,
work

Improving outcomes for the children and families
across the City, helps build and develop whole
communities and increases the liability of the City

A connected city: world class
infrastructure and connectivity to
drive growth

Successful services support successful families
who are able to deliver continuing growth in the City

Contact Officers:

Name: Paul Marshall

Position: Strategic Director for Children and Education Services
Telephone: 0161 234 3952

E-mail: p.marshalll@manchester.gov.uk

Name: Amanda Corcoran

Position: Director of Education

Telephone: 0161 234 4314

E-mail: amanda.corcoran@manchester.gov.uk



mailto:p.marshall1@manchester.gov.uk
mailto:a.corcoran@manchester.gov.uk

Name: Reena Kohli

Position: Head of Finance Children, Education and Schools Finance
Telephone: 0161 234 4235
E-mail: reena.kohli@manchester.gov.uk

Background documents (available for public inspection):

The following documents disclose important facts on which the report is based and
have been relied upon in preparing the report. Copies of the background documents
are available up to 4 years after the date of the meeting. If you would like a copy
please contact one of the contact officers above.

None
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Introduction

Dedicated School Grant (DSG) is a ring-fenced grant of which the majority is
used to fund individual schools budgets in maintained schools and academies
in the city, early years nursery entitlement and provision for pupils with high
needs including those with Education Health & Care Plans (EHCPS) in special
schools, special provision and mainstream schools in Manchester and out of
city.

Local authorities receive and manage the DSG within four blocks: schools,
central school services, high needs and early years. A large proportion of it is
delegated directly to schools and other settings to provide the majority of
education services. A small proportion of the DSG is provided for local
authorities to deliver support to schools and education system.

Currently Dedicated School Grant (DSG) is allocated to Local Authorities on a
national formula basis. Once the grant is received, local authorities calculate
funding for individual schools based on different factors in their local formulae
to reflect additional needs in schools' allocations.

In July 2021, the Department for Education (DfE) launched a national
consultation which seeks to develop a funding system whereby DfE directly
funds schools. The DfE plans to move local formulae "progressively closer" to
a National Funding Formula (NFF) direct to primary and secondary schools
starting in 2023/24.

This report considers the implications of moving Manchester’s local funding
formula for primary and secondary schools closer to the national funding
formula.

Background

In Autumn 2017 the DfE announced national changes to the school funding
formula which will eventually see all mainstream school budgets set using a
national funding formula. To date, a ‘soft’ approach has been undertaken
where the funding which local authorities receive is based on the new formula
but there continues to be a degree of local discretion in terms of determining
the funding formula values and factors used within each local authority area,
please see illustration one below.



lllustration one: Current Funding Allocation process and proposed
Direct Funding Allocation process
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In the past few years, in consultation with Schools Forum and schools, the
Local Authority made the decision to maintain the existing Local Funding
Formula (LFF). This afforded schools financial stability whilst preparing for the
eventual move towards the direct National Funding Formula (NFF).

In July 2021, the DfE launched a consultation which seeks to develop a
funding system whereby the DfE directly funds schools. Plans to move local
formulae "progressively closer” to a NFF direct to schools starting 2023/24.
The DfE has confirmed that it does not plan to set a "fixed target date by which
the direct NFF will be fully in place”.

The consultation outlined a plan that would involve requiring Local Authority to
bring each of its local formula factors "at least 10% closer to the NFF factor
value", compared with 2022/23. After an initial 10% movement closer to the
NFF in 2023/24, and subject to the impact of this movement, the aim is to
move at least 15% to the NFF in 2024/25 and at least 20% in 2025/26.
Schools will continue to be protected from cash-term losses in their per-pupil
funding by the Minimum Funding Guarantees (MFGSs), this ensures that
schools receive at least what they did previously on a per pupil basis.

The Local Authority has undertaken a modelling exercise in order to better
understand the potential financial implications of a move to the NFF, whether it
be gradual or immediate. This modelling found that individual schools' budgets
under each model would be protected at nearly the same levels via operation
of the MFG during the transition. Funding under LFF and NFF models would
be similar in the short-term.
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The modelling was provided to Schools Forum in September 2021, and is
replicated in Appendix One. Following the meeting in September 2021, a
consultation was launched with Manchester schools, concluding on the 5"
November 2021.

Consultation results — 44 schools responded to the consultation, which
comprised of two questions in principle: (i) do schools support the LA’s
transition towards the NFF in 2022/23 and (ii) do schools support addition of
the Free School Meals (FSM) factor to the local formula.

i.  Responses to the first question were overall positive, with 37 schools
voting in favor of the proposed transition, stating it would be prudent to
begin a gradual transition, allowing schools a longer adjustment period
and more time to monitor real-term impacts and undertake multi-year
strategic planning. Reduced reliance on the Minimum Funding
Guarantee (MFG) and increased stability for schools were also cited as
reasons for support. 1 school opposed the proposal, raising concerns
that Manchester’s currently generous local formula may be adversely
impacted by the transition. 6 schools voted as “not sure”, primarily
based on not having enough understanding of the budgetary impacts,
with several schools requesting data on their individual budget shares
under the various models.

ii. Responses to the second question were again positive, with 37 schools
voting in favor of the proposal, with the view that the additional FSM
funding would acknowledge the high proportions of FSM children in
Manchester schools and would help support levels of deprivation in the
city. 7 schools were “not sure”, as they felt they did not have enough
information to submit a response, or due to confusion about whether
this FSM funding would be additional to the current FSM ever 6 funding
or would replace it. The LA clarified it to be the former.

To allow schools a longer adjustment period before the introduction of the
direct NFF and based on the data currently available, it is recommended that
the adoption of a 10% transition to NFF values in 2022/23, as well as the
addition of the NFF factor for Free School Meal (FSM) at the NFF rate,
with larger capping to ensure affordability. Under this model, there is
marginally more funding locked into protected budgets; meaning that school
budgets would be protected from big swings year-on-year, and reduces the
risk of reliance on MFG, model 2A in Appendix one. This is in line with
consultation responses from Schools Forum and schools.

Schools Block Funding Settlement 2022/23

In mid-July 2021 the DfE announced the provisional School Funding
Settlement 2022/23. The allocations are notional. Increasing by 3.2% overall,
and by 2.8% per pupil, compared with 2021/22, with the funding floor
allocating at least 2% more in pupil-led funding per pupil. Manchester will
receive the minimum, a 2% increase, which equates to £10m for primary and
secondary schools in the City.
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After the provisional settlement the October spending review announcements
indicated at a national level a core school budget increase of £4.7bn by
2024/25, compared to original 2022/23 plans, this includes £1.6bn in
additional funding for 2022/23 budgets, on top of the year-on-year increase of
£2.4bn already confirmed at spending review 2019. The increase is intended
to help the sector respond to the pressures in overall costs in: national
insurance, high needs, managing Covid and supporting children and young
people to recover from the pandemic. Due to the provisional School Funding
settlement in July this funding will be allocated in 2022/23 for schools and
high needs as a separate grant. It is expected that the details will be provided
to councils mid December 2021.

Recommendations

The Committee is invited to review and comment on the 2022/23 individual
school budgets primary and secondary recommendation of starting a transition
to the NFF. More specifically it is recommended that a 10% transition to NFF
values in 2022/23, as well as the addition of the NFF factor for Free
School Meal (FSM) at the NFF rate, with larger capping to ensure
affordability.



