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Background

This consultation document sets out the Government’s proposals for the distribution of school funding from April 2011. It outlines the principles which underpin the new funding system along with specific proposals on the formula for allocating the Dedicated Schools Grant (DSG). It also sets out a proposal that specific grants, including the Ethnic Minority Achievement Grant (EMAG) should be ‘mainstreamed’ into the DSG and EMA funding replaced by Additional Educational Needs funding. 

The consultation ends on 7th June 2010

The funding proposals are built on the following principles: 

· that funding must support schools to prepare all children for adult life and help schools narrow the gaps in achievement that exist, particularly between deprived and non-deprived pupils

· that the formula should reflect that different pupils need different levels of support and that different areas will have different cost pressures

· that needs in individual schools are best assessed at the local level

· that funding reflects the Government’s priority to support deprived pupils to raise achievement 

· that funding to support schools to meet the needs of deprived children is clearly identified

The DSG will, as now, be distributed to schools via local authorities using local formulae decided on by Schools Forums. 

The proposed DSG formula includes 5 elements:

1. Basic Entitlement – a basic ‘per pupil’ amount. In contrast to previous funding, this would no longer include any reflection of the cost of additional needs, which in previous formulas included a ‘social indicator’ and an ‘EAL and ethnicity indicator’

2. Additional Educational Needs (AEN) – this funding element is said to reflect that some children need additional support and ‘in particular, that children from deprived backgrounds are less likely to achieve than their more advantaged peers and need additional support to help them achieve their potential’. Funding for EAL learners and those from specific ethnic minority groups is included in this section of the proposed formula

3. High Cost Pupils (HCP) – this funding element is to recognise the cost of pupils with very specific needs, mainly those with Special Educational Needs (SEN). This uses the same categories as AEN but a much lower incidence but a higher per need amount

4. Sparsity – a funding factor to recognise the high costs of maintaining small schools in sparsely populated areas

5. Area Cost Adjustment (ACA) – a factor to recognise the variation in staffing costs across the country

The proposed Additional Educational Needs block is intended to ensure that the funding system ‘supports schools and local authorities to raise the educational achievement of all children and young people. Central to this is the aim to narrow the gap in educational achievement between all children and those from low income and disadvantaged backgrounds’. 

The details of the proposals have been informed by work commissioned from PricewaterhouseCoopers (PwC). PwC surveyed a number of schools to identify the different types of additional needs which pupils have and the measurable factors that correlated most strongly with those needs. As part of this work it developed the following framework which shows type of AEN and national incidence. 

	
	Early Years

Settings
	R to Y6
	Y7 to Y11



	Behavioural, Emotional and Social Interaction
	9% 


	9%
	21%

	Home Environment 
	42% 
	42% 
	26%

	Cognition and Learning 
	22% 
	22% 
	29%

	Communication and Interaction 
	9% 
	9% 
	6%

	Sensory and Physical 
	2% 
	2% 
	3%

	English as an Additional Language 
	15% 
	15% 
	12%

	Other 
	2% 
	2% 
	3%

	Total (ignoring rounding) 
	100% 
	100% 
	100%


Having established a level of incidence nationally, the consultation then outlines the proposed indicators for AEN which could be used to decide local authority allocations. The proposed indicators are outlined below

	AEN Type
	%age of all AEN
	Distribution indicator
	Details 

	Behavioural, Emotional and Social Interaction
	13.3%
	Deprivation
	5 alternative options including FSM 

	Home Environment 
	36.2%
	Deprivation
	5 alternative options including FSM

	Cognition and Learning 


	24.6%
	Under performing groups
	FSM, Black Caribbean, White/Black Caribbean, Black African, White/Black African,  Black Other, Pakistani, White Other,  Gypsy/Roma and Irish Travellers

	Communication and Interaction 
	7.9%
	Flat rate per pupil
	

	Sensory and Physical 
	2.2%
	Flat rate per pupil 
	

	English as an Additional Language 
	13.5%
	English as an additional language 
	EAL pupils as recorded on school census

	Other 
	2.2%
	Flat rate per pupil
	


Overall AEN funding will be distributed according to the above percentages. So for example, nationally for each million of AEN funding, £135,000 will be distributed via the EAL indicator, £246,000 by ‘underperforming groups’, £495,000 by deprivation and £123,000 by pupil numbers. Local allocations will be based on local data.

The EMA Grant 

Currently 4.5 billion is allocated to schools through specific grants which include: School Development Grant; School Standards Grant; School Standards Grant (Personalisation); School Lunch Grant,  Ethnic Minority Achievement Grant, Extension of Early Years Free Entitlement and Extended Schools – Sustainability and Subsidy. EMAG accounts for over £200 million and has for some years been distributed on a needs based formula basis. This formula uses the numbers of pupils whose first language is other than English and numbers of pupils from minority ethnic groups who are underachieving at national level (pupils of Black Caribbean, Black African, Black Other, Pakistani, Bangladeshi, Gypsy, Roma and Traveller and the following mixed heritage groups; mixed White and Black Caribbean and mixed White and Black African). The calculation only counts pupils who are both bilingual and from an underachieving group once. Finally the formula is weighted for free school meals. 

Local authorities receive a minimum allocation of £35,000. The grant is ring fenced which means that monies can only be used ‘to allow LA strategic managers and schools to bring about whole school change in narrowing achievement gaps for Black and minority ethnic pupils which in turn ensures equality of outcomes;  and to cover some of the costs of the additional support to meet the specific needs of bilingual learners and underachieving pupils’.
Local authorities may retain up to a maximum of 15% of their allocation or £150,000, whichever is the greater, to deliver central services and direct pupil support. Whilst schools are free to determine their own priorities between pupil support and whole school strategies, the government expects the amount retained by local authorities to be used to: develop effective school improvement strategies to monitor the use of the grant; and to ensure schools have mechanisms in place for measuring EMAG’s impact on pupil attainment.

Local authorities currently decide the distribution of funding to schools using a locally determined, needs-based, fair and transparent formula. The local formula should reflect the numbers of bilingual learners and Black and minority ethnic pupils who are underachieving in schools. 

The EMA Grant proposals

Under the proposals, the EMA grant will be gradually eliminated in its current form. As part of the consultation, the DSCF notes that the EMA grant 

‘has been an important grant in helping narrow the achievement gaps for Black and Minority Ethnic groups and in supporting the needs of pupils for whom English is an Additional Language (EAL). These purposes will remain but, under these proposals, schools will have additional freedom to use the funding to target narrowing achievement gaps for any other under-performing pupil groups. Local authoirites should also be able to retain a portion of this funding to run a centralised service to support schools in narrowing achievement gaps for under-performing pupils and meeting the specific needs of bilingual learners, where they consider that is more practical than delegating all the funding to schools. We will ensure that the total of funding distributed through the formula towards underperforming ethnic groups and pupils with EAL is at least as great as the total of EMAG plus the amount of DSG already notionally distributed on that basis’.
In order to phase the impact of these huge and unwelcome changes, the DCSF is proposing that for 2011-2013 local authorities will be able to make changes to their local DSG formula to include specific grant payments as formula factors. 

