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Review of Relative Needs and Resources – Children and Young People’s Services (CYPS) formula 

Background 

1. The current CYPS funding formula is based on a multi-level model developed for the 2003/04 
local government finance settlement, and the Review concluded that developing a new 
multi-level model was the most analytically robust technique for a new CYPS formula. This 
would reflect the more detailed approach taken for adult social care, another high risk, 
complex and high-profile area. 
 

2. A multi-level model uses granular data to understand variance in expenditure within an LA 
boundary based on the different characteristics of areas.  It determines the weightings of 
cost drivers and local authority allocations independent of the level of funding a council has 
received in the past. 
 

3. Since data is not readily available to produce a new multi-level model, MHCLG and DfE 
began a procurement exercise and commissioned a research project to develop a new 
model for CYPS. 
 

Person-Based Resources Allocation Approach 

4. Following initial scoping work in Autumn and Winter 2017/18, contractors LG Futures 
identified the preferred option to proceed with a Person-Based Resource Allocation 
approach, using DfE data, rather than a small-area data collection exercise. This is beneficial 
for an area with such high variation and relatively low incidence rates for particular services. 
 

5. A ‘Person-Based Resources Allocation Approach’ (PBRA) uses individual-level data, which is 
possible through a data linkage exercise using existing DfE datasets, including the National 
Pupil Database (NPD) in combination with person-level social care activity. This is combined 
with relative average costs for each service area, based on relative average expenditure data 
combined with information on unit costs from the Loughborough Cost Calculator. 
 

6. A PBRA approach attempts to predict the chances of different children having CSC needs 
using basic socio-demographic characteristics such as age, sex, ethnicity and measures of the 
nature of the community in which they live, for example deprivation. This approach allows, 
in particular, the funding formula to transcend the traditional dependence on 
geographically-aggregated data. 
 

7. A PBRA approach is still predicting demand. Therefore, an authority with lower demand, e.g. 
by their managing it down, will still receive an allocation based on their expected level of 
demand, and this will therefore reward efficiency. 

 

  



Progress to date 

8. To date the research team has obtained, cleaned, edited and analysed the National Pupil 
Database (NPD) used to build the model. This has been supplemented using data directly 
collected from 65 local authorities providing the originating lower super output area (LSOA) 
of children in placements. The full modelling dataset comprises approximately 3.3m 
individuals within approximately 15,000 Lower Super Output Areas (LSOAs). 
 

9. The model construction phase is currently underway and the model will be designed as a 
two-level multilevel model.  At the lower level, individual-level data will be drawn from the 
National Pupil Database and administrative datasets describing the characteristics of very 
local areas, or lower super output areas (LSOAs). Local authority data will be included at the 
upper-level of the model to adjust for key drivers where lower level data is unavailable (such 
as economic activity, health and disability variables). 
 

10. The model is divided into seven ‘expenditure/activity’ service areas, based upon data 
categories readily available nationally and providing a ‘best fit’ between LA aggregate spend 
data and social care activity data. This is a starting point recognising that we do not have 
individual child spend data: 
 
• Child, young people and family support services; 
• Safeguarding (social work assessment, case management review, and commissioning); 
• Residential Care (including education of looked after children); 
• Fostering (including short breaks and education of looked after children); 
• Supporting legal permanence in alternative families (e.g. adoption and special 

guardianship); 
• Care leaver services; and 
• Youth Justice. 

 
11. Initially, the research team will develop a model describing variations in the utilisation of 

services across these seven ‘expenditure/activity’ service areas, although we would expect 
to simplify across categories where correlation within the model is high. 

Next Steps 

12. The research team will initially develop a model describing variations in utilisation of services 
across service areas. The funding formula, describing variations in need, will be based on the 
utilisation model and developed in Spring 2019. To achieve this, inputs to the utilisation 
model will be evaluated to determine whether they both affect demand for services and 
drive need.  This will ensure the formula reflects relative needs rather than relative 
utilisation, since the latter may mask barriers to entry to services. 
 

13. A thorough quality assurance process of data inputs, final model and outputs will be 
completed, with the specification of the final funding formula in summer 2019. 
 


