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Introduction
Since winning the 2015 election the Government’s manifesto pledge to increase the number of EYE hours available for working families from a maximum of 15 per week to a maximum of 30 (38 weeks per year or 1, 140 hours) has become legislation as part of the Childcare Act 2016.

In order to implement the additional hours from September 2017 to Department for Education (DfE) has agreed to review the funding formula for all Council areas in England in order to make funding nationally agreed rather than set at a local level and to address provider concerns that funding rates are too low. This is a change of regulation as since 2009 there was an expectation that each Council set their own formula, all be it through flawed methodology as the formula could only be based on any budget received from the DfE prior to the 2009 change.

On 11th August 2016 the DfE launched their consultation on the changes which runs until 22nd September 2016.             

Recommendation
· That the forum may wish to consider a response to the consultation
· That the schools directly impacted by this change respond individually by the deadline (i.e. those with their own early years provision)
Report
I have already prepared the following summary for colleagues in the Council:

Headlines 

The consultation implies that Bath and North East Somerset Council will receive more money to fund the EYE offer, including the additional 15 hours for some families starting on 1st September 2017.

· The 2 year old rate will rise from £5.07 to £5.43 from the 1st April 2017 which is a 7% increase assuming all funding is passed on.

· The DfE imply to providers in Bath and North East Somerset Council that they will receive £4.06 an hour whereas the Council will receive £4.21 an hour. This 15p is not a consistent differential e.g. South Gloucestershire providers indicative rate is £4.04 whereas the Council will get £4.34, in North Somerset the rate for providers is £4.11 and the funding paid is £4.11.
· DLA has been included as a factor in working out Council’s funding but SEND support funding is expected to continue to be drawn from the High Needs Block.
· Funding formulas should be simplified with Deprivation remaining as a lone additional factor. The Early Years Pupil Premium will continue in a separate funding stream.
· Councils can retain up to 5% of the funding to cover their costs, however there is no indication at this point if this is total funding within the budget or aspects of it, e.g. does the 2 year old budget count, do the extra 15 hours count etc.
· A baseline alteration has been included. This has a big impact on Bath and North East Somerset Council reducing our current core funding rate from £3.94 to £3.62, the second largest reduction in the South West. This reduction is hidden by the rest of the method within the new formula calculation but clearly our providers would be far better off without this change. This has been raised with the DfE.
· Schools Forum have to be consulted and engaged but they do not hold a veto on an EY funding formula resulting from these changes.
Examples of change in 3 and 4 year old funding for providers on current formula in comparison with indicative DfE rate

· Providers on the current base rate £3.58 would receive an increase of 13.5% if paid £4.06 as indicated by DfE. These providers are either typically your put out and pack up pre-school open for a few hours on some days of the week or nurseries in the independent sector not open for at least 38 weeks each year.
· Providers on the higher rate paid to those making a more flexible offer for being open every day for at least 38 weeks, currently £3.68 an hour, will receive a 10.5% increase to £4.06. These are typically the private nurseries and school based nursery provision.

· Providers who receive the flexible rate and employ a graduate lead will currently receive a maximum of £3.83 so their increase will be 6% to the £4.06 indicative rate. Those with the graduate lead typically produce better outcomes for children including narrowing the gap and better outcomes at inspection.

· Providers receiving the maximum rate described in the last bullet and also with a child attracting the deprivation supplement (currently paid to those living in a LSOA identified by IDACI as in the top 20% nationally for deprivation) will receive £4.17 for that child. A £4.06 flat rate is a 2.5% decrease. However deprivation is the one factor that should be paid in a formula as outlined in the consultation. If it is retained at our current rate of 34p an hour and added to the indicative rate their funding would be worth £4.40 an hour, a 5.5% increase. Some of these children may also attract the Early Years Pupil Premium worth and additional 53p on top pushing the hourly rate up to £4.93.
More detail from the consultation
· The total indicative budget for Early Years block in the DSG is £8,673,334 
· This is broken down as follows:
· £6,281,610 to deliver the original 15 hour offer based on the new methodology multiplied by the children on the January 2016 census

· £1,170,254 for the additional 15 hours (September 2017 to March 2018)

· £50,529 for the Early Years Pupil Premium based on the current funding rate of 53p an hour multiplied by the children on the January 2016 census

· £1,170,941 for 2 year old children based on the new funding rate from April 2017 multiplied by the children on the January 2016 census
· All of the above amounts will change even if the methodology is not altered by the consultation due to the January 2017 census numbers.

· The consultation allows Councils to retain up to 5% in order to provide services that enable the delivery of EYE. As previously outlined it is not clear if this can only be retained from the core 15 hour 3 and 4 year old offer or the total budget. The difference is a substantial sum for service delivery.

· It is also not possible to retain a full 5% from the £4.21 received if the rate to be paid is £4.06 with a Deprivation Supplement to be found on top of the basic rate.
· No more than 10.5% of the budget should be used to provide supplements. It is intended that the majority of funding is used to provide a single base rate. Under Bath and North East Somerset Council’s current formula 95% of funding is paid as the base rate and 5% is supplements. Of that 5%, 1% is for deprivation.      
Areas for concern
· The formula has not started from a universal base rate methodology i.e. our research has told us that a typical nursery place for a 3 year old costs, for example, £3.97, which they should have done from the “Cost of Childcare Review.” Instead, in their words “they have looked at the schools National Funding Formula consultation in February (https://consult.education.gov.uk/funding-policy-unit/schools-national-funding-formula) and carried out an exercise to ‘re-baseline’ the four blocks of the DSG for each local authority. This is to ensure that that each block aligns with the pattern of each authority’s spending in 2016-17, rather than how the Government allocated the funding to them.”
· The “Cost of Childcare Review” has been used to identify key drivers of cost variation to help produce a base rate for each Council, but only based on the methodology above. The table below has been used previously for Forum briefings and in this review but the DfE has not taken the opportunity to align spending by starting at single funding point and yet again historical spend has been used to decide funding for children aged 3 and above. 
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Area  Early  Years  Primary  Secondary  Special  Post  16  Alternative  Provision  total  

All  England  7.4%  45.7%  37.9%  6.9%  0.7%  1.3%  100%  

Excluding  London  7.0%  44.6%  38.7%  7.6%  0.9%  1.3%  100%  

South  West  7.0%  44.4%  39.3%  6.4%  1.3%  1.5%  100%  

B&NES  5. 6 %  46.8%  40. 9 %  5. 9 %  0.6%  0. 2 %  100%  

        


· Equitability between proposed funding for 2 year olds and children aged 3 plus in Bath and North East Somerset Council does not align as a result in the flaw in this methodology. For 2 year olds the Council will be able to fund at the joint highest rate in the South West alongside Bristol, South Gloucestershire and North Somerset but for children aged 3 and above the Council is only the 7th best funded in the South West. For providers across all the delivery sectors this should be something they respond to the DfE about.       
· In calculating the funding for the additional 15 hours the DfE have assumed that as it starts in September 2017 it should be 7/12ths of the annual budget with only 80% of families taking up the new offer, and then on average they only take 12 of the 15 hours available to them. If this assumption is incorrect and demand is much stronger who pays for the potential overspend or will the DfE make extra DSG revenue available? 
· Finally, although it is not included in this part of the review, the process for the additional hours will be quite complex, giving administrators at both the provider end and funding end much more work. No extra burdens allocation has been made though.   
Background information
The consultation can be found on this link https://consult.education.gov.uk/early-years-funding/eynff
22nd September 2015 Schools Forum paper introducing the new offer of additional hours for working families and consequent funding reform[image: image2.png]
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		All England

		7.4%

		45.7%

		37.9%

		6.9%

		0.7%

		1.3%

		100%



		Excluding London

		7.0%

		44.6%

		38.7%

		7.6%

		0.9%

		1.3%

		100%



		South West

		7.0%

		44.4%

		39.3%
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		B&NES
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