CHILDREN'S SERVICES

London Borough of Southwark
Changes to the Delivery and Funding of the Free Early Education Entitlement
Consultation Document (November 2009)
A. BACKGROUND
Introduction

1. All children in England and Wales are currently entitled to 12.5 hours of free nursery education,
38 weeks a year, from the term after their third birthday until they reach statutory school age
(the first term following their fifth birthday). This is referred to in the Department for Children,
Schools and Families (DCSF) guidance as the Free Early Education Entitlement Offer,
previously known as the Minimum Free Entitlement. Parents may choose, subject to
availability, to take this up in a maintained school or in a non-maintained early years setting,
such as a private, voluntary or independent sector nursery.

2. The Government is changing the regulations regarding funding and provision of the Free Early
Education Entitlement (FEEE) in England and Wales. In line with this local authorities are
required to:

a. fund nursery education on the basis of actual children accessing provision, rather than
on the basis of number of places (from April 2010);

b. develop a common and transparent Early Years Single Funding Formula for nursery
education that applies across maintained schools and non-maintained early years
settings (from April 2010);

c. extend the Free Early Education Entitlement from 12.5 to 15 hours a week (from
September 2010);

d. ensure that the Free Early Education Entitlement is delivered in a flexible manner that
as far as practicable responds to parents’ choices (from September 2010).

3. This paper sets out proposals for the implementation of these requirements, and invites the
views of all stakeholders. A consultation response form is attached at the end of this document.

Process for developing options

4. A FEEE Steering Group has been established as a consultative body with representatives from
the Schools Forum (including a Governor, Nursery School Head and Primary School Head),
private and voluntary sector settings, parents, childminders and Council officers. It is chaired by
Mike Smith, Assistant Director of Children’s Services (0-5 and Community).

5. Progress on developing proposals has been reported to the Schools Forum at its meetings in
September 2008, June 2009, and October 2009.

6. Officers have explored options through the FEEE Steering Group, with the views of the
stakeholders having a key role in shaping the final proposals. However, the proposals set out in
this consultation document have been drawn up by officers of the council taking account of
both the views of the steering group and the guidance offered by DCSF.
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Current funding of early education in Southwark

7. A range of early years settings are currently funded to provide free early education in
Southwark, including:

a. Maintained Schools:
i. Nursery Schools
i. Primary Schools (Nursery Classes)

b. Non-maintained Settings
i. Private sector setlings
i. Voluntary sector settings
iii. Independent schools
iv. Council, College and NHS-Managed settings

8. Funding for the FEEE is provided fo the Local Authority through a government funding
mechanism known as the Dedicated Schools Grant (DSG). In Southwark, total FEEE
expenditure budgeted for within the DSG in 2009-10 is as follows:

Sector Total Funding
2009-10

Maintained Nursery Schools £3,536,000

Maintained Primary Schools (nursery element only) £7,184,000

Non-maintained Early Years Settings (including PVI £3,690,919

and Council-managed provision)

Total £14,410,919

B. PARTICIPATION-BASED FUNDING

9. Since the introduction of the universal free entitlement to early learning in April 2004, non-
maintained settings have been funded on the basis of participation (i.e. actual numbers of
eligible children attending), determined on the basis of a termly headcount.

10. Maintained schools, on the other hand, have been funded for their nursery provision on the
basis of the number of places provided — regardless of the actual numbers of children
attending. The DCSF requires that from April 2010 nursery places in maintained schools must
be funded on the basis of participation, with numbers determined via a termly headcount.

11. Southwark is proposing:

a. To impiemen't participation-based funding for maintained schools from April 2010 (i.e.
from the start of the summer term), as required by DCSF;

b. To continue to fund non-maintained settings on the basis of participation.

c. To determine the numbers of children attending settings via a data count on the census
day each term: the third Thursday in January, third Thursday in May and first Thursday
in October. Settings will be asked to record for each child on the register on census
day the number of free early education hours provided during that week.



d. To inform settings of indicative funding allocations for the financial year starting 1 April
by the preceding 28 February. The indicative allocations will be based on the preceding
January, May and October counts.

e. To provide maintained schools with a termly statement comparing the indicative funding
for that term with the actual funding due based on participation, and fo reconcile the
difference on an annual basis in arrears during the Spring term.

f. To fund non-maintained settings, as at present, through termly payments based on
numbers of children.

C. THE EARLY YEARS SINGLE FUNDING FORMULA

Cost analysis

12.

13.

14.

15.

In developing proposals for its Early Years Single Funding Formula, officers have analysed the
current costs of provision. It is evident that there are significant differences in the costs of
different sectors due to factors such as:

Level of qualifications required,
Staff ratios in respective settings;
National pay conditions;

National pension schemes;
Management requirements,

Size of selting;

Other differential costs.

@ pa0 T

Under the current arrangements the funding varies for the three principal types of setting.
Costs across the PV! sector vary greatly not least because of the mixture of tenancy
arrangements seen across the borough. The most reliable indicator of actual cost across this
sector is the average fee rate. Using the current notified fee rate and the current service offer
amongst registered providers, the median fee charged by PVI settings for children aged 3 and
4 is £3.62. This compares with an hourly rate paid to PV1 settings of £3.73 an hour.

The most reliable indicator of cost across the maintained sector is to take current age weighted
pupil funding as this is broadly compiled on the basis of the actual costs of service delivery.
These provide hourly costs of £3.36 for nursery classes in primary schools and £6.43 for
nursery schools.

As in other Local Authorities, the cost of nursery schools is significantly higher than for other
settings. This is principally because they have proportionately higher fixed costs such as a
headteacher on national pay scales. The DCSF has advised Local Authorities that they must
safeguard the future of nursery schools through the EYSFF process.

Formula Proposais

16.

it is proposed that the Early Years Single Funding Formula should comprise the following
factors:

a. Basic hourly rate.
b. Social deprivation supplement.
c. Staff qualification supplement.



a, Basic Hourly Rates

17. It is proposed that separate basic hourly rates should be set for the three main categories of
settings to reflect their differential costs, and that these basic hourly rates should be based on
the current hourly rates as identified in paragraphs 13 and 14 above.

Type of Setting Current hourly rate
(2009/10)

Non-maintained (including private, voluntary and
independent settings) £3.73
Maintained primary schools (nursery classes)

£3.36
Maintained nursery schools

£6.43

b. Social Deprivation Supplement

18. The DCSF requires Local Authorities to include a factor within their EYSFF {o provide
enhanced funding to meet the additional needs of children from socially deprived backgrounds
and those with low level special educational needs. In the maintained sector, funding related to
social deprivation is already provided, based on two factors: eligibility for free school meals and
the child’'s postcode matched to the Income Deprivation Affecting Children Index (IDACI).
There is currently no social deprivation funding for PVI settings. The FSM factor is not relevant
for early years settings.

19. 1t is proposed to set a social deprivation hourly supplement of 36p an hour for all settings,
based on the amount currently provided to maintained schools for social deprivation and
children with low level special educational needs. The social deprivation factor will be targeted
at the children living in the 25% most disadvantaged superoutput areas, as ranked by IDACI.

20. The social deprivation factor will be paid to non-maintained settings directly through the
EYSFF. Maintained schools will continue to receive deprivation and low level SEN funding for
nursery age children through their mainstream school funding.

¢. Staff Qualification Supplement

21. It is proposed to introduce a staff qualifications supplement to incentivise the recruitment and
retention of graduate level early years professionals in settings. This will be targeted at non-
maintained settings, as maintained schools are already required to employ teachers and are
funded accordingly.

22. At present short term funding is available to support the additional costs of employing early
years professionals through the Graduate Leader Fund within the Sure Start, Early Years and
Childcare Grant. Therefore, at this stage it is proposed to set the value for this element at zero.
Agreeing this as a formula factor now will enable us to allocate a value at a future point should
this grant no longer be available.



23. The table below provides a summary of the funding proposals outlined in paragraphs 16-22.

24,

25.

Type of Proposed

Setting Basic Social Staff Total Hourly Total Hourly
Hourly Deprivation | Qualification Rate Rate

Rate (25% (75% less
disadvantaged) | disadvantaged)

Non-

maintained | o3 74 36p 0 £4.09 £3.73

Settings

Maintained

Primary

Schools £3.36 36p 0 £3.72 £3.36

(Nursery

Classes)

Maintained

Nursery £6.43 36p 0 £6.79 £6.43

Schools

The council has yet to agree its approach to inflation but the Basic Hourly Rates will be
augmented by the inflation level that is agreed as part of the school budget setting process.
The DCSF has indicated that it will make additional resources available for the implementation
of its proposals for delivery of the FEEE and if this is forthcoming, the values will be amended
accordingly.

It is proposed to review these rates each year as part of the Council’'s budget setting process.

D. EXTENSION OF FREE EARLY ENTITLEMENT AND FLEXIBILITY

26.

27.

28.

The DCSF is extending the Free Early Education Entitlement from 12.5 to 15 hours a week by
September 2010. In Southwark, approximately 25% of children already receive at least 15
hours of free early education a week, and we intend to extend this to the remainder of 3 and 4
year olds during 2010-11.

The majority of non-maintained settings already provide more than 15 hours of early education
and childcare a week; in many cases parents pay for additional hours over and above the 12.5
free hours. On this basis, we believe that many settings will find it relatively straightiorward to
extend the number of free hours, providing additional funding is available. It is therefore
proposed that all non-maintained settings will be funded to provide up to 15 hours of free early
education from April 2010, i.e. from the start of the summer term, one term ahead of the
statutory requirement.

Maintained schools currently provide a mixture of part time places (12.5 hours a week) and full
time places (30 hours a week). Southwark will be providing advice and support to enable
schools to extend their part time offer to 15 hours per week, but we recognise that there may
be some cases where schools cannot do so before September 2010 because it involves a
change in the organisation of the school day mid-way through the year. In order that schools
who demonstrate that they cannot make the necessary arrangements to increase from 12.5




hours to 15 hours by April 2010 are not financially penalised for this during the 2010 summer
term, it is proposed that arrangements are made for schools to request funding for part time
places on the basis of 15 hours for the Summer term. From September 2010, all maintained
and non-maintained settings will be funded on the basis of actual hours provided.

Full time and part time places

29.

30.

31

32.

33.

Maintained primary schools and nursery schools in Southwark currently have the option of
offering full school day nursery places as well as part time places. Some schools only offer part
time places, some only full time and some a mixture of both. There are no agreed criteria
across Southwark for the allocation of full time places.

The FEEE Steering Group recommended that Southwark should continue to provide free full
time places in nursery provision, but that these should be allocated according to common
criteria to ensure that full time places are targeted at the children most likely to benefit from the
additional hours of education. There was also suppoert for the principle that these full time
places should be distributed across non-maintained as well maintained settings.

There are a number of policy factors which may impact on the future of full time places. Most
pressingly, the Government is currently consulting on proposals that from September 2011 all
children should be able to start in reception classes in the September after they turn four, but
that if parents do not wish them to start school they should be able to receive full time funding
at this age in a non-maintained sefting.

In this context no change is proposed for 2010-11 to the existing policy of schools using local
discretion to allocate their quota of full time and part time places. Funding will be allocated on
the same basis as the funding for the free entitiement hours, namely pupil participation up to 30
hours for a full time pupil in a maintained school. -

This policy will need to be reviewed once the national policy direction in respect of entry to
reception classes is confirmed.

Flexibility

34.

The DCSF requires Local Authorities to ensure that a range of flexible options are available for
parents in accessing the FEEE. For instance, parents may wish their children to access 15
hours of early education over three days rather than five half day sessions. Southwark will
encourage and support settings to be as flexible as they are able, but there is no requirement
that all settings must provide a flexible offer. Southwark will consider building financiai
incentives for flexibility into future versions of the EYSFF if evidence emerges of significant
unmet demand for flexibility.

E. IMPACT ASSESSMENT

35.

36,

37.

Appendix 2 includes an assessment of the impact of implementing the EYSFF on funding for
individual settings, assuming a similar level of participation to the present pattern.

Non-maintained settings would generally benéefit financially from the new EYSFF in 2010-11,
through accessing additional funding for social deprivation.

Many maintained settings would however be at risk of a reduction in funding, chiefly where
schools have historically had unfilled places which would not be funded through the
participation mechanism.



F. TRANSITIONAL ARRANGEMENTS

38. To ameliorate the impact of the transition to the EYSFF and participation-based funding, it is
proposed that funding allocations are adjusted so that in 2010-11 no maintained school will
fose more than 5% compared with their 2009-10 budget. The impact of applying this
transitional measure is also set out in Appendix Two.

39. No schools will be funded for more than the agreed number of full time equivalent places for
which they have received funding in 2009-10.

40. Any savings in funding to maintained primary schools for early education arising from
implementing the EYSFF will be held as a contingency to take into account potential increases
in the numbers of children accessing provision. It should be noted that if ali schools were to fill
all their places, there would be no reduction in funding, and any increase in numbers of
children in non-maintained settings would require additional resources over and above those
allocated in 2009-10.



Appendix One: The Policy Context

1.

National guidance

The key national guidance is Implementing an Early Years Single Funding Formula:
Practice guidance (DCSF, July 2009). This document sets out the Government's
expectations for the Early Years Single Funding Formula (EYSFF) and provides guidance
on how the formulae should be designed and implemented. It is available here:

http://www.dcsf.gov.uk/everychildmatters/resources-and-practice/IG00611/

Single Funding Formula for Maintained Nursery Schools

On the 28 October 2009, Dawn Primorolo, Minister for Children, wrote to local authorities
regarding the funding of maintained nursery schools through the EYSFF. She stressed that
the implementation of the EYSFF should not threaten the viability of nursery schools, and
that where appropriate their higher operating costs should be recognised. The letter is
available here:

http://www.dcsf.gov.uk/everychildmatters/earlyyears/fundingreform/fundingreform/

Legislation

The Apprenticeships, Schools, Children and Learners Bill, currently going through
parliament, proposed changes to the legal framework for the funding of the free entitlement
for 3 and 4 year olds. At present, maintained settings are funded from the Individual
Schools Budget, and PVI settings are funded from the Centrally Retained part of the
Schools Budget. Following passage of the Bill, both maintained settings and PVI settings
will be funded from the Individual Schools Budget. In addition, relevant parts of the School
Finance Regulations will apply to the PVI funding.
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