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This report provides Board members with an update on Kent County Council’s response to proposed changes to how the free entitlement to early years education for 3 & 4 year olds will be funded. 


1.0 Background 

1.1 The DCSF requires local authorities to review the way in which free entitlement to early learning and care for 3 & 4 year olds is funded. It has issued guidance recommending a staged approach leading to the implementation of a fair and transparent, participation-led, single local formula by April 2010.
1.2 The DCSF has also issued guidance on extending the free entitlement from 12.5 hours to 15 hours. KCC will be required to make the extended offer available to 25% of the most disadvantaged 3 and 4 year olds by September 2009 and to all 3 and 4 year olds by September 2010.

1.3 A project plan, reflecting the staged approach recommended by the DCSF, has been drafted and agreed by both CFE’s SMT and the Schools Funding Forum. 
2.0 Early Years Sub Group
2.1 One of the recommendations of the DCSF is to establish an Early Years Sub Group (EYSG) of the Funding Forum. The EYSG will provide a focus for the views of Early Years providers to be considered in any proposed changes to the way Early Years is funded in Kent. 

2.2 The EYSG will consist of 12 members who, between them, will represent the 12 district areas within Kent and proportionally the different sectors within the county (being 1 maintained, 1 independent, 3 voluntary and 7 private).

2.3 The EYSG will hold its inaugural meeting early on September 23rd during which it will confirm its terms of reference, elect a chairperson and nominate a PVI representative to sit on the main Funding Forum, as well as determining some immediate actions and scheduling further meetings.

3.0 Provider Cost Analysis
3.1 KCC has already undertaken a survey of the costs of the Private, Voluntary and Independent providers. Of 745 PVI providers, 204 (27%) provided responses that could be used to allow the County Council to understand and compare reported actual costs against the funding currently provided to meet the costs of free entitlement.  

3.2 The next stage is to undertake a review of the provider costs, which will include: identifying any significant gaps in the information currently held; analysing the costs of the maintained sector providers; identifying the consistencies and differentials of costs both within and across sectors and settings; validating the cost information to provide an accepted base for developing a single local formula.

4.0 Single Local Formula 
4.1 The single local formula is required to ensure that funding is consistent across all sectors. Specific cost factors e.g. deprivation and quality, may be taken into account as long as they are accounted for fairly and transparently within both maintained and PVI rates. 
4.2 PVI providers are currently funded using a single generic rate, with maintained providers funded through the delegated schools formula. A potential outcome of developing a single local formula is a move to a number of differential rates.

4.3 Initial feedback from local authorities involved in the Formula Development Project or those that have responded early suggests an apparent acceptance that a move to a uniform and consistent method of funding will be at a cost. One shire authority has indicated an additional pressure of £5m per annum.

4.4 KCC will use the provider cost analysis to develop its formula but will have to balance expectations from all sectors against affordability whilst simultaneously ensuring that there remains a sustainable and stable market of provision.

4.5 KCC has over 800 providers, 740 in the PVI sector and 68 in the maintained sector each with a level of anxiety or expectation that needs to be managed. An impact assessment will be undertaken to identify potential winners and losers, which will assist in determining any transitional arrangements that may be required.
5.0 Counting Arrangements
5.1 The new formula will be participation-led and the DCSF therefore requires local authorities to move to a count based on participation, rather than places, by April 2009.
5.2 Changes to the counting arrangements will impact more upon the maintained sector than the PVI sector, with the former currently funded on headcount (based on the schools’ January count) and the latter already providing information, each term, on actual take-up.
5.3 KCC will make changes to the counting arrangements, as required by the DCSF, by April 2009 but will not use the information from the new arrangements, as allowed by the DCSF, until the new formula is in place in April 2010.  
6.0 Recommendations

6.1 The Board is asked to note the contents of this report.
