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	summary OF REPORT:

New arrangements for funding all early years providers have to be introduced by 1 April 2010 and to achieve implementation by this date formal consultation with providers will need to be completed this term. The Forum is being consulted on the proposed content of the consultation document which has been drawn up based on the programme of work undertaken over the last 12 months with the Early Years sub group of the Funding Forum. Key elements to consider incorporating in the formula are incentives to raise and reward quality, and to recognise disadvantage/deprivation issues. The forum may need to be asked for its formal agreement to implement some of the proposals, following the consultation.


1.      Statutory Requirements and Guidance

1.1 All authorities must introduce a single common funding formula for all providers of early years education from April 2010 at the latest. This includes nursery schools and nursery units attached to mainstream schools as well as all Private, Voluntary and Independent providers (PVI). 

1.2 The School Funding Regulations are being amended to bring PVI provider funding under a similar set of rules as maintained schools, whereby DCSF will determine what must be, can be or can’t be included in the funding formula and also what information LAs must make available to providers about their likely budgets in advance of the start of each financial year. 

1.3 There can no longer be different arrangements applying to maintained school nurseries compared to PVI providers, unless there are unavoidable circumstances or criteria that apply which result in significant cost differences. Any factors in a proposed formula resulting in different levels of funding allocations must be based on objective, measurable criteria and then consistently applied to all settings where those criteria apply. 

1.4 DCSF guidance requires LAs to include a factor in their formula for deprivation/disadvantage. This largely stems from data showing that the rate of take-up by families from deprived areas is below average, but obviously also links with under-attainment and the principle of providing additional funding for the extra costs of supporting such pupils in school.

1.5 The guidance strongly recommends  the inclusion of a quality supplement in some form to both encourage recruitment and training, and to recognise the additional costs of attracting and retaining suitably qualified staff in the form of higher salaries.

1.6 LAs have been urged to undertake a provider cost survey on which to base discussions around relative cost factors affecting different provider situations. We have undertaken two surveys – one addressed to all providers following a DCSF model, the second  more highly focussed on a volunteer sample, and undertaken by an independent third party. Those results have already been published and made available to all providers, and provide a basis for the cost model on which the proposals are based. 

 2.
 The Early Years Sub Group Recommendations
2.1 A subgroup of the Schools Funding Forum, comprising representatives from all types of provider across Kent, has been meeting regularly for 12 months to develop recommendations for implementation. The key formula recommendations from the subgroup are:  

a)
a single ‘base rate’ per hour per child that applies to all providers which can then attract supplements to that hourly rate, according to certain criteria. The supplements would be:

 b)
a ‘sessional supplement’ paid to any provider operating on a sessional rather than full day basis. The cost survey confirmed that on average such settings incurred higher costs. The amount of supplement proposed would be based on the survey results, ie £0.20p per hour

c)
a supplement to recognise the employment of an Early Years Professional. Although the employment of an EYP enables providers to reduce their child:adult ratio from 8 to 13, thereby offsetting the higher salary costs, it is proposed to pay a supplement as both an incentive and a reward an implicitly not expect the full pro-rata change in staff ratio. The employment of an EYP is confirmed in a setting’s statutory January return. A supplement rate of £0.30p per hour is proposed

d)
a supplement to recognise the employment of a qualified Teacher under the Teachers terms and conditions. This is mainly to recognise the impact on costs that results from the imposition of the 965 hours less 10% PPA time condition applicable in schools. The formula supplement could be paid to any provider employing a teacher under these conditions, but in practice this is the means by which the difference in costs between the maintained and PVI sector will be recognised. The subgroup found this proposal difficult to comprehend, since a person not employed under teachers’ conditions but on a similar salary costs about half the hourly rate of a teacher. Like QTS, part of the added cost can be offset by a higher child:adult ratio. A supplement rate of £0.90p is proposed

e) A supplement for deprivation/disadvantage. A method similar to that used for the maintained school formula is proposed, based on individual child home postcodes, to produce a setting score. Settings will then be ranked and the top 25% disadvantaged would share the supplement budget pro rata to their rankings. All hours paid to the setting for all children will attract the supplement, which would be based on the previous attendance data, and applied to the following 12 months’ payments. The sub group wanted more frequent recalculations. This supplement is seen more as an incentive to recruit from disadvantaged areas, than as a cost factor. The cost survey showed that costs were lower in areas of disadvantage – thought to be the result of lower rates of pay. The rate of supplement would vary according to the level of disadvange. Rates would cover a range up to around £0.50p per hour.

2.2   These proposals are sufficient to meet DCSF guidance and requirements. Two other significant potential factors were, however, discussed but not fully supported by the subgroup:-  

Quality – Officers supporting the subgroup had proposed a further payment factor to reward quality by reference to Ofsted inspection judgements. It was proposed that a one-off payment would be made to a setting if either an improved Ofsted rating were awarded, or the setting maintained its previous outstanding rating. This was felt to complement the qualification supplement and encourage settings to ensure that the expertise available through training and qualifications was converted into effective practice. The payment could range from £500 to £2500 according to setting size.

Flexibility – DCSF suggest that a flexibility supplement be considered to encourage settings to offer more flexible provision. Officers and the subgroup had some reservations on this proposal. Firstly, because our own survey was telling us that parents were already able to access sufficiently flexible provision for their needs and, secondly the cost survey had not provided compelling evidence that increased flexibility added to costs. It was recommended that this option be kept under review and not introduced initially.

2.3 The other significant topic which we need to consult on is that of counting and payment arrangements. Regulations will require all EY settings to be paid according to actual participation, ie overall hours per week attendance per child, per term, up to the maximum of 12.5 (15 from September 2010)

2.4 Two ways of counting actual participation are suggested –

i) use a snapshot count early in the term – around the third week – as the proxy for actual participation in that whole term. There would be no adjustments for joiners/leavers after that date. 

ii) Seek a return from providers after the end of each term accounting for the total actual hours of participation.

2.5 Payments to PVI providers currently comprise an initial ‘up-front’ payment based on a provider estimate, followed by an adjusting payment after a snapshot count early in the term. The subgroup strongly supported making no change to these arrangements. The current practice of making a further adjusting payment late in the term to take account of movements reported by half-term, would however end under option i) above.

2.6 Payments to maintained schools are currently included as part of the whole school delegated budget, paid in equal monthly instalments. The budget amount is based on a single January snapshot which results in payments to schools for those pupils that do not start at the beginning of September, many of whom attend PVI provision in the autumn and are therefore double-funded. In the current system double funding occurs in maintained schools both with and without nursery units.

2.7 From April 2010 the funding for part-time EY provision in maintained nursery units and nursery schools must be subject to the same termly count arrangements as the PVI sector. Option ii) above would result in the removal of double counting and double funding in the case of maintained nurseries, but not the other maintained schools admitting rising 5s. Option i) would require clarification on the link between our admissions policy and PVI provider payments, and our expectations of providers. 

2.8 It is proposed, therefore, to recommend option i) as this is also seen as the least administratively burdensome for providers and the LA. Option ii) would have the advantage of providing a potentially more accurate count which would also reflect pupil movements between PVI and maintained during periods of phased admissions. Providers would, however, have to wait until the following term for their payments to be adjusted to reflect the count. The LA would still want to receive an earlier return anyway to ensure interim payments were not paid to providers who were no longer operating or had no free entitlement children.

2.9 Kent has one nursery school. The unique nature of its organisation and the statutory requirements applying to it mean that the formula described above will not alone deliver sufficient funding to enable it to continue. This is largely because of requirements placed on a maintained nursery school such as having to have a headteacher on a specific pay scale, the consequential requirements of governance arrangements etc. The same formula as for other providers will work adequately to cover most costs. It is proposed to add a single lump sum supplement which will then cover the specific non-standard unavoidable additional costs.  

3.
Budget and Impact 

3.1
As we are operating within a finite budget for EY payments, the move from a single universal payment rate to the introduction of supplements for some providers and not others would result in winners and losers, unless there is a real terms budget increase made available sufficient to cover the cost of all the supplements.

3.2
The current total spend on Early Years provision – PVI and maintained nurseries is £36m, with a rate per hour paid to PVI settings of £3.76. If a zero cash increase were applied to the budget for next year, a new lower base rate of around £3.55 would be required. Only settings qualifying for a range of supplements would receive the same  rate or more than the current payment rate of £3.76 per hour. Very approximately the position would be:-

No of settings receiving the base rate only of £3.55

 350

No of settings receiving the sessional supplement 20p

 330

No of settings receiving EYPS supplement of 30p

 162

No of settings receiving the QTS supplement  90p

   67

No of settings receiving the deprivation supplement 30p(ave)  150

n.b. some settings would qualify for more than one supplement

3.3 In order to set a range of supplement values as suggested above (which are evidenced as reasonable by the cost survey model) and to set a minimum base rate of £3.76 in order that no PVI setting was paid at a lower hourly rate than currently (£3.76), an increased spending level of £1.9m is required (5%)

The provisional allocation for Early Years pay/price pressures within the draft MTP proposals for 2010-11, when added to the current budget, is sufficient to deliver these proposals, including a minimum base rate of £3.76. This would ensure that no PVI setting is paid a lower rate than in the current year. If confirmed, we will have delivered the 3 year promise of increasing funding by 4% per annum, and are investing in line with manifesto pledge. 

3.4
Maintained nurseries currently receive £4.42 per hour (equivalent) via the Age-weighted Pupil Unit (AWPU) in the main school formula. Eligible nurseries also receive a share of the maintained school deprivation formula and some other minor allocations that are determined by pupil numbers. From next April, because of the enforced changes in the approach to counting hours, there will be formula winners and losers within this sector – mainly losers. Maintained nurseries currently in receipt of deprivation allowances will tend to lose more that those not in receipt of deprivation allowances. 

3.5
Most of the impact of moving from the AWPU rate to the hourly rate will be offset by the Qualified Teacher and sessional supplements, meaning that all maintained nurseries would receive at least £4.65 per hour before deprivation. It is proposed that transitional protection payments are made for one year in 2010-11 to offset losses arising from the deprivation change. Schools have already been told to expect changes resulting from the changes in the method of counting.

3.6
It is proposed to seek the Funding Forum’s agreement to exempt maintained schools with nursery units from the national MFG calculation requirements so that we can agree local arrangements for protecting budgets, as necessary, that more closely relate to our local changes.

4.
Consultation arrangements and Implementation

4.1
Dates have already been publicised for a series of consultation workshops to be held around Kent in November, offering consultees a range of venues and times of day.

4.2 The consultation period will run from 12th October to 27th November. The formal responses as well as key points arising at workshops will be reported to the funding Forum and SMT in late November/early December.

4.3 Final budget and formula decisions will be confirmed by members following the confirmation of child and pupil counts in January, and settings will receive indicative budget allocations in March.

4.4 A further report will be brought to the Forum following the end of the consultation period. That report will summarise the responses received, and where necessary, seek the Forum’s agreement to proceed with the proposed implementation changes.

recommendations 

The Forum is asked for its comments on the proposed content of the consultation paper, and in particular the following elements within it:-

i)
the supplements to the base rate listed in 
2.1 a) to e) 

ii)
the relative values of those supplements 

iii) The issue of including a quality supplement of between £500 and £2500 per setting according to size, based on the three year cycle of Ofsted judgements (para 2.2)

iv) the proposal to count participation on the basis of a single snapshot three time per year

v) the impact on maintained primary schools with nursery units and the proposal for a one year transitional protection payment

vi) the approach to be taken to the Northfleet Nursery School – an additional lump sum payment.

The Forum is also asked to note the need to review/clarify the policy on admission to reception and its relationship with counting/funding EY payable hours

