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What is the Forum being asked to decide? 

1. The Forum is being asked to note the information in the paper and the 
potential implications for the Early Years sector in the future and more 
generally it follows from discussion about pressure on schools budgets at the 
July meeting of the Forum. 

2. This paper is the first of two papers, the second of which will be presented at 
a future meeting and will include specific data collected from Suffolk Private, 
Voluntary and Independent (PVI) early years providers on the costs of 
providing early years places, in a similar way to the paper presented by 
Secondary Heads.  The second paper will also be informed by future 
decisions taken by the DfE. 

Reason for recommendation 

3. No specific recommendation however, Schools Forum is asked to note the 
current government agenda for the Early Years sector and the financial 
implications of these. These issues will need to be considered when looking at 
the resource distribution and budget for 2017/18. 

Alternative options 

4. As there are no recommendations in this paper no alternative options are 
presented. 

Who will be affected by this decision? 

5. As noted above, the Government policies in relation to the Early Years sector 
will have an impact on all early years providers as well as children and 
families. 

6. Should a decision be taken at any point in the future to reallocate funding 
between blocks this would affect schools and/or high needs blocks. 

C 
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Main body of the Report  

Background 

7. This paper sets out the forthcoming pressures facing the early years and 
childcare sector and in particular, the private, voluntary and independent (PVI) 
part of the sector. The pressures stem from national policy changes which the 
letter at annex A from a provider to Nursery World seeks to outline. However, 
concern amongst this sector about business financial viability is not new; it 
has been an issue which has been a high priority for Suffolk to understand 
and address for some time. It may be helpful therefore to consider the 
changes that have already taken place to support the early years sector in 
Suffolk before the current issues are explored.  

8. In summary, DSG Early Years block has been redistributed over a period of 
four years in order to increase the hourly rates for the free entitlement of 15 
hours per week for 38 weeks a year. The key milestones are outlined in table 
1 below and further background information is available in the paper prepared 
for the Resource Allocation Working Group and Value for Money Group in 
November 2014 at annex B. 

Table 1 

Key 
dates 

Strategic changes Overarching outcomes 

2011 Restructure and reduction of 
County Early Years and Childcare 
Service (EYCS) as part of wider 
CYP directorate restructure. 

Reduction in budget 
available for county EYC 
service. 

2013 
January 
and July 

DfE papers published outlining the 
requirement for Local Authorities to 
pass more funding to providers. 

Review of county EYCS 
and Suffolk Early Years 
Single Funding Formula. 

2014 Further restructure and reduction 
of County EYCS in order to pass 
further funding to providers. 

Increase in hourly rates for 
Suffolk EY sector from April 
2014. 

2015 Savings from 2014 EYCS 
restructure released to providers. 

 
Schools Forum advised of 
overspend on free entitlement 
budget for 3 and 4 year olds. 

 

Childcare Bill - Government 
announces 30 hours of free early 
education/childcare for working 
parents from September 2017 

Further increase in hourly 
rates for Suffolk EY sector 
from April 2015. 

Schools Forum agreed 
additional in year funding of 
£500K together with 
additional place funding 
from the DfE of £622K. 

9. As a result of the above changes and in partnership with the Early Years 
Sector, the Early Years and Childcare Service is proud to report that the 
effective use of resources has recently delivered a number of significant 
successes. 
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10. These include: 

 A year on year improvement in the Early Years Foundation Stage Profile 
since 2008 and for the first time, results in 2015 which are better than 
England; 

 89% of PVI providers are offering a Good or Outstanding setting for our 
youngest children; 

 79% of eligible 2 year olds, 91% of 3 year olds and 94% of 4 year olds 
taking up a free place; 

 An increase in the percentage of PVI providers with staff qualified at 
QTS or equivalent. Suffolk compares well at 40% with the East of 
England and all England highest of 46% and 42% respectively. This 
enables providers in Suffolk to claim the higher hourly rate. 

11. These successes are important because it means that more of our youngest 
children are in receipt of a high quality early learning experience and therefore 
much better prepared for school. 

12. There is a wealth of evidence which supports the premise that where 2, 3 and 
4 year olds access high quality early education there can be lasting benefits to 
their social, physical and mental development, including helping them to 
prepare for school. This is particularly relevant for disadvantaged children 
however; the benefits exist for all children. 

13. It is therefore vital to ensure that appropriate resources are available to 
support the continued development and sustainability of high quality places 
for Suffolk’s youngest children, thereby making a lasting impact for each child 
and strategically ‘raising the bar’.  

14. In order to ensure the effective use of resources in the future there is a need 
to know about and understand the issues faced by the early years sector. 

The future 

15. The Early Years sector and in particular the PVI, is currently anxious about 
the future and the impact of forthcoming changes announced by the 
Government in 2015 on their budgets and longer term sustainability. 

16. These include three non-negotiable changes where providers will need to 
bear the costs: 

 The announcement in the 2015 budget that workers over 25 will be entitled 
to the national living wage (NLW) of £7.20 per hour from April 2016. 
Clearly this will have a direct impact on a provider’s on-costs where they 
employ staff over 25 years. There may also be an indirect impact as some 
pay rates may need to increase in order to maintain the pay differentials to 
reflect qualifications. 

It also worth noting that this planned change will not impact the maintained 
sector in quite the same way, this is because the staff in Nursery classes 
are required to hold QTS and are already paid in excess of £7.20 per hour. 
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It is a known fact that the PVI sector as a whole would generally want its 
staff to be paid more and it welcomes the principle of the NLW, but 
unfortunately, what a provider can pay is directly related to their income. 

A provider’s income is in turn, related in part, to the funding it receives 
from the Local Authority for the eligible 2, 3 and 4 year olds in its care. 
(Current rates paid by Suffolk can be seen at table 3 below). 

As a result of the introduction of the NLW there will be additional National 
Insurance (NI) costs for both employers (and employees). 

It should be noted that there will be some support for smaller businesses 
as they will receive a government subsidy by ensuring that a company 
could employ up to 4 people full time on NLW and pay no NI at all. This is 
known as the Employment Allowance. Initially set at £2K it will increase to 
£3K in 2016. 

 The introduction of auto-enrolment contributions, again from April 2016, 
will be a further cost pressure for providers. 

The Childcare Bill 2015 

17. In addition to the above changes, the Government also announced in 2015 
that working parents will be entitled to 30 hours of free childcare from 
September 2017. 

18. The Childcare Bill 2015 is continuing its journey through Parliament and so 
the full detail of this new policy is not yet known.  

19. The most recent development is that 30 hours free childcare for parents will 
be available to those working 16 hours or more, an increase from the initial 
thinking of 8 hours or more. This is likely to reduce the number of additional 
places required in the market but could still impact a setting’s sustainability as 
outlined in table 2 below. 

20. The recent article in Nursery World at annex C provides further insight and 
raises questions on funding the 30 hours. 

21. Table 2 – figures are based on current funding rates and a setting’s fees 
in Suffolk. 

Child in setting for 
25 hours per week 

Total income from local 
authority per week at 
highest rate of £4.24 
per hour 

Total income from 
parent per week at 
Provider hourly 
rate/fee of  £4.98  

Total income 
per week for 
provider 

15 hours free £63.60 £49.80 £113.40 

When up to 30 
hours are free for 
working parents of 
3 and 4 year olds 

£106 £0 £106 =  

Reduction of 
£7.40 
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22. This simple example illustrates the issue causing concern for the PVI sector 
and is based on just one child’s income. It shows the provider will be receiving 
£7.40 less per week for the same child and number of hours taken up. When 
the full impact of the loss of income from parents’ fees is factored in for 
additional children at the setting and across the year it means the setting 
would have a deficit of £8,436.  This could seriously affect a providers 
decision to deliver the additional 15 hours free of charge. If providers are not 
sustainable this will impact Suffolk’s ability to meet its duty to secure sufficient 
places for parents. 

Next Steps in response to these pressures 

23. The Early Years and Childcare Service has supported the Early Years and 
Childcare Consultative Forum (including the 2 Early Years Schools Forum 
representatives) to survey the Suffolk PVI sector about their costs and the 
impact of the increases.  To date, there have been 139 responses including 
60 providers who are willing to provide more detailed information. 

24. There have been a number of additional sector specific policy announcements 
in the Comprehensive Spending Review in November 2015 which also need 
to be noted. 

25. The Government has committed to a consultation on what a national Funding 
Formula for the Early Years sector might look like and it expects to undertake 
this work early in 2016, with a planned implementation in April 2017. 

26. It also announced that national average funding rates will be increased from 
April 2017 as follows: 

 For 3 and 4 year olds from £4.51 per hour currently to £4.88 per hour 
including £0.05p per hour for Early Years Pupil Premium. 

 For eligible 2 year olds the national average hourly rate will be £5.39. 

*Whilst these rates are national averages it has not previously been the case 
that the rates are allocated to Suffolk. 

27. The current rates paid by Suffolk are illustrated below.  
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28. Table 3 

Free entitlement for Maximum of 15 
hours per week over 38 weeks a year 
(total of 570 hours) 

Suffolk rates 
2015/16 and 
2016/17 

National 
average rates 
to be 
increased from 
April 2017* 

Eligible 2 year olds £5.15 per hour £5.39 

All 3 and 4 year olds £4.88 

Band A 

Qualified Teacher Status (QTS) or Early 
Years Professional (EYP) Status or the 
new EYTS  

 

£4.24 per hour  

Band B  
 Qualifications at Level 5/6  

 

£4.13 per hour  

Band C 
Qualifications at Level 4  

 

£3.92 per hour  

Band D 
Qualifications at Level 3  

 

£3.71 per hour  

Band E 
Registered Childminder not qualified at 
Level 3 or above  

 
 

 

£3.50 per hour  

29. Further information on additional payments available for Suffolk providers can 
be found at: 

http://www.suffolklearning.co.uk/suffolklearning_images/users/Early_Years_T
eam_CYP/2015MAYLOPSectionC.pdf 

30. The data from the Provider survey and any national decisions the 
Government takes in relation to a national funding formula and its 
implementation, the actual amounts per hour available for Suffolk from April 
2017 and any further changes to the Childcare Bill 2015 and the likely impact 
on providers will be used to inform the second paper to Schools Forum. 

Conclusions 

31. There are new cost pressures for early years providers from NLW, NI, auto 
enrolment and the provision of 30 hours childcare. When combined with the 
existing pressures this presents a significant financial challenge to the sector 
and in particular for the PVI.  

32. At this stage the financial implications cannot be fully quantified, hence the 
need for a further paper.  

33. If these financial issues are not addressed satisfactorily this could result in 
provider failure, the implications of which are that the local authority would not 
meet its statutory duties to secure sufficient early years places and therefore 
children’s school readiness will be seriously compromised. Clearly this will 
impact on subsequent key stages and it is important that this risk is 
recognised and mitigated. 

http://www.suffolklearning.co.uk/suffolklearning_images/users/Early_Years_Team_CYP/2015MAYLOPSectionC.pdf
http://www.suffolklearning.co.uk/suffolklearning_images/users/Early_Years_Team_CYP/2015MAYLOPSectionC.pdf


7 

Previous Schools Forum papers for further information 

Paper F – Schools Forum 28 June 2013 

http://www.suffolklearning.co.uk/cms/view_folder.asp?rootid=6&depth=5&level1=6&l
evel1id=6&level2=3379&level2id=3379&level3=3381&level3id=3381&level4=3511&l
evel4id=3511&nextlevel=3526&folderid=3526 

Paper C - Schools Forum 18 October 2013 

http://www.suffolklearning.co.uk/cms/view_folder.asp?rootid=6&depth=5&level1=6&l
evel1id=6&level2=3379&level2id=3379&level3=3381&level3id=3381&level4=3511&l
evel4id=3511&nextlevel=3525&folderid=3525 

Paper B - Schools Forum 13 December 2013 

http://www.suffolklearning.co.uk/cms/view_folder.asp?rootid=6&depth=5&level1=6&l
evel1id=6&level2=3379&level2id=3379&level3=3381&level3id=3381&level4=3511&l
evel4id=3511&nextlevel=3524&folderid=3524 

http://www.suffolklearning.co.uk/cms/view_folder.asp?rootid=6&depth=5&level1=6&level1id=6&level2=3379&level2id=3379&level3=3381&level3id=3381&level4=3511&level4id=3511&nextlevel=3526&folderid=3526
http://www.suffolklearning.co.uk/cms/view_folder.asp?rootid=6&depth=5&level1=6&level1id=6&level2=3379&level2id=3379&level3=3381&level3id=3381&level4=3511&level4id=3511&nextlevel=3526&folderid=3526
http://www.suffolklearning.co.uk/cms/view_folder.asp?rootid=6&depth=5&level1=6&level1id=6&level2=3379&level2id=3379&level3=3381&level3id=3381&level4=3511&level4id=3511&nextlevel=3526&folderid=3526
http://www.suffolklearning.co.uk/cms/view_folder.asp?rootid=6&depth=5&level1=6&level1id=6&level2=3379&level2id=3379&level3=3381&level3id=3381&level4=3511&level4id=3511&nextlevel=3525&folderid=3525
http://www.suffolklearning.co.uk/cms/view_folder.asp?rootid=6&depth=5&level1=6&level1id=6&level2=3379&level2id=3379&level3=3381&level3id=3381&level4=3511&level4id=3511&nextlevel=3525&folderid=3525
http://www.suffolklearning.co.uk/cms/view_folder.asp?rootid=6&depth=5&level1=6&level1id=6&level2=3379&level2id=3379&level3=3381&level3id=3381&level4=3511&level4id=3511&nextlevel=3525&folderid=3525
http://www.suffolklearning.co.uk/cms/view_folder.asp?rootid=6&depth=5&level1=6&level1id=6&level2=3379&level2id=3379&level3=3381&level3id=3381&level4=3511&level4id=3511&nextlevel=3524&folderid=3524
http://www.suffolklearning.co.uk/cms/view_folder.asp?rootid=6&depth=5&level1=6&level1id=6&level2=3379&level2id=3379&level3=3381&level3id=3381&level4=3511&level4id=3511&nextlevel=3524&folderid=3524
http://www.suffolklearning.co.uk/cms/view_folder.asp?rootid=6&depth=5&level1=6&level1id=6&level2=3379&level2id=3379&level3=3381&level3id=3381&level4=3511&level4id=3511&nextlevel=3524&folderid=3524
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Early Years and Childcare 

Budget Briefing paper for Resource Allocation Working Group and Value for Money 

Group  

4th and 5th December 2014 respectively 

 

Context 

The local authority has a number of statutory duties under sections 6, 7, 7A, 9A, 12 

and 13 of the Childcare Act 2006. These are set out in the Early education and 

childcare statutory guidance for local authorities, September 2014 published by the 

DfE. 

Specifically the duties are: 

 Section 6, which places a duty on English local authorities to secure sufficient 
childcare for working parents.  

 Section 7 (as substituted by section 1 of the Education Act 2011), which 
places a duty on English local authorities to secure early years provision free 
of charge. Regulations made under section 7 set out the type and amount of 
free provision and the children who benefit from the free provision.  

 Section 7A (as inserted by the Children and Families Act 2014). Regulations 
made under section 7A make provision about how local authorities should 
discharge their duty under section 7.  

 Section 9A (as inserted by the Children and Families Act 2014). Regulations 
made under section 9A limit the requirements local authorities can impose 
when they make arrangements to deliver early education places for two-, 
three- and four-year-olds.  

 Section 12 which places a duty on English local authorities to provide 
information, advice and assistance to parents and prospective parents.  

 Section 13, which places a duty on English local authorities to provide 
information, advice and training to childcare providers.  

 

The Early Years and Childcare Service has specific responsibility for ensuring these 

duties are discharged. 

The importance of high quality early education for 2, 3 and 4 year olds 

There is a wealth of evidence which supports the premise that where 2, 3 and 4 year 

olds access high quality early education there can be lasting benefits to their social, 

physical and mental development, including helping them to prepare for school. This 

is particularly relevant for disadvantaged children however; the benefits exist for all 

children. 

It is therefore vital to ensure that appropriate resources are available to support the 

continued development and sustainability of high quality places for Suffolk’s 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/351592/early_education_and_childcare_statutory_guidance_2014.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/351592/early_education_and_childcare_statutory_guidance_2014.pdf
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youngest children, thereby making a lasting impact for each child and strategically 

‘raising the bar’.  

Background 

In January 2013 the Early Years and Childcare Service embarked on a significant 

piece of work to look into the financial issues faced, in particular, by the private, 

voluntary and independent (PVI), early years and childcare sector. This was with the 

aim of passing more funding to providers (i.e. retaining less within the LA) and in the 

context that no new funding was available from the government. 

At the same time, the government launched the first of two consultation documents 

which included a proposal that local authorities should aim to pass more funding to 

providers. For reference, links to these documents can be found in the Sufficiency 

report embedded below. 

The outcome of both Suffolk’s and the government’s work is outlined in the following 

documents: 

1. The Sufficiency report produced by Graham Lovitt, Consultant to the Early 

Years and Childcare Service. 

Sufficiency Report

 

2. The paper (C, EYSFF SF) presented to and agreed by, Suffolk’s Schools 

Forum on 21st October 2013. 

https://www.schoolsurf.suffolkcc.gov.uk/docs/unrestricted/Consultative_Groups/Schools_Foru

m/2013-10-18_Meeting_Papers/index.aspx 

In summary, the Early Years and Childcare Service identified a sum of £500K in the 

Service’s pay budget (posts held as vacant at the time) which it included in the 

Single Funding Formula and which was paid to providers in an increased hourly rate 

from April 2014. 

Providers also received additional monies which were added to the hourly rate as a 

result of changing procedures for claiming for children with additional needs. The 

processes were thought to be unnecessarily bureaucratic for both the providers 

claiming, and the LA processing them. This approach was also in line with the 

schools funding formula and it was therefore agreed. 

In addition, the Early Years and Childcare Service embarked on a re-structure during 

2014, implementing a more streamlined service from September 2014 to reflect the 

changes required of local authorities by the DfE in the Statutory Guidance July 2013. 

https://www.schoolsurf.suffolkcc.gov.uk/docs/unrestricted/Consultative_Groups/Schools_Forum/2013-10-18_Meeting_Papers/index.aspx
https://www.schoolsurf.suffolkcc.gov.uk/docs/unrestricted/Consultative_Groups/Schools_Forum/2013-10-18_Meeting_Papers/index.aspx
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/269734/early_education_and_childcare_for_local_authorities.pdf
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It was envisaged that these changes would be the beginning of a wider review of 

how the early years and childcare market is funded and supported by the LA in 

future. 

The future for the Early Years and Childcare Sector in Suffolk 

The statutory duties informed the redesign of the Early Years and Childcare service. 
To ensure the LA can meet its statutory duties it is clear that it must continue to have 
a role in developing and shaping the market particularly as the demand for places 
increases. 
The increase in demand is affected in Suffolk by two key drivers: 

1. The widening of the national criteria in September 2014 for eligibility for a 2 
year old place to include approximately 40% of the 2 year old population (DfE 
estimates this to be 2721 in Suffolk) and 

2. The housing developments across our county which require additional places 
for 2, 3 and 4 year olds to be available so that they are all to be able to take 
up their entitlement. 

In addition, service staff and the broader CYP workforce continue to encourage 

families to take up their full 15 hours entitlement. 

This responsibility is complex as it involves understanding the peaks and troughs of 

demand across the year both from a provider’s perspective and a more strategic LA 

perspective. 

The market continues to be affected by the throughput of children over the course of 

the year; for example, the PVI sector expects to have fewer children in their care in 

the autumn term because the majority of 4 year olds will take up their place in 

schools (the maintained sector). This requires the PVI provider to take a robust 

approach to financial planning in order to have sufficient funds to support it until an 

increased number of children and therefore income is available, usually in the spring 

and summer terms. 

This cycle is unlikely to change even with the introduction of free early years and 

childcare places for 40% of two year olds from September 2014. 

Budget issues 

In summary, the allocated budget for the 3 and 4 year old places is not based on the 

actual take up. However, the payments made to providers are based on their actual 

claims i.e. the number of children and the hours they take up in their care. This is a 

statutory requirement. This means that the budget will overspend because it is less 

than the claims from providers. 

Historically, the Suffolk LA budget allocation for 3 and 4 year old places has been 

less than that generated by the January census data which is then used by the DfE 

to calculate the total amount for early years places in Suffolk. 
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This year the budget allocation of £ 16,600,040 is expected to be overspent by 

£500K and it is anticipated that this will continue in future unless sufficient budget is 

allocated at the beginning of the financial year. 

It should be noted that the 3 and 4 year old place budget is separate to the budgets 

used to run the Early Years and Childcare Service. 

There are a number of reasons why the 3 and 4 year old place budget is no longer 

sufficient and will be overspent. 

The early years and childcare market is changing: 

1. Demand has increased – more children are taking up all or more of their 15 

hours. It should be noted this is a positive, given the likely outcomes for 

children, families and the impact on ‘raising the bar’. 

2. The hourly rate has increased as previously described. 

3. More providers are able to claim the highest rate because they hold higher 

qualifications. It should be noted this is a positive as evidence suggests higher 

qualifications have a significant impact on raising standards and therefore 

children’s outcomes. 

This year the over spend on the 3 and 4 year old free entitlement budget can be 

offset by an under spend on the 2 year old budget. This is because the 2 year old 

DfE budget allocation has been based on an estimate of take up, which is currently 

higher than the actual take up. However, going forward (from April 2015) this will not 

be the case, as the 2 year old allocation will be calculated in the same way as the 3 

and 4 year old allocations, i.e. based on take up on census day in January of any 

one year. 

To roll the 3 and 4 year old budget forward from one year to another does not 

therefore take account of the additional costs via the provider claims process which 

as described, is based on actuals. 

Proposal  

In order to avoid a year on year overspend on the 3 and 4 year old free entitlement 

budget and to create a sustainable service which can meet the DfE requirements of 

increased provision and de-centralisation of costs, it is proposed that the place 

budget is increased to a level that reflects the funding allocated by the DfE (based on 

census data). 

This could be achieved by using the census count to inform the Suffolk LA budget 

allocation for 2, 3 and 4 year old place funding.  

This approach would reduce the risk of the budget continuing to overspend in future 

years as a result of actual take up of places being greater than those that are 

funded. 
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