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1.0 Report Summary 
 
1. This report updates Cabinet on recent developments and the response to the 

consultation on the proposed early years single funding formula and seeks 
approval to the revised formula for implementation as a pathfinder in Cheshire 
East from 1st April 2010. 

 
2.0 Decision Requested 
 
2.1 Cabinet is requested to:  
  

(1) Note the response to the consultation on the early years single funding 
formula set out at Appendix 2; and 

(2) approve the early years single funding formula set out at Appendix 3 for 
implementation in Cheshire East as a pathfinder from 1st April 2010. 

 
3.0 Reasons for Recommendations 
 
3.1 All local authorities must implement the early years single funding formula by 

April 2011 at the latest.  In Cheshire East all of the necessary work with 
stakeholders has been carried out and the formula has been revised in 
response to consultation. Cheshire East’s formula is ready to roll out from April 
2010 and it is recommended that the local authority take up the government’s 
offer to become a pathfinder in 2010-11.  There could be cost implications in 
duplication of work and sustaining providers who have reshaped their provision 
in anticipation of the changes if this were delayed by a year. 

 
4.0 Wards Affected 
 
4.1 Early years providers across all wards will be affected. 
 
5.0 Local Ward Members  
 
5.1 All. 
 
6.0 Policy Implications including - Climate change 
                                                              - Health 
 



6.1 One of the aims of the single funding formula is to create greater parity 
between the maintained and private, voluntary and Independent (PVI) sectors 
in the payment systems.  As part of the development of the formula, it has 
become clear that there are some contradictions in the legislation around 
schools being able to charge parents for childcare outside of the free 
entitlement.  DCSF has advised local authorities to develop their own policies in 
this area and the proposal is that Cheshire East develops a policy that will 
enable maintained nurseries to charge and puts them on a ‘level playing field’ 
with the PVI sector. 

 
7.0 Financial Implications for Transition Costs (Authorised by the Borough 

Treasurer) 
 
7.1 None. 
 
8.0 Financial Implications 2009/10 and beyond (Authorised by the Borough 

Treasurer) 
 
8.1    The single funding formula will be funded through the Dedicated Schools Grant. 

In addition, there is an indicative allocation of £1.8m from the Standards Fund 
in 2010/2011 to support the extension of the free entitlement from 12.5 hours to 
15 hours per week.  Based on the 2009/10 budget, officers are working on a 
notional budget for 2010/11 of £9,824,000 (excluding contingency and 
administration costs).   

 
8.2     There are currently 23 maintained1 and 179 private, voluntary and independent 

(PVI) early years providers.  A financial impact assessment of the proposed 
formula on each sector is set out below. 

 
Number of settings 

 
Funding 
variance  
compared to 
2009/10 PVI 
rate of £3.50 
per hour  

£ 

Day 
Nursery 

Main-
tained 

Indep-
endent 

Play 
group 

Total 

% in 
bottom 
30% 

IDACI 
areas 

Loss of >£1k - 6k or more  5   5  

 - 3k to 6k  3  3 6  

 - 1k to 3k 9   11 20  
Less than £1k 
gain or loss 

 56   22 78 25% 

Gain of > £1k +1k to 3k 33 2  10 45 25% 

 +3k to 6k 23 0 6  29 12.5% 

 +6k & more 4 13 2  19 37.5% 

 
8.3     One of the main concerns raised by early years providers who anticipate a 

budget reduction was the issue around reshaping their provision in time to meet 
the introduction of the new formula in April 2010.  Guidance from the DCSF 
states that local authorities may fund transition costs for up to three years.  It is 

                                                 
1
 South Cheshire Rural Nursery Consortium includes Audlem, Bridgemere and Wrenbury Primary 

Schools.  As lead consortium member and budget holder, only Audlem is counted in these figures. 



proposed to establish a self-financing transition plan whereby those projected 
to have increased budgets will only receive around 85% of the increase to 
lessen the impact on those facing budget reductions in year one by 50%.  A full 
financial assessment of each provider by local area and with and without 
transitional funding is shown at Appendix 1. 

 
8.4     Should Cheshire East proceed as a pathfinder from April 2010, there are no 

significant additional costs expected.  As officers have been working with 
providers over recent months to reshape their provision around the introduction 
of the single funding formula from April 2010, some of these are likely to 
experience sustainability issues that would need to be supported financially if a 
decision was made to postpone the introduction of the formula to April 2011.  In 
addition, a postponement to April 2011 could result in some duplication of 
effort, for example, the cost analysis of each sector may need to repeated, 
which could  cost of up to £25k. 

   
9.0 Legal Implications (Authorised by the Borough Solicitor) 
 
9.1 The single funding formula will fund the free entitlement to early years provision 

for 3 and 4 year olds across all sectors which is the authority’s statutory duty 
under Section 7 of the Childcare Act 2006. It will also assist with the authority’s 
delivery of its duty to secure sufficient childcare under Section 6 of the 
Childcare Act 2006. The authority will commission PVI and maintained sector 
early years providers under the terms of contracts approved by the Borough 
Solicitor. 

 
10.0 Risk Management  
 
10.1  The application of the single funding formula could overspend its allocated 

budget should participation increase beyond that forecast. Control measures 
have been put in place to reduce this risk by setting aside a contingency budget 
of approximately 5% of the total indicative allocation. 

 
10.2 The reduced budgets for some providers could impact on their short term 

viability whilst they reshape their provision.  The proposed transition funding 
should lessen the impact on these providers and officers will work with them 
around developing cost-effective solutions.  

 
11.0 Background and Options 
 
11.1 In 2007 the government announced that all local authorities would be required 

to implement a single local formula for funding the free early years provision for 
3 and 4 year olds in the maintained and PVI sectors from April 2010. The 
necessary paving legislation for the formula was included in the 
Apprenticeships, Skills and Learning Act 2009, which has recently completed 
its passage through parliament.  The introduction of the early years single 
funding formula was welcomed by Members on all sides by both Houses. 

 
11.2 In December 2009, the DCSF wrote to all local authorities to advise that the 

implementation of the formula had been postponed to April 2011 as a number 



of local authorities were not ready to introduce the formula.  Those who have 
completed the necessary work were invited to apply for pathfinder status.    

 
11.3 At its meeting on 8th September 2009, Cabinet approved the draft formula set 

out below for further consultation.   
 

Factor Application Additions  
£ per hour 

Base rate   One rate to be applied to all children 3.20 

Flexibility   No flexibility 0.00 

                       Flexibility within school day (6+ hours) 0.15 

                       Extended day (10+ hours) 0.20 

                       If providing over 50 weeks 0.05 

Deprivation  Based on % of children attending setting 
from deprived area                      

0.005 

Quality         If Early Years Professional (EYP) Status 0.15 

                        If Qualified Teacher Status (QTS) 0.25 

 
11.4 The consultation was carried out over a 6 week period to 9th November 2009. 

This was through a combination of briefing and engagement sessions with early 
years providers and a consultation document that was posted to all relevant 
consultees. The consultation and background papers were also posted on the 
website and consultees were encouraged to respond electronically.  The main 
consultees were headteachers and chairs of governors of all maintained 
settings with nursery provision, PVI providers of the early years free 
entitlement, childminder representatives, all Members of Cheshire East Council, 
East Cheshire Primary Heads Association, Unions and neighbouring 
authorities.  The main issues raised through the consultation process are set 
out at Appendix 2. 

 
11.5 Early years providers have engaged positively in the consultation process, 

mostly through the briefing sessions, which were attended by over 250 staff. Of 
the 215 questionnaires that were sent out, 72 valid responses were returned.  
The results of the consultation were considered by the Early Years Reference 
Group (EYRG) and Schools Forum and the endorsed formula proposal is set 
out at Appendix 3. The proposed changes from the draft are as follows: 

 

• Increase in base rate from £3.20 to £3.25 per child per hour. 

• Reduction in the flexibility eligibility from 6 and 10 hours to 4 and 6 hours. 

• Removal of formula factor for those settings delivering over 50 weeks 

• Increase in funding for those settings with an Early Years Professional 
from 15p to 20p per child per hour, ie, closer to the QTS rate of 25p 

• Addition of £2k to the annual budget for each of the 21 settings in 
Cheshire East’s rural areas (based on the latest available information 
which is  the ward sparsity indicator from the 2001 census) 

• Addition of 5p per child per hour for all settings judged by Ofsted as 
‘Outstanding’ 

• A self-financing transition plan whereby the budgets of those with the 
greatest variances will be adjusted to lessen the impact in year one.  



 
11.6 The above changes would significantly lessen the impact on the sessional early 

years providers, whilst still incentivising the areas of quality, flexibility and 
deprivation and meeting the local authority’s statutory duty to ensure sufficiency 
for parents of all 3 and 4 year olds who require a free early years place.   Two 
examples of how the new funding will affect maintained nurseries with different 
circumstances are shown in Appendix 4. 

 
11.7 There is one nursery school in Cheshire East.  This is the setting that would be 

most affected if the formula were applied as it stands.  However, DCSF has 
been very clear with local authorities that costs for these schools will be 
significantly higher and should be recognised in the formula. The presumption 
must be against closure.  Officers have been working with the school to identify 
costs and with Finance to identify areas of the budget that relate specifically to 
nursery schools.  It is proposed to add a lump sum payment to the formula 
allocation to cover the costs for this setting. 

 
11.8 The area that prompted most debate as part of the consultation was around the 

quality factor.  The recently published draft code of practice on the funding for 
early years recommends that funding decisions should take into account the 
Early Years Quality Improvement Support Process (EYQISP).  This is a 
developing framework that was not possible to incorporate into the funding for 
2010-11.  However, this process is nationally consistent but sensitive to local 
quality assessments and support needs. Officers propose to continue to work 
with the EYRG to develop the quality factor around EYQISP to include for the 
2011-12 formula.   

 
11.9 The local authority must review its formula on a regular basis.  Along with the 

quality factor, the other area identified for further work before 2011-12 is the 
additional costs around settings who have significant numbers of children for 
whom English is an additional language.  Whilst we know that the costs 
associated with providing quality provision to these children are higher, there is 
not sufficient data available at present to form part of the formula.  This data will 
be collected in 2010-11 for consideration in the following year. 

 
12.0 Overview of Year One and Term One Issues 
 
12.1 None. 
 
13.0 Access to Information 
 

          The background papers relating to this report can be inspected by contacting the report 
writer: 

 

• Appendix 1 – Financial impact assessment of individual providers by area 

• Appendix 2 – Summary of consultation responses  

• Appendix 3 – Proposed Early Years Single Funding Formula 2010-11 
Appendix 4 - Examples of impact of the single funding formula on maintained 
nurseries 

• Consultation files – Contains all responses to the consultation on the draft formula 



• Implementing an Early Years Single Funding Formula: Practice Guidance (DCSF, July 
2009) 

• Letter from DCSF and Ministerial Statement – Postponement of the Early Years Single 
Funding Formula 

 
Name: Gill Betton  
Designation: Policy and Strategy Manager  
Tel No: 01270 686502  
Email: gill.betton@cheshireeast.gov.uk











Appendix 2 
 

Draft Single Funding Formula - Summary of Consultation Responses 
 

 The following tables summarise the responses to the questionnaires. The text 
includes the feedback from consultation events. Of the 215 questionnaires sent 
out, 72 valid responses were returned as follows:   

 

Setting Type Issued Returned % 

Full Day Care 138 34 25 

Maintained Sector 25 9 36 

Sessional 52 29 56 

All 215 72 33 

 
The information that follows sets out the responses to the questionnaires and 
consultation meetings against each of the formula factors. 

 
 Base rate 
 

There was a general acceptance that the same base rate should apply across 
all sectors, with 79% of respondents in agreement to this as follows. 
 

 Agree Disagree Not answered 

Setting type No. % No. % No. % 

Full Day Care 27 82 4 12 2 6 

Maintained Sector 2 22 6 67 1 11 

Sessional 28 93 2 7 0 0 

All 57 79 12 17 3 4 

 
Responses were higher from the PVI sector and 67% or 6 of the 9 responses 
from the maintained sector did not agree with one base rate.  However, the 
same base rate was not considered a major factor at the engagement sessions 
or at the meetings with schools who are likely to be most affected by the 
proposed formula.  Most felt that the base rate should be higher, although there 
was a general consensus that they did not want to lose any of the other factors. 
Most of the comments from maintained settings referred to the issue in relation 
to their inability to charge for additional sessions, which did not put them on a 
‘level playing field’ with the PVI sector. 
 

 Flexibility supplement 
 

Although the table overleaf shows that more people agree than disagree with 
the way in which the flexibility supplement is determined, there was significant 
debate at the briefing sessions and many comments around the inability of 
some sessional providers to be more flexible with their accommodation or to 
ever be able to achieve the upper payment of 10 hours a day over 50 weeks.  
This was not considered to be in the interests of the child.  Some providers 
indicated that it would be impossible to be able to offer a viable free place over 
50 weeks, which made this factor unachievable. 

 



 Agree Disagree Not answered 

Setting type No. % No. % No. % 

Full Day Care 24 71 10 29 0 0 

Maintained Sector 4 45 3 33 2 22 

Sessional 17 59 12 41 0 0 

All 45 62 24 35 2 3 

 

 Deprivation supplement 
 

More respondents agreed than disagreed with the deprivation factor.  It was 
clear from those that disagreed that a number did not understand the way in 
which the local authority determines deprivation or the government drive to 
‘narrow the gap’ in achievement between this group of children and their peers. 
 

 Agree Disagree Not answered 

Setting type No. % No. % No. % 

Full Day Care 22 65 12 35 0 0 

Maintained 
Sector 

5 56 2 22 2 22 

Sessional 20 69 9 31 0 0 

All 47 65 23 32 2 3 

 
 Quality supplement 
 

Only 56% of respondents agreed with the quality supplement. The maintained 
sector felt that the quality supplement for teachers should reflect the cost of 
paying teachers according to national pay and conditions. However, the main 
issue for the PVI sector was that the Early Years Professional (EYP) is a 
relatively new qualification which takes some time to acquire.  PVIs felt that the 
enhanced rate for employing an EYP should equal that for a QTS, to enable 
settings to pay at a level which would mean they could retain good quality staff. 

 

 Agree Disagree Not answered 

Setting type No. % No. % No. % 

Full Day Care 19 56 14 41 1 3 

Maintained Sector 4 45 3 33 2 22 

Sessional 18 63 10 34 1 3 

All 41 56 27 38 4 6 

 
Many mentioned that other factors for quality should be explored. It was felt the 
Ofsted rating should be included for 2010-11, in particular acknowledging 
outstanding settings. 
 

 Alternative supplements 
 

Respondents were asked to identify any additional supplements that they felt 
should be included in the formula.  The following were highlighted: 
 

• Additions for being a rural setting 



• Qualifications and experience of other staff members, eg, Level 3s 

• SEN supplement to cover extra paper work that goes with providing the 
necessary support for each child with extra needs. 

• Customer satisfaction 

• Number of children with English as an additional language (EAL) attending 
setting and SEN number of pupils registered on Early Years Action/Early Years 
Action Plus - providing additional support for these pupils has financial 
implications. 

• Ofsted grading, in particular outstanding settings 

• Accreditation and use of an Early Years Quality Improvement Support 
Programme 

• Attendance on courses 

• Supplement for charity run pre schools 

• Meals 

• Outdoor play areas/facilities 

• Consideration of rent/rates/mortgage reflecting the quality of the 
accommodation 

 
 Payment Process 

 
To respond to the introduction of the single funding formula, some adjustments 
to the current payment systems were also proposed, ie, reducing the number of 
headcounts dates.  The consultation showed that only half of full daycare 
providers favoured this approach.  Many of those at the consultation sessions 
did not agree with this change at the same time as introducing the formula.  
 

 Impact Assessment 
 

As part of the consultation, respondents were asked to judge the impact they 
expected the formula would have on their setting.  The majority of settings felt 
that the formula would have an adverse effect, with the sessional providers 
expecting the biggest impact as follows: 

 

 Benefit No Change Adverse  Not answered 

Setting type No. % No. % No. % No. % 

Full Day Care 8 24 7 21 15 43 4 12 

Maintained 
Sector 

1 11 0 0 7 78 1 11 

Sessional 5 17 6 21 17 59 1 3 

All 14 19 13 18 39 55 6 8 

 
 Transition 

 
One of the main concerns raised by providers was the issue around reshaping 
their provision in time to meet the introduction of the new formula in April 2010.  
There was a general feeling that there should be arrangements for funding 
transition costs for all affected providers. This is in line with DCSF guidance 
that states that local authorities may fund transition costs for up to three years. 

 



Appendix 3 
 

Proposed for Early Years Single Funding Formula 2010-11 
 

Base rate Option 3 

£3.25 £8,634,858   

      

      

Total   £8,634,858 87.90% 

    

    

Flexibility Option 2 

4 hours and over £0.15 £71,723   

6 hours and over £0.20 £362,881   

        

Total   £434,604 4.42% 

    

    

Quality Option 4 

Outstanding Ofsted £0.05 £15,474   

EY Professional £0.20 £9,866   

Qualified Teacher £0.25 £362,718   

Total   £388,058 3.95% 

    

    

Deprivation Consultation 

% of children living  £0.005 £214,049   

in bottom 30%        

national idachi SOA       

Total   £214,049 2.18% 

    

    

Nursery School Consultation 

Lump sum £47,933   

      

      

Total   £47,933 0.49% 

    

    

Rurality Proposal 

Lump sum £2,000 £42,000   

Classification: Rural       

21 settings       

Total   £42,000 0.43% 

    

Provisional pot  £9,824,000  

Formula Costs  £9,761,502 99.36% 

Remaining  £62,498 0.64% 

 
 

 
 



Appendix 4 
 

Examples of impact of the single funding formula on maintained nurseries 
 
The following are actual examples. 
 
Maintained Nursery Provider A (fully occupied) 
 
Provider A has a 52 place nursery that is almost fully occupied over the year. Under 
the current payment system, they receive £76,098 per annum. This nursery has an 
outstanding Ofsted grading and 13.36% of children attending from a disadvantaged 
area.  The school is projected to receive a budget of £93,477 under the single funding 
formula. 
 

Number of places available 52 

Number of places filled 52 

Ofsted grading Outstanding 

% children from disadvantaged area 13.36% 

Current budget £76,098 

Proposed budget £93,477 

 
 
Maintained Nursery Provider B (less than half full) 
 
Provider B has a 104 place nursery that is less than half full with an average of 42 
children attending over the year.  Under the current payment system, they receive 
£114,478 per annum. This nursery has a satisfactory Ofsted grading and 20.37% of 
children attending from a disadvantaged area.  The school is projected to receive a 
budget of £89,077 under the single funding formula before transition funding is 
applied, ie, marginally less than Provider A that has 10 more children. 
 

Number of places available 104 

Number of places filled 42 

Ofsted grading Satisfactory 

% children from disadvantaged area 20.37% 

Current budget £114,478 

Proposed budget £89,077 

 
 
 
 
 
 
 
 

 


