
Mayor of London’s response to ‘An Early Years National Funding Formula’ 

(September 2016) 

 

 

9 Should there be an early years national funding formula (to distribute money from 

Government to each local authority)? 

Yes  

No  

Unsure  

 

10 Considering a universal base rate of funding which does not vary by local area... 

 

 
Yes No Unsure 

Should a 

universal base 

rate be included 

in the early 

years national 

funding 

formula? 

   

Is 89.5% of 

overall funding 

the right 

amount to 

channel through 

this factor? 

   

11 Considering an additional needs factor... 

 

 
Yes No Unsure 



 
Yes No Unsure 

Should an 

additional 

needs factor be 

included in the 

early years 

national funding 

formula? 

   

Do we propose 

the correct set 

of metrics? 
   

Do we propose 

the correct 

weightings for 

each metric? 

   

12 Considering an area cost adjustment... 

 
Yes No Unsure 

Should the early 

years national 

funding formula 

include an area 

cost 

adjustment? 

   

Should that 

adjustment be 

based on staff 

costs (based on 

the General 

Labour Market 

measure) and 

on nursery 

premises costs 

(based on 

rateable 

values)? 

   

 



 

13   If you have any comments or recommendations for alternative metrics or 

weightings to be used in the early years national funding formula, please explain here: 

There is huge pressure on good childcare places in London. Over the last few 

years the availability of childcare available in London has increased, but this is 

still not enough to meet the demand of London parents. These are less likely to 

have support available from grandparents and also pay more for childcare, 

experiencing costs on average 34 per cent higher than the national average. The 

Greater London Authority, alongside London Councils, has been making the case to 

the Department for adequate levels of funding to support quality and accessible 

childcare provision in London, and in relation to promoting the London Living Wage 

for Early Years among other workers. 

When the government announced in 2015 its intention to extend free Early Years 
and Childcare provision to 30 hours, the GLA commissioned a report from the Family 
and Childcare Trust to explore the possible benefits of mixed model approaches to 
childcare in London in relation to tackling major issues of cost of provision alongside 
quality of provision. These models involve partnership working between group and 
home-based childcare providers. The Department has undertaken pilots in 2016 to 
explore effective models of partnership working across the country and the GLA are 
working with stakeholders to actively promote the learnings from these pilots across 
the sector in London.  

We welcome the greater transparency and overall increased funding available in 

principle based on the new formula and agree that transparency is important to 

ensure providers are able to make sustainable plans for higher quality, accessible, 

affordable childcare.  

However the “illustrative” figures provided in the Consultation document allow only a 

very cautious assessment of whether, at the individual London borough level, the 

uplift will enable the expected amount of provision to be delivered across the whole 

region. As the Department’s in-depth assessment (Review of Childcare Costs, 2015) 

made clear, staff and premises give rise to the bulk of overall costs of provision. The 

continuing increase in the costs of appropriate accommodation in London and the 

impact of the National Living Wage on those providers who do not currently pay the 

London Living Wage may mean this aspiration is not achieved.   

Despite the inclusion of additional funding for maintained nurseries and the intention 

not to implement the universal base rate immediately, some of these nurseries may 

be more adversely affected than other settings. Largely they are school provision 

and therefore have higher running costs compared with private, voluntary and 

independent (PVI) provision, by paying the London Living Wage and tending to 

employ more highly qualified and so costly staff. Yet, these settings tend to attract 

children from the most disadvantaged families and achieve the highest quality 

outcomes for them.  

Around 140,000 London children have places in maintained nurseries, and many of 

these are located in areas of deprivation with little alternative childcare provision. It is 



concerning that a reduction in funding to these nurseries could create significant 

turbulence in the system and affect access in disadvantaged communities.  

This is of particular concern as maintained nurseries provide quality early education 

for a higher proportion of disadvantaged pupils than the PVI sector. Research from 

the Nuffield Foundation and Early Education shows that maintained nurseries are 

more effective than other provider types at closing the socio-economic attainment 

gap, and are highly effective and experienced at providing quality SEN provision. 

This is a critical area if we are to meet the social mobility, life chances and Early 

Years investment objectives of government. 

The area cost adjustment (ACA) factor is essential for delivery of provision in London 

which has higher staffing costs as well as higher premises costs and other costs. On 

the basis of the figures provided it is not possible to accurately understand the 

potential impact. The proposed ratio needs to be adequate both now and going 

forward so that that adequate funding is allocated to ensure that the ACA is sufficient 

for the higher costs in London. Timely assessment of the ACA is needed to reflect 

the faster inflation experienced by London boroughs in many cost elements. We 

would urge government to monitor and review the impact of this Early Years NFF 

reform in the year after implementation, to ensure both that quality continues to 

improve and there is sufficiency of provision.  

Additionally, the proposed metrics do not take into account the cost of the 
government’s agenda to create a graduate led workforce. Studies have concluded 
that it is only high quality childcare that improves the cognitive and social 
development outcomes of disadvantaged children, and narrows gaps between 
disadvantaged children and their peers. Quality provision has been shown to be 
closely associated with staff qualifications: the key to achieving ‘good quality’, 
therefore, is an upskilling of the childcare workforce (IoE/FCT, Provision and use of 
preschool childcare in Britain, 2015). Evidence suggests that staff wages significantly 
influence quality in early years provision, with a £1 difference in average hourly 
wages between ‘good’ and ‘outstanding’ settings (Maughan, C., Rutter, J., and 
Butler, A., (2016) In for a pound, Family and Childcare Trust). The planned general 
labour market cost adjustment method should help to attract quality entrants to the 
Early Years workforce in London. 
 
 
14 To what extent do you agree with the proposed funding floor limit, so that no local 
authority would face a reduction in its hourly funding rate of greater than 10%? 

Strongly agree  

Agree  

Neither agree nor disagree  

Disagree  

Strongly disagree  
 
 
 
 



15 To implement the increased hourly rate for the two-year old free entitlement... 

 
Yes No Unsure 

Should we 

retain the 

current two-

year-old 

funding 

formula? 

   

Should we use 

the additional 

funding 

secured at the 

spending 

review to uplift 

local 

authorities’ 

allocations 

based upon 

this? 

   

16 Considering the Dedicated Schools Grant, should the free entitlement be capped at 
30 hours for children of eligible working parents and 15 hours for all other children? 

 

Yes  

No  

Unsure  
 
17 Should Government set the proportion of early years funding that must be passed 
on to providers? 

 

Yes  

No  

Unsure  
 
18 Do you think that 95% is the correct minimum proportion of the money that should 
be passed from local authorities to providers? 

Yes, I agree  

No, 95% is too high  

No, 95% is too low  



Unsure  
 
19 If you would like to explain a response you’ve submitted on this page in more 
detail, please do so here: 
 

It is difficult to answer question 15 as information is not provided in the data tables 
on what funding local authorities currently receive for the 2 year old offer. We do 
know that take-up in London is already quite low, at 46% compared to 55% 
nationally, which is said to be due to a combination of demand and supply-side 
factors education (FCT, The London Childcare Market, 2016). This may be partially 
due to providers opting out in some areas particularly in inner London Boroughs, 
which would seem most likely to face a reduction from the proposed new formula for 
3 and 4 year olds. We would urge government to ensure that funding for the 2 year 
old offer is sufficiently high to avoid reduction of provision for this offer, bearing in 
mind the additional costs of delivery due to staff / child ratios.  
 
In relation to question 18, local authorities will need to have the flexibility to 
incentivise provision for new and existing providers given differing costs of local 
providers, and address sufficiency issues proactively so that choice is not reduced 
for more disadvantaged families. This is crucial as while the attainment of London’s 
disadvantaged children (post-Early Years) at key stage 2 increased at a faster rate 
than for other children in 2014, the gap remains at 11 percentage points (GLA, 
Annual London Education Report, 2015). 
 
Local authorities do exercise a wide range of Early Years’ functions in the delivery of 
their statutory duties, including: improving quality and support for SEND children, 
monitoring and driving up quality in the PVI sector, providing training, maximising 
take-up rates and their ability to top-slice funding for a contingency is particularly 
important in London because of our high pupil growth rates. 
 
Regarding the proportion of funding which should be passed directly to 
providers we think that whilst ensuring that the money is ring-fenced for Early 
Years and Childcare, local authorities should still have  enough flexibility to 
address need local to their area. This could be to support childcare loans for those 
on a lower income, training or start up grant initiatives for childminders to support 
flexible working hours or additional funding for increasing places for children with 
SEN.  Any suggested minimum proportion should be flexible enough to allow them to 
make strategic decisions to best support their local needs. This is of particular 
importance in inner London boroughs where there are pockets of extreme 
deprivation alongside some of the wealthiest parts of the country and allocation of 
funding may require a tailored approach to ensure it reaches those most in need.  
 
As the 2 year old offer specifically seeks to close the attainment gap this is an area 
where quality of provision, and the associated higher costs of a more highly skilled 
workforce, must be fully taken into account by the government.  
  
 
 
 
 



20 Should local authorities be required to give the same universal hourly base rate to 
all childcare providers in their area? 

Yes  

No  

Unsure  
 
21 Considering funding supplements that local authorities could choose to use 
(above the universal base rate)... 

 
Yes No Unsure 

Should local 

authorities be 

able to use 

funding 

supplements? 

   

Should there 

be a cap on 

the proportion 

of funding that 

is channelled 

through 

supplements? 

   

22 If you agree that there should be cap on the proportion of funding that is 
channeled through supplements, should the cap be set at 10%? 

Yes, I agree with a 10% cap  

No the cap should be higher than 10%  

No, the cap should be lower than 10%  

I'm unsure  
 
23 Should the following supplements be permitted? 

 
Yes No Unsure 

Deprivation    

Sparsity / rural 

areas    

Flexibility    



 
Yes No Unsure 

Efficiency    

Additional 15 

hours of 

childcare 
   

24 When using funding supplements, should local authorities have discretion over the 
metrics they use and the amount of money channelled through each one? 

 

Yes - 

over the 

metric 

they 

use 

Yes - over 

the amount 

of money 

No - 

over the 

metric 

they use 

No - 

over the 

amount 

of 

money 

Unsure 

when it 

comes 

to 

metrics 

Unsure 

when it 

comes 

to the 

amount 

of 

money 

Deprivation       

Sparsity / 

rural areas       

Flexibility       

Efficiency       

Additional 15 

hours of 

childcare 
      

 
25 If you agree that efficiency (efficient business practices that provide excellent 
value for money) should be included in the set of supplements, do you have a 
suggestion of how should it be designed? 
 

As the Consultation document states, the bulk of costs relate to staffing which means 

that there are few economies of scale to be made in provision without unacceptable 

risk to maintaining and enhancing quality provision.  

London currently does not have sufficient affordable, flexible, high-quality childcare. 

The cost, quality and availability of childcare are a serious challenge for London’s 

families. On average, London’s childcare costs are 34% above the national average.  



Therefore, we believe that the government needs to be cautious with their level of 

expected increased efficiencies. In London there is a particular need to encourage 

provision of a ‘stretched offer’ including holiday care and ‘wraparound’ to extend the 

day or out-of-hours provision. London families require more flexible hours and 

extended hours of childcare than the rest of the country due to longer commutes and 

the lack of extended family networks in the capital. The lack of flexible childcare is 

also a greater challenge in London where more parents work non-traditional hours, 

shift patterns or contract work.  

In London, providers will have less scope to cross-subsidise and the proposed hourly 

rates may be inadequate to cover the evidenced higher costs in the capital; this does 

mean that ‘supplements’ are essential. These should not be capped as London 

government need to retain some funding flexibility where required, especially to 

incentivise the market to deliver. 

23 of London’s 33 local authorities do not have enough childcare for the three and 
four year olds entitled to it and two thirds do not have enough places for the 
disadvantaged two year olds who currently quality for free early education (FCT, The 
London Childcare Market, 2016). Due to the demographics and socio-economic 
profile of London families, it is proving challenging for London Boroughs to increase 
take up for free childcare for disadvantaged 2 year olds.  

When determining the existing grants and new responsibilities that should be funded 
by business rates, we believe priority should be given to responsibilities that 
maximise London government’s ability to improve the life of Londoners, the 
effectiveness and efficiency of its public services, and the future economic success 
of the capital.  
 
We would therefore wish to prioritise the transfer of grants and responsibilities into 

the business rates retention scheme that have a direct relationship to business; help 

tackle key infrastructure challenges, including housing and transport; and have a 

compelling public service reform case to be delivered more efficiently and effectively 

by London government.  

We would therefore wish to prioritise the transfer of grants and responsibilities into 

the business rates retention scheme that have a direct relationship to business; help 

tackle key infrastructure challenges, including housing and transport; and have a 

compelling public service reform case to be delivered more efficiently and effectively 

by London government. We believe that early years funding is a suitable candidate 

to be transferred from 2019-20 following the establishment of the government’s 

manifesto commitment to deliver 30 hours of free childcare from September 2017. 

This will be set out in more detail in the Mayor and London Councils joint response to 

CLG’s consultation on 100% business rates retention later this month.     

 
 
 
 



26 If you agree the delivery of the additional 15 hours of free childcare should be 
included in the set of supplements, do you have a suggestion of how should it be 
designed? 
 

We do concur with the view of the Family and Childcare Trust that flexibility is 

needed here until we can assess that the hourly rates provided by government are 

sufficient to cover costs in all areas.  

There are various changes which providers may need to make in order to offer the 

additional hours and these may vary dramatically between boroughs, particularly in 

London where space is at a premium and demographics are more mixed. There has 

been a culture in the sector of cross-subsidisation by charging extra for paid hours, 

and currently not enough is known about how the additional 30 hours would affect 

this in practice.  

We would encourage the government to gather information on how providers are 

operating over the next year, looking specifically at cross subsidisation, providing 

quality provision (through CPD or/and employing graduates) and taking into account 

the additional cost of paying the London Living Wage.  

Lessons learnt from the government’s early implementer pilots should be shared 

widely to support design of the additional 15 hours’ roll out with an understanding 

that local authorities will require the flexibility to meet their local needs and not 

disadvantage providers who are only able to offer 15 hours.  

It should be noted that the one, early implementer borough in London, Newham, will 

not be representative of the majority of London boroughs. This is both due to the 

lower costs of provision and existing culture of sharing good practice and quality 

provision in the borough. Therefore the government should view any lessons learnt 

from the early implementer pilot taking into account the varying costs and context of 

different boroughs.  

 
27 If you think that any additional supplements should be permitted which are not 
mentioned here, please set out what they are and why you believe they should be 
included: 

 
There should be sufficient flexibility for local authorities to respond to their local 
needs and provision challenges. London boroughs face significantly higher costs and 
host more diverse communities than the rest of the country, and therefore will require 
further engagement on how best supplements can meet their local needs.  
 
Additionally we would encourage the government to consider funding an additional 
supplement to support collaboration between providers to invest in CPD of the EY 
workforce potentially to include supplementing a graduate led workforce and Early 
Years Apprenticeships. This would require further exploration based on potential 
cuts to training providers under the government’s planned Apprenticeship Levy from 
spring 2017. It could also help to mitigate the non-inclusion of a quality supplement 
within the menu of supplement options proposed. 
 



Extensive evidence suggests that a higher skilled workforce leads to a higher quality 
learning environment and consequently better outcomes for children. Whilst larger 
chains may be able to partially fund investment in a higher skilled workforce through 
economies of scale, smaller providers will find it more difficult to invest in CPD, and 
consequent higher pay scales, and so require additional supplements from local 
authorities to incentivise this.  
 
The government’s upcoming workforce strategy to ‘help to remove barriers to 
attracting, recruiting and retaining staff’ provides an important opportunity to address 
this concern. The GLA has identified workforce development as a key strategic 
aim and would like to work with DfE on this issue. 
  
 
28 Finally, for this page, if you want to explain a response you’ve submitted on this 
page in more detail, please do so here: 
 
 
 
29 Should there be a Disability Access Fund to support disabled children to access 
their free entitlement? 

 

Yes  

No  

Unsure  
 
30 Should eligibility for the Disability Access Fund be children aged 3 or 4 which are 
a) taking up their free entitlement and b) in receipt of Disability Living Allowance? 

 

Yes  

No  

Unsure  
 
31 When it comes to delivering the funding for the Disability Access Fund, is the most 
appropriate way the existing framework of the Early Years Pupil Premium? 

 

Yes  

No  

Unsure  
 
32 If you want to explain a response you’ve submitted on this page in more detail, 
please do so here: 
 

The latest Disability Living Allowance (DLA) figures show 6,920 children under 5 in 

London entitled to, and receiving, DLA within total numbers for England of around 

47,600 (February 2016)). There are no regional figures for children under 5 with a 

statement/EHC plan within the England figure of 10,515.  



SEN is consistently regarded as one of the strongest barriers to effective education 

and sustainable funding approaches in early years’ settings. Whilst there is a lack 

evidence of the effectiveness of the early years pupil premium, we think more needs 

to be done to support local authorities with their effective distribution of core funding 

and of high needs allocations to support children with SEN. Additionally, more needs 

to be done to incentivise early years’ education settings to take children identified 

with SEN.  

Currently, we have anecdotal information from providers and local authorities that 

parental applications for places are being rejected due to difficulties in making the 

hourly rate allocations of the government’s free offer funding meet the high running 

costs of Early Years’ settings in London. The proposed inclusion fund must address 

this particular challenge in London.  

It is positive that the Consultation encourages local authorities to focus on children at 
all levels of SEN. However, we would query whether DLA access rates for children of 
this age reflect accurate need and encourage the Department to work with the DWP 
to explore this further. The assessment criteria may be prohibitive for children in 
Early Years.  
 
Regarding the Early Years Disability Access Funding, we have concerns that DLA 
entitlement as a criteria may pick up children with severe and complex needs but not 
children with more moderate SEN. As the Access Fund is not intended to cover the 
total costs of meeting the needs of a child in receipt of DLA, it would also need to be 
topped up by additional funding sources, such as those associated with an EHCP. 
Accordingly, it may take longer for parents and providers of such early years’ 
children to access this money, as often evidence needs to be gathered over a 
significant period before a funded EHCP is awarded. We would add that a Disability 
Access Fund, if implemented, should be made available to eligible children under the 
2 year old offer. 
 

There is significant ambiguity surrounding who is responsible for paying to support 

children identified with SEN. There may be an argument to ring-fence a proportion of 

the high needs block for early years, and more specifically for children identified with 

SEN in early years. In turn; this would require an increase in local authority funding 

for London within the schools, high needs and Early Years NFF reforms.  

It is welcome that the Consultation cites the Workforce Strategy being developed 
which plans to include assessing what more can be done ‘to support practitioners to 
access SEND training and qualifications.’ This is imperative to improve quality of 
provision and we would recommend all settings pay at least the London Living Wage 
to incentivise this improvement in quality. 

 
 
 
 
 
 
 



33 To what extent do you agree that a lack of clarity on how parents / childcare 
providers can access financial support results in children with special educational 
needs not receiving appropriate support? (We mean children who do not already have 
an Education, Health and Care Plan) 
 

Strongly agree  

Agree  

Neither agree nor disagree  

Disagree  

Strongly disagree  
 
34 When it comes to establishing an inclusion fund... 
 

 

Strongly 

agree 

Agree Neither 

agree nor 

disagree 

Disagree Strongly 

disagree 

Should local 

authorities be 

required to 

establish an 

inclusion fund? 

     

Would an 

inclusion fund 

help improve the 

supply of 

appropriate 

support children 

receive when in 

an early years 

setting? 

     

 
35 If you envisage any barriers, arising from existing practice or future proposals, to 
introducing a new requirement on local authorities to establish an inclusion fund, 
please tell us what they are and how they might be overcome:  
 

The creation of a new fund without some new funding from government is unlikely to 

be successful given existing pressures on high needs and early years’ budgets of 

London Boroughs. 

 
 
 



36 When it comes to the SEN inclusion fund, should local authorities be responsible 
for deciding... 

 
Yes No Unsure 

The children for 

which the 

inclusion fund is 

used? 

   

The value of the 

fund?    

The process of 

allocating the 

funding? 
   

37 Where specialist SEN or SEND services are delivered free at the point of use, 
should they be considered as funding passed directly to providers for the purposes of 
the 95% high pass-through? 
  

Agree  

Disagree  

Unsure  
 
38 If you want to explain a response you’ve submitted on this page in more detail, 
please do so here: 
 
 

39. To what extent do you agree with the transition approach proposed for the Early 

Years National Funding Formula (money distributed from Government to local 

authorities)? 

Strongly agree  

Agree  

Neither agree nor disagree  

Disagree  

Strongly disagree  

 

40 To what extent do you agree with the transition approach proposed for the high 

pass-through of early years funding from local authorities to providers? 

Strongly agree  

Agree  



Neither agree nor disagree  

Disagree  

Strongly disagree  

 

41 To what extent do you agree that our proposals on the high pass-through of 

funding from local authorities to childcare providers makes the existing Minimum 

Funding Guarantee for the early years unnecessary? 

Strongly agree  

Agree  

Neither agree nor disagree  

Disagree  

Strongly disagree  

 

42 To what extent do you agree with the transition approach proposed for introducing 

the universal base rate for all providers in a local authority area? 

Strongly agree  

Agree  

Neither agree nor disagree  

Disagree  

Strongly disagree  

 

43 - If you want to explain a response you’ve submitted on this page in more detail, 

please do so here: 


