
 
 

  
 
 
  
 
 
 
Caroline Russell AM 
Chair of the Economy Committee 
                           

      
22 March 2018 

  
Rt Hon Damian Hinds MP  
Ministerial and Public Communications Division  
Department for Education, 
Piccadilly Gate, 
Store Street, 
Manchester, M1 2WD 
 
   
Dear Secretary of State,  
 
The provision of 30 hours free childcare in London  
 
The London Assembly’s Economy Committee has a long-standing interest in ensuring access to 
affordable childcare across the capital. 
 
In December 2017, the committee met with stakeholders including the Deputy Mayor for 
Education, childcare leads from the London Borough of Islington and Ofsted, and 
representatives from the Pre-School Learning Alliance and Mumsnet, to discuss the roll-out of 
the 15 hours extension of free childcare in London for three- and four- year olds and to assess 
the impact of the new scheme on childcare providers and families.1  
 
Overall, the principle of the scheme was welcomed by the early years sector and families we 
spoke to. As you will be aware, in London, the proportion of disposable income spent on 
childcare is high (between 25 and 35 per cent of parents’ income, Family and Childcare Trust 
survey 2017). The 30 hours free childcare is therefore an important initiative to ease the 
financial burden of childcare for parents, promote a better work/life balance and support 
parents to get back to work. However, while we appreciate that the scheme is still in its infancy, 
we were made aware of a number of issues that could have a negative impact on families in 
London that we felt needed to be raised with you.  
 
Firstly, the sector has raised a concern about the impact of excluding specific groups from the 
scheme, groups who would particularly benefit economically from the 30 hours free childcare. 
This includes single parents with caring responsibilities and the most disadvantaged children 
who live in families with unpredictable working hours or long-term unemployed families. This is 
a key concern in London where 8.5 per cent of children are living in long-term workless 
households2 and where we have seen the rates of child poverty rise to reach 37 per cent of all 

                                                 
1 We have also received written comments from PACEY. 
2 Office for National Statistics, Annual Population Survey Household datasets 2016 
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children in London (after housing costs).3 Extending the 30 hours of free childcare to 
disadvantaged children may assist parents with gaining employment, particularly in London 
which suffers from a low parental employment rate compared to the rest of the UK. We would 
therefore urge you to consider reviewing the eligibility criteria to include these groups in light 
of the scheme’s aims and to ensure best value for this public funding. 
 
Secondly, it is not yet clear to what extent the scheme is improving family finances. Despite the 
doubling of government-funded places for working parents, some families have argued that 
they have seen only marginal decreases in their childcare spending. This could, at least partially, 
be due to the new funding formula still not covering the full provider cost of delivering the 
actual childcare places. This appears to be the case in parts of London and the South East. As a 
result, providers are making up losses through an informal cross-subsidy mechanism in which 
supplements are charged to parents to cover the gap from the government-funded hours. Since 
the roll-out of the new scheme, we have seen reports of providers increasing the price of extras 
charged to parents (such as meals and nappies) and increasing the hourly rate charged to 
parents for unfunded places (childcare for babies, younger children and paid two-year olds, for 
instance) leaving some families in a worse financial situation than previously.  
 
Finally, the committee is concerned about the possible unintended consequences of the new 
scheme, such as the erosion of the provision for disadvantaged two-year olds in London. In 
London, the funding rate is higher for three- and four-year olds than for two-year olds, leading 
some providers to shift their government-funded places from two-year olds to places for three- 
and four-year olds.  
 
London already has the lowest take-up of free entitlement for two-year olds in the country. 
One reason for this low take-up is the limited places offered by providers for disadvantaged 
two-year olds because of the higher expenses involved in provision and the lower likelihood of 
parents buying additional hours to cover costs. Yet, studies conducted, for example, by 
Islington Council and Ofsted found that children who had a funded two-year-old place had 
better levels of development at the age of five than children who did not have a funded place.  
 
Getting the scheme right is vital for family well being and to support overall economic activity. 
Given our findings we would wish to see the Government conduct a thorough review of the 
scheme to determine whether families’ finances have improved and how the scheme is 
impacting on other Government schemes, including the 15 hours free childcare for 
disadvantaged two-year olds. The assessment could helpfully include regional reviews.     
 
An appropriate funding rate and formula are key for a successful publicly funded early years 
childcare system. We would welcome Government recognition that the current commitment to 
30 hours can only be achieved with a long-term sustainable funding plan.   We would urge 
Government to commit to an annual assessment of early years funding and review the funding 
rate yearly to take inflation into consideration. It would also be helpful for the funding 
arrangements to recognise the different costs of providing childcare in different areas of the 
country. 
 
The committee hopes that you will find the points raised in this letter useful and that the 
Department will investigate the points raised in this letter. As a committee, we will continue to 
monitor the delivery of the Government’s expansion of free childcare provision across the 
capital. We look forward to receiving your response.  
 

                                                 
3 Child Poverty Action Group, Child poverty facts and figures. 



 
 

Please send a copy of your reply to Pauline Niesseron, Assistant Scrutiny Manager at 
Pauline.niesseron@london.gov.uk. 
 

Yours Sincerely, 
 

 
 
   
 
 

Caroline Russell, AM        
Chair of the Economy Committee 
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