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Executive Summary



The Single Funding Formula will fund 15 hours per week for the provision of the Free Early Education Entitlement for 3 & 4 year olds in maintained nurseries and nursery classes, private, voluntary and independent early years providers and network childminders
The Department for Children Schools and Families (DCSF) has required all Local Authorities to review how they distribute early years funding and to introduce a Single Funding Formula (SFF), to take effect from April 2010.  

There are transitional arrangements in place to ensure that individual settings are not negatively affected by the introduction of the formula and Salford has included a minimum funding guarantee within the formula for a transitional period until March 2012.  This amount is set at £3.53 per child, per hour, which is the current hourly rate. This means that in cash terms, there is no negative cash impact on providers and therefore avoids sustainability issues as a result of the implementation of the formula.  Over 80% of providers will benefit or be cost neutral from the introduction of the Single Funding Formula. The providers receiving the lowest hourly rates are those who:
· Have not engaged with, nor accessed the quality indicators supplementing the base rates

· Do not offer the entitlement flexibly 

The Single Funding Formula will provide an incentive to providers to continue developing the quality of their provision and to offer the free entitlement flexibly to give parents choice over how and where the entitlement can be accessed.  The Single Funding Formula in Salford has been developed in line with the legislation and guidance released by Government and includes the following supplements:

	· Base Rate (sector specific)
	

	· Deprivation
· Flexibility

· Quality Indicators
	


Background 


The Department for Children Schools and Families (DCSF) has required all Local Authorities to review how they distribute early years funding and to introduce a Single Funding Formula (SFF), to take effect from April 2010.  The Single Funding Formula will:

· Address the inconsistencies in how funding is currently distributed to the maintained sector compared to the Private, Voluntary and Independent sector (PVI)

· Ensure that the same elements are taken into consideration when allocating funding

· Ensure the formula is fair and transparent

· Recognise the different costs of particular sectors and populations of children 

· Support the introduction of the flexible and extended entitlement

Schools Forum delegated this responsibility to a representative group of providers from all sectors which have reported back to Schools Forum.  The review group has considered the following areas:
· A review of current costs of provision across the different types of providers
· A review of factors to be incorporated into a single funding formula, with a view to implementing the new formula

· The duty upon Local Authorities to ensure parents have sufficient choice to access the free entitlement flexibly

· The consultation process
Single Funding Formula Principals



Government Vision:  The Government aims to ensure that free entitlement funding is provided on a fair and consistent basis to providers, and that rates reflect the costs of provision locally. Funding should support sustainability and promote good practice, especially in relation to quality and flexibility. It should be provided in a way that is transparent to providers and money should follow the child, rather than supporting empty places. 

Local Authorities are required in legislation to develop and use a Single Funding Formula to fund the free early education entitlement in the maintained and PVI sector for a maximum of 15 hours per week over 38 weeks or 570 hours per year. The Single Funding Formula in Salford has been developed in line with the legislation and guidance released by Government and includes:

· Base Rates – To reflect the variances in sector costs, informed through a cost analysis exercise and to form typical cost models for each sector. 

· Supplements - To reflect the population of the children taking up the entitlement within each setting and how each setting operates, this should include
· Deprivation – To be inclusive and meet the needs of the most deprived children and work towards narrowing the gap in the most disadvantaged communities. 
· Quality – To acknowledge that employing quality staff and undertaking/delivering high quality services have a cost implication and by doing so, it has been proven through research, to result in better outcomes for children. 
· Flexibility – To encourage settings to be more flexible so parents have increased choice over how they “spend” their entitlement. 

· Counting Mechanisms – To be distributed on participation led funding based upon at least three counts across all sectors. Local Authorities should be mindful of provider cash flow and may differ from sector to sector. 

 Supplements within the Formula and Definitions 



Base Rate
Each sector will have a different base rate. The base rate is considered sufficient to deliver the entitlement without a cost to the provider.  This has been informed by conducting a cost analysis across all sectors, the conclusions of which informed the development of a typical cost model and the new base rates. 

Deprivation
The deprivation tool used to generate a score is IDACI – Income Deprivation Affecting Children Index 2007.  IDACI covers children aged 0-15 living in income deprived households, described as either households receiving Income Support, Job Seekers Allowance – Income Based, Pension Credit or those in receipt of Working Tax Credit or Child Tax Credit with an equivalised  income below 60% of the national median below housing costs. The IDACI is the proportion of children living in such households as a proportion of all children aged 0-15. This score can then be ranked nationally and a percentage generated. The most recent data available for use is based on information collected in 2007.  

In Salford, a childcare setting will have their IDACI score calculated annually using information gathered from the Early Years and Schools Census data.  Each eligible child attending the setting will generate an individual IDACI score using their postcode, the average score will be taken to become that providers IDACI score. The average score is based on the children attending the setting NOT on the postcode of the setting.   

Flexibility
The formula supports and promotes flexibility through the Single Funding Formula; Salford’s definition of Flexibility is based upon the number of hours per day a provider is open, therefore reflecting their ability to offer the free entitlement flexibly and contribute to the minimum core offer available to parents which is due to be introduced from September 2010, pending consultation:

	· 3 hours a day over 5 days per week

	· 5 hours per day over 3 days per week

	· 6 hours + 6 hours + 3 hours over three days per week (pending DCSF consultation)

	· 9 hours + 3 hours + 3 hours over three days per week (pending DCSF consultation)


Quality Indicators
The formula promotes a clear and consistent approach in the expectation that providers continue to provide a good quality service by high quality staff in a high quality environment.  This vision is reflected in four quality supplements below:

· Engagement with the Quality Improvement Framework - to be in receipt of this supplement, it is dependent on an officer from the EYFS Team or a School Improvement Partner (SIP) agreeing that the setting is fully engaged with Salford’s Quality Improvement Framework (QIF). This will involve meeting the following as a minimum:
· The setting is using the Quality Improvement Framework (or alternative self evaluation tool recognised by the Lead Officer for EYFS) as a tool for reflection and continuous improvement 
· Visit reports from an officer from the EYFS Team or a School Improvement Partner (LA maintained schools only) show that the setting is fully engaged in cyclical processes of evaluation and improvement
· The setting is actively working on an agreed Action Plan for improvement arising from an evaluation against the Quality Improvement Framework (or recognised alternative)
· 75% of staff, working within the EYFS age range, qualified at NVQ level 3 or above – informed by an annual audit. 
· ICAN Accreditation – to have completed the “supportive” level accreditation 
· Early Years Professional OR Graduate Leader – to be leading practice across the EYFS age range
Minimum Funding Guarantee
Salford have committed to including a cash limited figure of £3.53 for a transitional period until March 2012. This rate will not be subject to inflation rises.  This will be maintained for 2010/11 and 2011/12 to assist settings to adjust to their new funding levels.

Continuous Review
There is a clear need to continue to review the operation of the new formula in 2010/2011 and beyond to ensure that it remains fair and equitable. This will be carried out by the Early Years Funding Group.    

The table below outlines the base rate and supplements which are proposed within the Single Funding Formula in Salford:

	Base Rate
	Sector Description
	Amount per pupil per hour (2010/11)

	
	Maintained Schools
	£3.44

	
	Private Day Nursery
	£3.17

	
	Pre School / Playgroup
	£3.15

	
	Childminder
	£2.96

	
	Independent Schools
	£3.16

	
	Children’s Centres
	£3.31

	
	
	

	Deprivation
	Calculated using the average IDACI
 score for all children attending each setting.
	

	
	Within 0% - 5% 
	£0.35

	
	Within 5% - 25%
	£0.27

	
	Within 25% - 50%
	£0.20

	
	Over 50%
	£0.15

	
	
	

	Quality
	Engagement with QIF
	£0.05

	
	75% of staff qualified at NVQ level 3

	£0.05

	
	Supported Level ICAN Accreditation
	£0.08

	
	Early Years Professional OR Graduate Leader 
	£0.10

	

	Flexibility
	Based on the number of hours open per day
	

	
	Between 4 ½ - 6 hours
	£0.04

	
	6 hours – 8 hours
	£0.08

	
	8 hours plus
	£0.16


Using the proposed funding rates overleaf, the maximum budget would be split in the following way across the various sectors:

	
	Maintained Schools
	Private Day Nursery
	Pre School / Playgroup
	Independent School
	Children’s Centre
	Childminders
	Average 


	Base Rate
	81.3%
	80.1%
	79.9%
	80.0%
	80.7%
	78.9%
	80.2%

	Deprivation
	8.3%
	8.8%
	8.9%
	8.9%
	8.5%
	9.3%
	8.8%

	Quality
	6.6%
	7.1%
	7.1%
	7.1%
	6.8%
	7.5%
	7.0%

	Flexibility
	3.8%
	4.0%
	4.1%
	4.1%
	3.9%
	4.3%
	4.0%


The examples below show how the formula has been applied to a sample of providers to give a final rate per pupil per hour.   

Example 1:  Private Day Nursery with a weighted IDACI score of 32%, open for 10 hours per day.  They have been ICAN accredited to a supportive level and have recently employed an Early Years Professional. 

	EXAMPLE ONE
	Description
	Amount
 

	Base Rate
	Private Day Nursery
	£3.17

	Deprivation
	32%
	£0.20

	Quality
	Early Years Professional
	£0.10

	
	ICAN Supportive Level
	£0.08

	Flexibility
	8 hours plus
	£0.16

	
	
	

	Formula Amount per pupil per hour

Final rate per pupil per hour
	£3.71
£3.71


Example 2:  Playgroup / Pre School with a weighted IDACI score of 30% open for 6 hours per day. This provider is not working towards any of the quality indicators.

	EXAMPLE TWO
	Description
	Amount
 

	Base Rate
	Playgroup / Pre School
	£3.15

	Deprivation
	30%
	£0.20

	Quality
	
	

	Flexibility
	6 hours
	£0.08

	
	
	

	Formula Amount per pupil per hour

Minimum Funding Guarantee required
Final rate per pupil per hour
	£3.43

MFG

£3.53


Example 3:  Playgroup / Pre School with a weighted IDACI score of 20% open for 6 hours per day. This provider has engaged with QIF and has over 75% of staff qualified at NVQ level 3 or above.
	EXAMPLE THREE
	Description
	Amount
 

	Base Rate
	Playgroup / Pre School
	£3.15

	Deprivation
	20%
	£0.27

	Quality
	Engage with QIF

75% qualified to  NVQ 3 +
	£0.05

£0.05

	Flexibility
	6 hours
	£0.08

	
	
	

	Formula Amount per pupil per hour

Final rate per pupil per hour
	£3.60
£3.60


Example 4:  Independent School with a weighted IDACI score of 18% open for 8 hours per day. This provider has an EYP leading practice across the EYFS ago range. 
	EXAMPLE FOUR
	Description
	Amount
 

	Base Rate
	Independent School
	£3.16

	Deprivation
	18%
	£0.27

	Quality
	EYP
	£0.10

	Flexibility
	8 hours
	£0.16

	
	
	

	Formula Amount per pupil per hour

Final rate per pupil per hour
	£3.69
£3.69


Claiming the Funding



Provider Agreement
Are now included in the Draft Code of Practice on Provision of the Free Early Education Entitlement for 3 & 4 Year Olds. It is within a provider’s individual agreement where it will outline funding rates, showing which supplements and rates will be applied to their setting.  Agreements will also set out each provider’s contribution to the local flexible offer, particularly with regards to meeting the minimum core offer in Salford and adhering to the Codes of Practice. 
Parental Contracts
A Parent Declaration Form is an agreement between a parent and a provider. The agreement will gather basic child information e.g. name, address, ethnicity, date of birth and also the name of the provider(s), the amount of hours per week and how they are being used e.g. stretched or term time only. 

Contracts need to be completed once when a child begins the setting, unless any details change i.e. the child changes provider.  Once a three week settling in period has been completed, should parents wish to move a child to a new setting, the funding would remain with the initial provider and not follow the child. In exceptional circumstances, which must be authorised by the Local Authority through Salford Family Information Service, funding can follow the child. Exceptional circumstances are defined as follows:
· If a family move into another area

· Where there is a change to the child’s main carer

· Due to child protection, domestic violence or witness support/protection. 

· In the best interest of the child

· If a siblings moves school and travelling becomes an issue. 

· Due to changes in the parents employment 

Payment Processes and Budgets 


Indicative Budgets 

Across all sectors, providers will receive an Indicative Budget Allocation before 31st March. This will be based the take up of hours of the previous three term’s actual number of eligible three and four year old children. Actual payment figures will be released to providers on a termly basis following headcount. 
Termly Participation Led Count

Every setting will conduct a participation led termly headcount which requires submitting information on the number of children and hours being accessed.   This means that the funding will no longer be place led. It is possible for a provider to submit estimates prior to the start of each term. The count will occur on the 3rd Thursday of each new term.  Information, including Parent Declaration Forms, should be submitted one week later. If a child is present on the count week then the provider secures funding for that child for the entire term and that child cannot access the free entitlement elsewhere without the prior consent of the Local Authority.  


Payment Processes

Payment to the PVI sector will be made termly, 50% based on estimate information prior to each term (if a provider chooses to complete the estimate information).  The balancing payment is made following the termly count, three weeks into each new term.  Adjustments to will be made on a termly basis and will take into account late starters from the previous term or changes to the estimate. Payment is made based on the actual number of children/hours attended each term according to Parent Declaration Forms. 

Maintained providers will continue to receive their tranche payments in accordance with the current system.  The total number of hours attended per year will be calculated and adjustment made at year end. Schools will be advised of revised figures on a termly basis.   

Impact on Individual Settings 


There are transitional arrangements in place to ensure that individual settings are not negatively affected by the introduction of the formula and Salford has included a minimum funding guarantee within the formula.  This amount is set at £3.53 per child, per hour, which is the current hourly rate. This means that in cash terms, there is no negative cash impact on providers and therefore avoids sustainability issues as a result of the implementation of the formula.  Over 80% of providers will benefit or be cost neutral from the introduction of the Single Funding Formula. The providers receiving the lowest hourly rates are those who:
· Have not engaged with, nor accessed the quality indicators supplementing the base rates

· Do not offer the entitlement flexibly 

It is Salford’s vision that the Single Funding Formula will provide an incentive to providers to continue developing the quality of their provision and to offer the free entitlement flexibly to give parents choice over how and where the entitlement can be accessed.  

The table below shows the average level of funding attracted by supplement per sector:
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Consultation  


The consultation on Salford’s proposed Single Funding Formula will begin on 24th November 2009 and responses will be considered up to the closing date on Friday 8th January 2010.  Consultation on the implementation of Salford’s Single Funding Formula will be targeted at the following key stakeholder groups:

	· Head Teachers and Governing Bodies in all maintained settings with nursery provision
	· Managers, Proprietors and Head Teachers in all Private, Voluntary and Independent Settings

	· Accredited Network Childminders and qualified network coordinators / development officers
	· Schools Forum
· School Improvement Partners

	· Primary Heads Association
	· Parents and general public

	· Early Years Funding Group
	· All Members of Salford City Council

	· Early Years Foundation Stage team
	


This consultation document is available to download on www.salford.gov.uk/sffconsultation.htm 
There are a series of briefing sessions arranged for each locality; earlier sessions are targeted at the Maintained sector and later sessions at the PVI sector, this is to keep sessions focused and relevant for attendees.  Parking and refreshments will be available for each session. 

· 4pm until 5:30pm for Maintained schools. 

· 6pm until 7:30pm for Private, Voluntary, Independent providers. 

	Lark Hill Community Primary School,

Liverpool Street, Salford, M5 4BJ
On Monday 14th December 2009
	St Paul’s (CE) Heathside Primary School, 

Heathside Grove, Walkden, M28 3NZ

On Wednesday 16th December 2009

	Moorfield Primary School, 

Cutnook Lane, Irlam, M44 6GX

On Tuesday 15th December 2009
	Grosvenor Road Primary School,

Parkgate Drive, Swinton, M27 5LN

On Thursday 17th December 2009


To register your attendance at one of the above briefing sessions please contact Salford Family Information Service at FIS@salford.gov.uk  or 0800 195 5565

Timeline for Key Decisions  


	2009 
	

	October 
	· The finalised documentation is shared with the Early Years Funding Group 

· Consultation document prepared and passed to Leadership Team

	November
	· Local Authority send the consultation document and response forms to key stakeholders

	December
	· Briefing sessions on the proposed Single Funding Formula take place

	
	

	2010
	

	January
	· Closing date for all consultation response forms

· Responses are analysed and prepared for consideration by the Early Years Funding Group

· Cabinet requested to approve / sign off the Single Funding Formula 



	February
	· Providers across all sectors completed self assessments and audits to determine their funding rates for 2010/11

	March
	· All Early Years settings informed of their indicative budgets

	April
	· Single Funding Formula implemented

	September
December
	·  Introduction of the flexible and extended entitlement across all sectors
· Review operation of new formula


Further Information and Contacts


For more information or to download the response on line, go to www.salford.gov.uk/sffconsultation.htm    

To return your consultation response by post, please send to:

Salford Family Information Service

Children’s Services

Minerva House

Swinton, Salford

M27 4EQ

For additional copies of the consultation document, please contact Salford Family Information Service 0800 195 5565

Email:  FIS@salford.gov.uk 

To register your attendance at a briefing session, please contact Salford Family Information Service on 0800 195 5565

Email:  FIS@salford.gov.uk 

For any other enquiries please contact: 

Lynda Trueman, Lead Officer EYFS at lynda.trueman@salford.gov.uk 

Paula Summersfield, Principal Group Accountant at paula.summersfield@salford.gov.uk
Gemma Pagett, Early Years Project Officer at gemma.pagett@Salford.gov.uk 

Consultation on the Single Funding Formula





�





The Single Funding Formula will fund 15 hours per week for the provision of the free early education entitlement for 3 & 4 year olds in maintained nurseries and nursery classes, private, voluntary and independent early years providers and network childminders
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Over 80% of providers, after implementing the formula will gain or be cash neutral following the introduction of the Single Funding Formula.  





Currently, there are 30 settings who will receive the Minimum Funding Guarantee rate of £3.53, who on average are being awarded 10p less than the current rate, this breaks down as follows:





20 (83%) of playgroups, average  loss 11p


5 (62.5%) of Independent Schools, average loss 9p


1 Childminder, average loss 1p


4 (11%) of Day Nurseries average loss 7p








This is because:


25 have not picked  up supplements from any of the quality indicators


4 do not offer the free entitlement flexibly, or only have limited flexibility 


1 has significantly lower running costs





 








� Income Deprivation Affecting Children Index 2007


� Working within the EYFS age range


� Amount per pupil, per hour


� Amount per pupil, per hour


� Amount per pupil, per hour


� Amount per pupil, per hour





PAGE  
Consultation on the Single Funding Formula for the Provision of the Free Early Education Entitlement





Page 17 of 17

