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1. Background
1.1
The Department for Education (DfE) published a national consultation in summer 2016, seeking views on proposals to change the way in which both Local Authorities and childcare providers are funded from April 2017 onwards.
1.2
The proposals set out within the DfE's consultation document can be summarised into the following areas:
· Changes to the funding arrangements from Central Government to Local Authorities;
· Changes to funding arrangements from Local Authorities to early years providers;
· Meeting the needs of children with special educational needs and disabilities (SEND); and
· Transition to the new funding arrangements.
1.3
In developing the proposed national funding formula the DfE states that it has drawn on evidence collected from the 'Cost of Childcare Review' to identify the key drivers of cost variation. The proposed formula contains the following three factors:
· A universal base rate of funding for each child;
· An additional needs factor; and 
· An area cost adjustment.
1.4
The Government consulted on 3 key areas which impact on East Sussex: capping the funding Local Authorities utilise to discharge their statutory duties, requiring Local Authorities to have an 'inclusion fund' to support children with SEND, and obliging councils to have a nationally shared approach to their local formula, namely:
· A universal base rate for all types of provider;
· A mandatory deprivation rate; and
· A choice of several additional supplements (e.g. rurality, flexibility).
2. Current Position
2.1 
The current Early Years Funding Formula (EYFF) for three and four year olds in East Sussex consists of:

· A universal base rate;
· A deprivation supplement; and

· A quality supplement.
2.2
Funding for eligible two year olds is a universal base rate and an additional one pound per hour for identified vulnerable children, i.e. those on a Child Protection Plan or Education and Health Care Plan. 

2.3 
East Sussex already has an ‘inclusion fund’ in place that supports SEND children to access their free 15 hours of early education. 

3. Impact of the new funding formula 
3.1
Overall Early Years providers in East Sussex will gain from the new EYFF when it is implemented from April 2017.
3.2
An expectation that all providers receive a minimum funding level of £4.00 for three and four year olds by 2018/19, was laid out by the DfE’s in their consultation response released in December 2016. Eligible funded two year olds will receive £5.20 per hour.  East Sussex will look to remove the current quality supplement as it does not meet criteria laid out in the new formula and will pass through all available funding via the base rate, thus reaching the minimum funding levels outlined in proposals. Unfortunately East Sussex’s early year’s budget allocation does not allow for the inclusion of a discretionary supplement that would support rurality/sparsity and there is no flexibility to top slice rurality. However, it is hoped that an increase in funding of 10% per hour over the next two years will enable all early year’s providers to remain sustainable. 
3.3 
Anecdotal data implies dropping birth rates are currently impacting on some provision in rural areas but the introduction of the new 30 hour offer from September 2017, which is intended to support working families with their childcare costs, will have a positive impact on the sector as families increase their take-up of funded hours. 
3.4
East Sussex launched an online survey in December 2016 to give early year’s providers an opportunity to comment on the proposed changes to the EYFF.
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