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ALLOCATION OF EARLY YEARS BLOCK 2018-19

Responsible Officer Neville Ward
e-mail: neville.ward@shropshire.gov.uk Tel: 01743 254552

Summary

This paper is to inform School Forum of the proposals for the allocation of the Early 
Years Block funding in 2018-19.

Recommendation

To note the proposals for the allocation of the Early Years Block funding in 2018-19.

REPORT

Background

1. The Education, Skills & Funding Agency (ESFA) has recently updated its 
operational guidance in terms of the allocation of funding to local authorities for 
the provision of the free early years entitlements.  Whilst there are no changes 
which impact significantly on the way in which the Early Years Block funding is 
allocated in Shropshire it would seem to be an opportune time to confirm our 
funding arrangements for the current financial year to forum.

2. The Early Years Block funding covers the delivery of the following entitlements:
 the 15 hours entitlement for disadvantaged two year olds
 the universal 15 hours entitlement for all three and four year olds
 the additional 15 hours entitlement for eligible working parents of three 

and four year olds
 the Early Years Pupil Premium (EYPP)
 the Disability Access Fund (DAF).

3. The funding for local authorities to provide the above entitlements form the 
Early Years Block of the Dedicated Schools Grant (DSG).  The key 
requirements on local authorities in terms of how they use funding within the 
Early Years Block are as follows:
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4. Local authorities must:
 plan to spend at least 95% of their funding for the three and four year 

old entitlements on the delivery of the entitlements for three and four 
year olds

 move toward a universal base rate for funding for all providers in their 
three and four year old formulae

 must use a deprivation supplement in their local three and four year old 
formulae

 must not channel more than 10% of their funding for the three and four 
year old entitlements through funding supplements

 provide a SEN fund for three and four year olds
 pass on EYPP and DAF funding in full to providers

Compliance with the above requirements is monitored through the annual 
section 251 return.

5. At the moment, Shropshire is only aware of the initial funding allocations.  
ESFA will update these allocations in:
 July 2018, based on January 2018 census numbers
 July 2019, based on five twelfths of the January 2018 census numbers 

(to cover the April 2018 to August 2018 period), and seven twelfths of 
the January 2019 census numbers (to cover the September 2018 to 
March 2019 period)

This means that the final allocations for  each of the funding streams will be 
based on (5/12 x January 2018 census numbers) + (7/12 x January 2019 
census numbers).

Funding

6. The Initial 2018-19 Early Years block allocation for Shropshire is as follows:

Funding for the universal three and four year old entitlement £9,751,162
Funding for the extended three and four year old entitlement £3,374,537
Funding for the two year old entitlement £1,738,090
Funding for the Early Years Pupil Premium £86,199
Funding for the Disability Access Fund £51,045
Total £15,001,033
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7. The current budgeted spend of this initial allocation is as follows:

Universal three and four year old entitlement £9,033,015
Extended three and four year old entitlement £3,018,845
Two year old entitlement £1,694,639
EYPP £86,199
DAF £51,045
Sustainability funding £300,000
Deprivation funding £300,000
SEN fund £200,000
Central retained funds £317,290
Total £15,001,033

Further detail in relation to each of the above:

Universal and Extended three and four year old entitlement

8. The hourly rate at which the local authority is funded by the Department for 
Education (DfE) for the provision of these hours  is £4.30 per hour per child.  
The hourly base rate the funding is passed on to providers for the provision of 
the entitlements is £3.90 per hour per child (91%), thereby meeting the 
requirement set out above not to channel more than 10% of the funding 
allocation through supplements

Two-year-old entitlement

9. The hourly rate at which the DfE fund local authorities for the provision of these 
hours is £5.20 per hour per child.  The hourly base rate the funding is passed 
on to providers for the provision of the entitlements is £4.96 per hour per child 
(95%).

EYPP and DAF

10. The funding streams are passed on in full to providers based on claims made 
by them for those children meeting the relevant eligibility criteria.

Supplements to the base rates of funding

11. The funding formulae for Shropshire allows for two additional supplements to 
the universal base rate of £3.90 per hour per child for three and four year olds.  
These are as follows:

a) Sustainability

Sustainability funding is allocated by the local authority to early years providers 
to ensure that the statutory duty to provide sufficient free early years 
entitlement places across the whole of the county is met.  In the main the 
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funding is used to ‘top-up’ the amount of per pupil funding paid to providers in 
more rural areas to ensure that they have enough overall income to continue to 
operate. Whilst the level of funding paid to each setting will be defined on a 
case by case basis, considering the particular circumstances of the provider, 
the basis for funding is clearly set out and consistent across all providers.  A 
small element of this funding is also used to  support providers in short term 
crises.

b) Deprivation

The authority has changed the way in which the early years disadvantaged 
supplement is calculated and paid to early year providers from the start of the 
financial year 2018/19.  Full details of these changes were explained to 
Schools Forum in a presented at the 18 December 2017 meeting.  In the future 
funding will be distributed to providers based on an IDACI measure of children 
attending the setting.  Some funding will also be distributed to meet the needs 
of families in short term crises.

With both sustainability and deprivation funding being passed on in full to 
providers the total amount of the EY block which we plan to allocate to 
providers is £14,607,262 (97.4% of our initial allocation).

Central retained funds

12. The local authority intends to retain £393,771 (2.6%) of the overall allocation of 
funding for the universal and extended free entitlement for three and four year 
olds.  This is well within the required 5% maximum amount that can be retained 
centrally under the new regulations. 

13. This funding is primarily used for the following purposes:
i. Salary costs for approximately 6 FTE staff employed within the early years 

service which includes staff to support SEN, safeguarding and collection 
of data and distribution of funding to early years providers

ii. Provision and maintenance of early years funding portal
iii. Repairs, maintenance and running costs for a small number of buildings 

still owned by the local authority from which childcare is delivered
iv. Provision of information, support and guidance to settings failing their 

Ofsted inspection
v. Provision of statutory CPD and training including safeguarding and SEN.

Conclusion

14. In terms of how the Early Years Block will be allocated and spent, the local 
authority is operating within the requirements set out by the ESFA.  Whilst 
there are often pressures on different parts of the  overall funding allocation at 
different times the overall aim is to pass on as much  of the funding allocation 
as possible to providers whilst ensuring that the statutory duties are met. 



5

15. The authority is aware that many of the county’s childcare providers are 
concerned at the overall level of funding they receive and whether they can 
continue to remain sustainable and offer the free entitlements given the rate at 
which they are reimbursed.  Everything is being done at the local level to pass 
on the highest possible hourly rate to providers, but there remains a case for 
continuing to lobby at a national level for more funding for Shropshire.

 


