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1 Purpose of this paper 
 
1.1 This paper explains the outturn position for 2020/21 and the arrangements for early years 

education during 2021/22. 
 
2 Background 
 
2.1 The Early Years Block of the Dedicated Schools Grant (DSG) provides funding to support 

delivery of the early years entitlements in all early year’s settings, including private, voluntary 
& independent settings (PVIs), maintained nursery schools, and nursery classes in infant and 
primary schools.   The early years entitlements are: 
 
- 15 hours entitlement for disadvantaged two year olds  
- Universal 15 hours entitlements for all three and four year olds  
- Additional 15 hours entitlements for eligible working parents of three and four year olds.  
- Early Years Pupil Premium for eligible three and four year olds  

- Disability Access Fund – for children in receipt of the Disability Living Allowance - to 
support disabled children’s access to the entitlements for three and four year olds, e.g. to 
support providers making adjustments to their settings.  

- Maintained nursery school supplementary funding 
 

2.2 The Early Years National Funding Formula (EYNFF) has been operating for four years.  Lambeth 
is amongst the authorities to receive the highest funding per hour for 2, 3 and 4 year old 
provision; highest national rate for 2 year olds and 7th highest rate for 3 and 4 year olds.  The 
two year old rate has been increasing in recent years, from £6.07 in 2016/17 to £6.66 for 
2021/22. 

 
2.3 This single early year’s national funding formula (EYNFF) requires all settings, irrelevant of 

type, to be funded on the same basis i.e. same hourly rate. The first two years were 
transitional, but since 2019/20 all providers are paid on the same rate. 
 

3 Early Years Outturn 2020/21        
 
3.1 Pressures had existed in the Early Years Block throughout 2020/21.  The first term involved 

lockdown with many providers closed, but there was an expectation that early years providers 
should continue to offer places for key workers, including during holidays.  Additional costs 
were incurred to meet these expenses, but £0.458m of costs were funded, as hoped, from 
COVID grant monies the LA received from the Ministry of Housing Communities and Local 
Government.   

 



3.2 Projections reported in the DSG Overview paper in March 2021 were pointing to an overspend 
in the Early Years Block of £0.206m, but, with the help of the COVID grant, some central 
underspends and the impact of the January 2021 census, this was averted.  Table 1 shows the 
comparison between the final outturn and the underlying position reported in March 2021. 

 
Table 1:  Summary outturn spend against funding for Early Years DSG block 2020/21 

 

Breakdown of EY block 

b/f 
balances 

DSG 
Funding 
2020/21 

Net LA 
spend 

2020/21 
Variance 

Previous 
Variance 

(March 21 
SF) 

Movement 

£’000 £'000 £'000 £’000 £’000 

2 Year Olds   (2,830) 2,913 83 214 (131) 

3 & 4 Year Olds   (22,722) 23,013 291 408 (117) 

Central Team   (1,266) 1,290 24 24 0 

SEN Inclusion   (389) 315 (74) 0 (74) 

EY Pupil Premium   (178) 158 (20) 0 (20) 

Disabled Access Fund   (64) 13 (51) 0 (51) 

Total EY DSG  0 (27,449) 27,702 253 928 (393) 

              

COVID Grant  0   (458) (458) (440) (18) 

              

Final EY DSG position 
2020/21 0 

(27,449) 27,244 (205) 206 (411) 

 
3.3 The Early years block allocation for 2020-21 is anticipated to be £27.449m, taking account of 

participation levels in January 2020 (9/12ths) and those in January 2021 (3/12ths).  Final 
confirmation of the updated EY DSG is not expected until summer 2021.  That points to an 
overspend in substance of (£27.702m - £27.449m) = £0.253m, less £0.458m for costs directly 
attributable to COVID that are being covered by the MHCLG COVID Grant represented as a 
budget against the DSG.  Table 2 sets out the basis for the calculation of the income due. 

 
3.4 The DfE has indicated that it will provide additional support for LAs where the January 2021 

census was demonstrably lower due to COVID.  This is not likely to benefit Lambeth, however, 
because the DfE will only provide additional support up to 85% of the participation levels of 
January 2020, which Lambeth exceed. 

 
Table 2:  Composition of the expected Early Years DSG 2020/21 

Income component 

 Jan 2020 
(9/12ths) 

PTE pupils 
(570 hours) 

Jan 2021 
(3/12ths) 

PTE pupils 
(570 hours) 

Composite 
for 2020/21 

PTE pupils 
(570 hours) 

Rate per 
hour (£) 

Total EY 
DSG 

2021/22 
£'000 

2 Year old funding 786 660 754.5 £6.60 £2,839 
3&4 YO funding (Universal) 4,286 4,052 4,227.5 £7.32 £17,640 
3&4 YO funding (Extended) 1,541 1,352 1,493.8 £7.32 £6,234 

EY Pupil Premium 
 

  
 

£178 
Disability Access Fund 

 
  

 
£64 

Maintained Nursery School 
Supplement (MNSS) 

 
  

 
£523 

Prior year adjustment     -£29 

Total based on 9/12th Jan20 and 3/12th Jan21 £27,449 



 
3.5 The underspend of £0.205m is attributable to three main items of broadly equal size, two of 

which are underspends and one is an overspend. 
 
3.6 DfE requirements for Autumn Term.  DfE were aware that participation at most settings 

would be low, compared to autumn 2019, due to COVID19.  They said that funding for the 
autumn term 2020 would be based on participation in January 2020 (rather than January 
2021).  in a period of falling rolls, this was helpful to Lambeth.  Settings were  funded on the 
higher of autumn 2019 or autumn 2020 participation.  This contributed £0.206m  (over) to the 
net overspend and essentially accounted for the variance previously reported. 
 

3.7 Central budgets.  Spend on Early Years Pupil Premium, Disabled Access Fund and the Early 
Years Inclusion Fund were all lower than the final forecast in February 2021 and the COVID 
income was higher (£0.163m under). 
 

3.8 Spring term participation.  Participation levels in the January 2021 census were down 9%, 
compared to January 2020.  Ironically, this helped produce a better outturn position because  
settings are funded one-third (33.3%) of the annualised rate for their January 2021 
participation levels, but the DSG for that term only accounts for 25% of the income (ie 8% of 
the income to pay for the spring term comes from part of the 9/12ths funding based on the 
higher participation in January 2020).  This accounts for the final component (£0.248m under). 

 
4 Early Years Block 2021/22       
 
4.1 The Early Years DSG advised by ESFA in December 2020 has been refreshed to project the 

impact of using the January 2021 pupil numbers.  This means that there is expected to be a 
reduction of more than £2m on the headline income due to lower participation levels.  This is 
set out in Table 3. 

 
Table 3:  Provisional Early Years DSG allocations 2021/22 

Income component 

PTE 
pupils 

(570 
hours) 

Rate 
per 

hour 
(£) 

Total EY 
DSG 

2021/22 
£'000 

Indicative 
Jan 2021 

Census 
Numbers 

 

% 
movement   

Projections 
based on Jan 
2021 Census 

2 Year old funding 786 £6.66 £2,985 660  15% £2,505 

3&4 YO funding (Universal) 4,286 £7.32 £17,884 4,052  6% £16,907 

3&4 YO funding (Extended) 1,541 £7.32 £6,428 1,352  12% £5,641 

EY Pupil Premium   £195    £195 

Disability Access Fund   £66   
 £66 

Maintained Nursery School 
Supplement (MNSS) 

  

£533 
 

 

 

£533 

Total based on January 2020 
participation vs January  2021 
Census   

£28,092 

 

 

 

£25,847 

 
 
4.2 The final DSG will not, however, be based on the January 2021 position.  The DfE has 

recognised that the COVID impacts make it necessary to assess the termly participation levels, 
rather than rely on January 2021 (which was regarded as unusually low).  There will be a termly 
count and 5/12th of the EY DSG will be based on the May 2021 census, 4/12th on the October 
census and 3/12ths on the January 2022 census. 



 
4.3 In theory, this should minimize the differences between funding and spending for individual 

LAs, whether they are in periods of growing or falling participation.  The allocations to settings, 
however, are broadly one-third for each term, whereas the income is based on 5/12ths, 4/12th 
and 3/12ths.  We can only hope that this produces only modest variations. 

 
4.  Risks 
 
4.1 Pupil numbers are continuing to see a downward trend, and this will impact the overall 

position of the Early Years DSG for 2021-22.  This will be updated as part of the January 2022 
census, but Early years team will continue to manage the variations in termly census and 
update Schools Forum in future meetings on the position. 

 
4.2 The current Early Years budget does not set aside any contingency as it has been decided to 

ensure consistency in the current rate values for settings.  There were, in the end, no net 
pressures in the Early Years Block for 2020/21.  1% up or down might be the expected normal 
range for variations arising from pupil number differences.  In the longer term, it would be 
desirable to have DSG balances sufficient to absorb such variations. 

 
5.  Recommendations 
 
5.1  Schools Forum to note this report. 


