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5th March 2010
We applaud the steps taken in the Pre-Budget Report to protect spending on Sure Start and the early years’ free entitlement. We are grateful for the enormous commitment shown to early childhood education and care and believe this final Budget before the general election provides another opportunity to re-assert your commitment to the early years agenda, both to protect the investment already made and to fill some of the gaps which prevent Britain’s childcare system being described as truly universal. 
We recognise the extremely challenging fiscal position, but investment in early childhood education and care is an investment both in the future of our children, and also in parents who need affordable childcare in order to return to or remain in work. The recession should not derail momentum towards a world-class childcare system.
This Government has made enormous strides in terms of investment in tax credits, the free entitlement and Sure Start children’s centres. However, further bold measures are needed. Neither your target to abolish child poverty, nor your aspiration to see 80% of working age adults in employment, can be achieved without further steps forward on childcare. We therefore believe that further measures are needed in three areas:
· Protecting and extending the free entitlement and making sure extended schools provide a genuine offer of wraparound childcare
· Reforming the childcare element of tax credits, and
· Taking further steps to improve the quality of childcare.
Protect and extend early years funding
We welcome the commitment that the Government has made to protecting front line spending on Sure Start, but would welcome a commitment that other areas of early years spending will be protected, in particular to protect and extend the free childcare entitlement for 3 and 4 year olds, which is increasing to 15 hours from this September, and to increasing funding for extended schools so that all children have access to wraparound care. 
Although spending on early years has increased over the last decade, it has not increased as a proportion of total spending on children and young people, despite the evidence that spending has the biggest impact on children’s life chances during their early years. The Marmot Review Fair Society, Healthy Lives, commissioned by the Department of Health, makes a strong case for shifting the balance of expenditure towards the early years, and using that expenditure to reduce inequalities. It shows that taking into account spending on schools, further and higher education, the proportion of spending on the education of under-fives has remained virtually static since 2001-02 at 8% of total spending.
Further increases are needed, because parents still cite affordability of childcare as the main barrier to them using childcare services. Our recent 2010 childcare costs survey found that the cost of childcare had risen by more than inflation in most areas, with the average cost of a part-time nursery place for a child aged under two standing at £88 per week, compared with average part-time earnings of £153 per week. We therefore recommend that Government should:
· Commit to increasing spending on the early years as a proportion of the total expenditure on children and young people
· Extend the free entitlement for all three and four year olds to at least 20 hours per week and for 48 weeks in the year, and extend free places to two year olds in line with recommendations drawn from the current pilots. 
· Give local authorities the means to develop sustainable services in poorer areas and provide free places for those missing out, including places for disabled children, parents needing out of hours care, Further Education students and parents of under-threes who want to train. 
· Continue funding the Childcare Affordability Programme (CAP) and consider extending the principle to other cities and regions, including rural areas and places for disabled children. 
· Provide further incentives to schools to provide a genuinely wraparound childcare offer to parents, including free places for low-income families, holiday schemes and subsidised places for all children, aiming ultimately to make them free.
Reform the childcare element of WTC
Although help with childcare costs is currently available for many families through the Working Tax Credit (WTC), and some reforms to the childcare element are being piloted, the remaining costs still act as a barrier, making real childcare choices out of reach for many. It is vital that further support is offered and that it is targeted at the poorest families, to help lift them out of poverty. Additionally it is known that take up of the childcare element of WTC is low as a proportion of all eligible families – partly because the current system is confusing to many parents, and partly because even when receiving full entitlement, the remaining 20 per cent of costs can still be prohibitive, particularly in high cost areas.  We recommend the following changes:
· Increase the proportion of help with childcare costs available through tax credits from 80 to 100 per cent, as is being piloted in London. At the very least, creating a 100 per cent childcare costs subsidy should be considered either for families on very low incomes, or for specific families – in a similar way that the Government is currently doing for 50,000 workless parents undergoing training to prepare for work.

· Separate the childcare element from WTC and either include it under the Child Tax Credit or make it into a separate programme, retaining a single form for simplicity.  
· The more radical step is to remove the work requirement for parents so that childcare support is provided to parents claiming the Child Tax Credit only. This is because we know that childcare brings positive outcomes for children and this should not depend on whether both of their parents are in paid work. This would also enable parents who are students to claim the childcare element.
Improve the quality of childcare
The benefits for children of a quality childcare experience in the early years and beyond are manifest – only the highest quality childcare will deliver improved outcomes for children and therefore have an impact on inter-generational child poverty.  We warmly welcome the investment and initiatives aimed at raising the levels of care and education expected in Britain’s childcare settings. However, funding is still desperately needed to meet the sector’s aspirations of upskilling a still largely under-qualified and low-paid workforce, especially as staff qualifications have been shown to have the biggest impact on the quality of settings and therefore on children’s outcomes. The Marmot Review also cited quality as one of the key priorities for reducing inequalities, starting with the most disadvantaged children (accompanied by outreach to improve take up) but extending across the ‘social gradient’ so that by the period 2020 all children have access to good quality early years education and childcare. 
Daycare Trust recently published Quality Costs, a research project carried out with IFS and the Social Market Foundation, which modelled what high quality childcare would look like and cost. We have suggested a three-pronged reform package which would cost the Government £7.5bn per year with an additional £2bn from parents. We acknowledge the size of this package, but point out that this would take Government spending on early years education and care to around 1% of GDP (from below 0.5% now), which would be in line with international targets and still below that in the Scandinavian countries. To that end we would recommend the government should:
· Commit to improving the quality of childcare in line with the Marmot Review and Daycare Trust’s Quality Costs proposals.
· Ensure the Graduate Leader Fund provides long-term and ongoing funding to support and reward staff gaining higher level qualifications - too many settings are put off improving qualification levels because once staff have been trained to a higher level they would be unable to pay appropriate salaries without the fund’s support.   
· Ensure that the new Early Years Professional Status is afforded the same status (and the same pay scales) as qualified teachers to encourage people to train and remain in the role. Settings will need support to finance this as the market (parents) cannot continue to bear the lion’s share of childcare costs. 
· Set new standards for the pay of all childcare workers, either through national benchmarks or through incentives such as the Graduate Leader Fund.
We hope that these suggestions can be taken on board by the Treasury when considering how to allocate resources in the coming year.  If you would like further information about any of our proposals included here, please do not hesitate to contact me on: 020 7940 7529 x211.
Yours sincerely,
Alison Garnham 
Chief Executive
Cc: 
Rt Hon Ed Balls MP, Secretary of State for Children, Schools and Families
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