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	Electoral Divisions affected:

Accrington South

Accrington West and Oswaldtwistle Central

Brierfield and Nelson West

Burnley Central East

Burnley Central West

Burnley North East

Burnley Rural

Burnley South West

Chorley Central

Chorley North

Clitheroe

Lancaster Central

Mid Rossendale

Nelson East

Ormskirk

Padiham and Burnley West

Pendle Central

Pendle Rural

Preston City

Rossendale East

Rossendale West


The Future of Maintained Nursery Schools
Contact for further information: 

Paul Duckworth, Tel: (01772) 516166, Head of Service - Education Improvement 0-11 (Acting), 

paul.duckworth@lancashire.gov.uk 

	Executive Summary

This report provides an update on the current viability of Maintained Nursery Schools in Lancashire, any areas of concern and the recommended actions. 

Recommendation

Cabinet is asked to: 

(i) Approve the commencement of a formal consultation on the future of those maintained nursery schools identified as currently being 'non-financially viable' or those suffering critical financial stress.
(ii) Approve that the Chair of Governors and the Headteachers for those maintained nursery schools identified as being currently 'financially vulnerable' be requested to provide a sustainable financial recovery plan, with assistance from county council officers.

(iii) Approve that, for those maintained nursery schools identified as being currently 'financially viable', the situation continues to be monitored on a termly basis, to ensure the position does not deteriorate. If any of these maintained nursery schools are identified in the future as being 'financially vulnerable', the Executive Director of Education and Children's Services be authorised to initiate the actions listed under recommendation (ii) above for those nursery schools.  

(iv) Approve that, in the event that the Maintained Nursery School supplementary grant is not extended beyond April 2021, further consideration be given to the long-term viability of maintained nursery schools which would be the subject of a separate Cabinet report.



Background and Advice 

Previous reports have been presented to Education Scrutiny Committee which provided information about Lancashire's Maintained Nursery Schools and, in particular, the current and future financial challenges.    

This report provides an update for Cabinet on the current position of maintained nursery schools support that is being provided to the sector, any areas of concern and recommends how any challenges should be addressed.

Maintained Nursery Schools were set up nationally more than a century ago, to provide early years education and childcare to disadvantaged children in the most deprived areas of England. Although maintained nursery schools are early education providers, they are legally constituted as schools. Like maintained schools, they have a head teacher, governing body, delegated budget and at least one teacher with qualified teacher status, but differ from schools in that they have a dedicated head teacher who is an Early Years specialist. 
Lancashire is one of the largest authorities in terms of its number of maintained nursery schools which currently stands at 24. A summary of each maintained nursery school by district, service planning area and electoral ward is provided below:

	Maintained Nursery School
	District
	Service Planning Area
	Electoral Division

	Rockwood 
	Burnley
	Burnley Central
	Burnley Rural

	Taywood 
	Burnley
	Burnley Central
	Burnley Central West

	Basnett Street 
	Burnley
	Burnley North
	Burnley North East

	Stoneyholme 
	Burnley
	Burnley North
	Burnley Central East

	Reedley Hallows 
	Burnley
	Burnley North
	Burnley Central East

	Rosegrove
	Burnley
	Burnley Outer
	Burnley South West

	Ightenhill 
	Burnley
	Burnley Outer
	Burnley Central West

	Whitegate 
	Burnley
	Burnley Outer
	Padiham and Burnley West

	Highfield  
	Chorley
	Chorley Central
	Chorley North

	Duke Street  
	Chorley
	Chorley Central
	Chorley Central

	Accrington Lee Royd  
	Hyndburn
	Hyndburn East
	Accrington South

	Fairfield  
	Hyndburn
	Hyndburn East
	Accrington West and Oswaldtwistle Central

	Appletree  
	Lancaster
	Lancaster Central
	Lancaster Central

	Newtown 
	Pendle
	Colne
	Pendle Rural

	Bradley 
	Pendle
	Nelson and Brierfield
	Brierfield and Nelson West

	Woodfield 
	Pendle
	Nelson and Brierfield
	Brierfield and Nelson West

	McMillan 
	Pendle
	Nelson and Brierfield
	Nelson East

	Walton Lane 
	Pendle
	Nelson and Brierfield
	Pendle Central

	Stoneygate
	Preston
	Preston Central
	Preston City

	Ribblesdale 
	Ribble Valley
	Pendle Hill
	Clitheroe

	Bacup 
	Rossendale
	Rawtenstall and Bacup
	Rossendale East

	Staghills 
	Rossendale
	Rawtenstall and Bacup
	Mid Rossendale

	Hillside 
	Rossendale
	Rossendale West
	Rossendale West

	Moorgate 
	West Lancashire
	Ormskirk and Newburgh
	Ormskirk


The quality of provision in Lancashire's maintained nursery schools is high with 23 of the 24 judged to be good or better (96%). 
The number of children accessing early education provision in a Lancashire maintained nursery school is 2,519 (458 two year olds and 2061 three/four year olds). This equates to 10.4% of the total number of children accessing early education provision across the whole sector.
 

It has been recognised by the Government that the Early Years National Funding Formula, introduced in 2017, does not adequately cover the costs of delivery in maintained nursery schools. There has been significant uncertainty around the future of this funding but the Department for Education has recently confirmed the funding will be extended for the 2020-21 financial year.   

Nationally, the Maintained Nursery Schools supplementary grant represents approximately a third of the total Maintained Nursery School budget and without this supplementary funding, all of Lancashire's maintained nursery schools would cease to be financially viable in their current form. Around 50% of Lancashire's 24 maintained nursery schools are currently under significant financial stress, with a small number being, or close to being, financially unviable.

Childcare Sufficiency Assessment

A high level sufficiency analysis has been undertaken for each of the service planning areas where the 24 maintained nursery schools are located, in order to assess the potential impact on sufficiency should Lancashire maintained nursery school provision change in the future. The 2019 full Childcare Sufficiency Assessment for all districts/service planning areas will be complete in early Spring. 

This current analysis has been completed for each maintained nursery school/service planning area based on the maximum number of registered places for all 'other' childcare providers in the area. The analysis indicates that all service planning areas, with the exception of Burnley North, currently have a sufficient number of childcare places.

However, this analysis should be treated with some caution for the following reasons:

· Sufficiency analysis is only ever a 'snap shot' in time.

· The wider sector is reporting both nationally and locally that the current financial challenges they are facing is impacting on their future sustainability.  Whilst Lancashire has not seen any evidence of this yet, officers are monitoring net closures on a monthly basis, to help ensure there continue to be sufficient numbers of places in all areas.

· Providers do not necessarily 'work to' their maximum numbers of registered places and may choose to deliver fewer.  

· Whilst the analysis shows that there are sufficient places at service planning area level in all areas but one (Burnley North), this might not be the case within a one to two mile radius of each maintained nursery school.  Should a decision be taken therefore to consult on the future of any maintained nursery school, a much lower level analysis of sufficiency would need to be undertaken, to fully understand the impact of any potential changes to maintained nursery school provision in an area. 

Support/Actions Undertaken to Date
Over the last two years, considerable targeted support has been provided to 15 maintained nursery schools whose financial position was rapidly deteriorating. Integrated support from Schools Finance, Early Years teams and Human Resources has been provided to individual schools to review business models and staffing structures. As a result of this support, a number of restructures have taken place within schools which have stabilised a number of them. This has been extremely resource intensive. 
Representations have been made to Government by the Lancashire Schools Forum and county councillors seeking increased funding for the Early Years Block in Lancashire. The Department for Education responses have all referred to the Government's Comprehensive Spending Review being used to determine spending across all departments, including Dedicated Schools Grant allocations, which incorporate the Early Years Block funding, and Maintained Nursery School supplementary grant funding. Ministers have stated that the information submitted by Lancashire as part of these representations will be collated as part of the evidence for the spending review process.

The Cabinet Member for Children, Young People and Schools and the Executive Director of Education and Children's Services have met with the Lancashire Nursery School Headteachers Federation and chairs of governing bodies to discuss the current financial challenges they are facing. The Executive Director is also working with the clinical commissioning groups of health authorities to determine if support is available to fund or enhance special educational needs provision.

At the beginning of September 2019, the Cabinet Member for Children, Young People and Schools wrote to all maintained nursery schools explaining that the authority would continue with the ‘twin track’ approach in lobbying for additional early years funding, but would also engage in planning on the basis that no new funding was going to be made available. The Cabinet Member invited each maintained nursery school to carry out a detailed analysis of their position and where necessary, work with officers on possible solutions. Those maintained nursery schools who had already found a sustainable way forward (with or without any additional government funding) were asked to share their plans so that officers could support them to ensure that the desired financial sustainability could be achieved in any future operating models. Three maintained nursery schools responded individually to the Cabinet Member's letter/request and a joint response was received from the Chair of Lancashire Nursery School Headteachers Federation.

Financial implications

The school finance function operates a category warning system for all maintained schools, based on current balances and pupil number movements, to identify schools at financial risk and to target intervention resources. This is as follows:

· Category 1 – Structural deficit

· Category 2 – Significant deficit

· Category 3 – Vulnerable position

· Category 4 – No financial issues

A financial viability assessment covers two scenarios. Firstly, where a school still has a small reserve balance, but where projections show a deficit which will grow rapidly over the following 2-3 years making it unviable. Secondly, where a large deficit already exists and the measures to recover that deficit are inadequate or take too long to achieve financial balance.

The warning system acts as an initial indicator of concern and has been updated for all maintained nursery schools. In addition, a more in depth review looking at a three year financial project has been undertaken which has indicated that:

· four maintained nursery schools are either financially unviable now, or are so close that a structural change is required or immediate and significant changes must be made;

· 10 maintained nursery schools are financial vulnerable, and could slip to being unviable if Governing Bodies do not take further action to reduce staffing costs or increase pupil numbers. Many of these schools have been in receipt of significant stabilization support to date;

· 10 maintained nursery schools are currently financially viable and stable, again some with support from the local authority.

Maintained nursery schools have their funding re-determined each term in line with actual pupil numbers. As the budget monitoring is based on forecasted pupil numbers, the financial position could change quite considerably if there is increase or decrease in termly admissions. This makes them significantly more financially volatile than other maintained schools. 

The government has confirmed the continuation of the Maintained Nursery Schools supplementary grant for the financial year 2020-2021, although there is no certainty beyond 31 March 2021. If the grant was to cease at this point, none of the 24 maintained nursery schools would be financially viable as they are currently configured. 

The current deficit position for the Maintained Nursery Schools sector is approximately £1m, which the local authority would be liable for should all maintained nursery schools close as a result of the supplementary grant stopping. Any delay on the possible closures, should the grant cease, would significantly increase this number. At present, four maintained nursery schools are considered unviable or very close to it.

Consultations

Formal consultations on the future of maintained nursery schools have not yet taken place. However, an ongoing dialogue continues with maintained nursery schools, through the regular business meetings and via the Lancashire Nursery School Headteachers Federation.
Implications
Implications at this point are limited to additional demands upon local authority support provision. If the result of any consultation was to close a school, this would be the subject of a separate Cabinet report

Risk management

Financial risks are outlined within the Financial Implications section of this report.
The Department for Education statutory guidance for opening and closing maintained schools (November 2019) states that decision makers should adopt a presumption against the closure of maintained nursery schools. This does not mean that a maintained nursery school will never close, but the case for closure should be strong and the proposal should demonstrate that:  
· Plans to develop alternative early years provision clearly demonstrate that it will be at least equal in quantity to the provision provided by the nursery school with no loss of expertise and specialism; and 

· Replacement provision is more accessible and more convenient for local parents. 

Cabinet is asked to note the above points when considering the recommendations.

List of Background Papers

	Paper
	Date
	Contact/Tel


None
Reason for inclusion in Part II, if appropriate

N/A

� (source summer term 2019 take up data – autumn term 2019 take up date not available at time of writing report).
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