
Counting the cost of early years election pledges 
Early education and childcare features prominently in party manifestos as the 2019 election draws near, with proposals 
varying widely in both scope and clarity. This briefing provides an overview of commitments on early education and 
childcare from the Conservatives,1 Labour2 and Liberal Democrats.3 Manifestos for other parties could not be costed due 
to the time and information available. The focus is on the cost and funding of free childcare entitlements in private, 
voluntary and independent (PVI) day nurseries and pre-schools on the Ofsted Early Years Register. Provision in other 
settings, and wider investment in Sure Start provision, are outside the paper's scope.    

The Headlines   

The Conservative Party 

There would be no change to early education and childcare entitlements under a new Conservative administration.  No 
further funding has been announced for this age group, with new investment focusing on wraparound and holiday 
provision. As a result, the funding deficit reported by Ceeda in spring 2019 would rise. Based on delivery costs for 
children aged 2 to 4 years only and assuming take-up of funded places is in line with 2019/2020 trends, providers 
would face an estimated funding deficit of £571 million in 2020/2021. The deficit rises to an estimated £824 million 
when cross-subsidies for younger age groups are factored.4     

The Labour Party 

The Labour party has proposed significant expansion of early education and childcare entitlements of 30 hours a week, 
across 38 weeks of the year, for all 2 to 4 year olds. Labour estimates of full take up by 80% of 2 year olds and 90% of 3 
to 4s, would more than double the number of funded hours delivered by PVI settings, to around 1.1 billion.   

The party has also proposed significant uplifts in funding rates. The current 2 year old rate would increase from £5.30 
per hour to £7.57 per hour and the 3 to 4 year old rate from £4.49 to £5.19. This would leave providers with a 
significantly smaller shortfall of £80 million in 2020/21. Phased rollout and a commitment to annual funding increases 
could potentially reduce this gap. What is less clear, however, is how a proposed offer of an additional 60 hours per year 
at subsidised rates would work – no assessment of funding or costs has been possible based on the information 
available. The party also commits to considering plans for 1 year olds but has put forward no policies at this stage.  

The Liberal Democrats 

If Labour is ambitious, then the Liberal Democrats have gone several steps further. The introduction of free places for 
children aged 9 to 23 months in working households would significantly change the early years landscape. Add to this 
the expansion of existing 2 to 4 year old offers to every child, for 35 hours a week across 48 weeks of the year, and the 
scale of change is vast.  Based on the party's estimate of projected take-up, nurseries and pre-schools could be looking 
at delivery of around 1.8 billion hours of free childcare at full rollout, compared to around half a billion at present.  

The party has pledged large funding increases, committed to an annual review of rates and plans the expansion of 
offers on a phased basis. Assuming full delivery of the offer at pledged 2020/21 rates, nurseries and pre-schools would 
face an estimated deficit of £314 million. If future rate reviews narrow the gap identified between 2020/21 funding 
and costs, this considerable shortfall could potentially reduce by full rollout. 

1The Conservative and Unionist Party (2019) Get Brexit Done. Unleash Britain’s Potential. The Conservative and 

Unionist Party Manifesto 2019. See also the Costings Document.
2Labour (2019) It’s Time For Real Change. The Labour Party Manifesto 2019. For the many not the few. See also the 

Funding Real Change document. 
3Liberal Democrats (2019) Stop Brexit. Build a brighter future. Manifesto 2019 
4See page 5 for further detail on age cross-subsidies.

https://assets-global.website-files.com/5da42e2cae7ebd3f8bde353c/5dda924905da587992a064ba_Conservative%202019%20Manifesto.pdf
https://assets-global.website-files.com/5da42e2cae7ebd3f8bde353c/5ddaa257967a3b50273283c4_Conservative 2019 Costings.pdf
https://labour.org.uk/wp-content/uploads/2019/11/Real-Change-Labour-Manifesto-2019.pdf
https://labour.org.uk/wp-content/uploads/2019/11/Funding-Real-Change-1.pdf
https://d3n8a8pro7vhmx.cloudfront.net/libdems/pages/57307/attachments/original/1574684060/Stop_Brexit_and_Build_a_Brighter_Future.pdf?1574684060


5 OECD (2019) Education at a Glance 2019. OECD indicators. Comparisons are with EU countries for which data is 
available.  

Sector capacity 

Is the sector in a position to respond to changes of the magnitude proposed by Labour and the Liberal Democrats? Low 
pay, lack of progression opportunities and pressured work environments are key drivers of long-standing recruitment and 
retention challenges in the sector. April 2020 cost projections, used to evaluate funding commitments, assume pay growth 
in-line with inflation. This will not be enough to change the sector’s competitive position in the wider labour market.  

The sector had 14,300 unfilled vacancies in the summer of 2018, with 77% of providers reporting that posts were hard to 
fill. This position is unlikely to improve until radical change occurs in the status and financial rewards of careers in the 
sector. Whilst manifestos rightly highlight the importance of raising qualification levels, status and pay, this will require 
higher levels of investment and a major shift in cultural perceptions of ‘childcare.’  

To place UK investment in early education and childcare in its international context, the UK would need to spend in the 
region of £19 billion to match the EU average of 0.9% of GDP5; according to OECD analysis the current UK investment level 
is 0.5% of GDP. 

The vital statistics

Here is a quick round-up of the key figures. The detail on manifestos can be found on page three and page five provides the 
background on sector delivery costs.  

* 2019/20 funding rates have been increased by £0.08 to reflect an uplift committed in the 2019 Spending Review.
See table 3 and associated notes for the detail on delivery costs.

https://www.oecd.org/education/education-at-a-glance/


How do proposed funding levels stack up against sector costs? 

Manifesto commitments are compared to sector costs in table 2. All data relates to PVI day nurseries and pre-schools 
only. It is noted that manifestos vary in the level of detail provided; we outline the basis upon which estimates have been 
made and will provide updates should further relevant information be released. Readers are also invited to get in touch if 
they wish to explore alternative take-up scenarios to those modelled.   

Source: Various – please see table notes overleaf. 



Table 2 Notes 
a) Rates quoted are England averages paid to PVI day nurseries and pre-schools. Rates exclude central spend 

retained by local authorities.
b) In addition to hourly rates paid to providers, total funding figures include the Early Years Pupil Premium, 

Disability Access Fund and SEN Inclusion funding. The Liberal Democrats have committed to increasing the rate 
of Early Years Pupil Premium from £301.2 to £1,000 per child. This is reflected in the Liberal Democrats funding 
total.

c) Costs are based on scenario 2 in table 3 - Ceeda estimates in spring 2019, modelled to reflect pay growth of 
3.6% and CPI inflation of 1.5%. Costs relate to PVI day nurseries and pre-schools only.

d) Funding and costs are modelled on take up in-line with the latest DfE Early Years Census, with the exception of 
an increase in take-up of the 30-hour offer to reflect recent growth. In the 2019 summer term an estimated 
378,774 children were in 30-hour places for working households,6 an increase of 15% on the figure recorded in 
the early years census at December 2018. The DfE originally estimated 390,000 3 to 4 year olds would be 
eligible for 30-hour places under the terms of the current offer. It has not been possible to source an update on 
this assessment. Table 2 therefore assumes 390,000 children will take up 30-hour places in 2020/21, of which an 
estimated 285,725 will be in a PVI day nurseries/pre-school.7

e) Funding rates are sourced from the Department for Education Early Years Funding Benchmarking Tool
2019/2020, uplifted to reflect the 2019 Spending Review.8   See also point F.

f) Funding includes £44 million additional spend committed in the 2019 Spending Review to uplift 2019/20 hourly 
rates paid to providers .8 The total Spending Review figure of 66 million has been apportioned based on PVI 
market share of free-entitlement hours funded through the Early Years Block of the Dedicated Schools Grant. 
The Conservative manifesto pledged extra funds for wraparound and holiday care. It is our understanding that 
this commitment has no connection to free-entitlement places for pre-school children.

g) The Labour party manifesto assumes full use of entitlements by 80% of 2 year olds and 90% of 3 to 4 year olds, 
excluding children in school reception classes. Take-up may be lower, and the figures are illustrative only. 
Population estimates are sourced from the latest ONS projections.9

h) Labour funding rates have been sourced via an enquiry to the Labour party.
i) Funding and cost estimates could not be provided owing to lack of information on policy design and 

implementation.
j) The Liberal Democrats estimated take up of their proposed offers based on the following calculation:

Total eligible children x total hours entitled to x  % estimate of hours that will be taken up. Estimates of total 
hours take up were as follows: 9-11 months -58%, 1 year - 68%, 2 years - 72%, 3 years-73%, 4 years (not in 
reception class )- 75%. Ceeda costing has assumed that all places for under 2s will be delivered in the PVI sector, 
with a split of 95% in nurseries and pre-schools and 5% in childminder settings. The split within the PVI sector is 
based on current delivery of 2 year old funded places.

k) Liberal Democrats funding rates have been sourced via an enquiry to the party. Rates provided were for April 
2020 inclusive of central spend. Central spend has been deducted from rates used in tables 1 and 2, on the 
basis of average pass-through rates in 2019/20.

l) The Liberal Democrats have committed to increasing the rate of Early Years Pupil Premium from £301.2 to
£1,000 per child. This is reflected in the illustrated funding total.

6 DfE (2019) 30 hours free childcare, summer term 2019. Experimental statistics on the use of 30 hours free childcare 
from April to August 2019. 
7 Department for Education (2019) Provision for children under 5 years of age in England, January 2019 
8 HM Treasury (2019). Spending Round 2019. Published September 2019.   
9 Office for National Statistics [ONS] (2019). National Population Projections: 2018-based. The potential future 
population size of the UK and its constituent countries. Published 21 October 2019 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/808862/30_hours_free_childcare_summer_term_2019_Main_Text.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/808862/30_hours_free_childcare_summer_term_2019_Main_Text.pdf
https://www.gov.uk/government/statistics/education-provision-children-under-5-years-of-age-january-2019
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/829181/Spending_Round_2019_print.pdf
https://www.ons.gov.uk/peoplepopulationandcommunity/populationandmigration/populationprojections/bulletins/nationalpopulationprojections/2018based
https://www.ons.gov.uk/peoplepopulationandcommunity/populationandmigration/populationprojections/bulletins/nationalpopulationprojections/2018based
https://www.theguardian.com/politics/2019/nov/08/lib-dems-promise-35-hours-free-childcare-nine-months-old-jo-swinson
https://www.theguardian.com/politics/2019/nov/08/lib-dems-promise-35-hours-free-childcare-nine-months-old-jo-swinson


The detail on delivery costs from April 2020 

Spring 2019 data on provider delivery costs11 has been modelled to reflect pay growth consistent with latest ONS 
estimates12 and Bank of England CPI inflation forecasts.13 This enables funding commitments to be assessed in the 
context of costs at April 2020.  Table 2 (p3) uses cost scenario 2 for all pricing. 

For the purposes of illustration, table 3 also shows costs should the Conservative pledge of a National Living Wage of 
£10.50 from 21 years, or Labour’s proposed Real Living Wage (RLW) of £10 from 16 years of age, come to pass. In 
practice, such policies would be phased in over several years.    

 Source: Ceeda (2019) About EY finance survey 2019.  

a) Private, voluntary and independent day nurseries and pre-schools on the Ofsted Early Years Register.
b) A ‘blended’ cost is produced by calculating the average cost across all children attending, reflecting the mix of ages

occupying provision in the study week.
c) The About EY finance survey 2019 measured the cost of providing 603,510 hours of care and education for 27,500

children in a representative sample of 356 PVI childcare settings.
d) Pay growth in the sector averaged 4% over the 12 months to April 2019.6 Latest data from the Office for National

Statistics (ONS)7 estimated annual pay growth in Great Britain of 3.6% for both total pay (including bonuses) and
regular pay (excluding bonuses).

e) The Bank of England forecast CPI inflation of 1.4% in 2019 Q4 and 1.5% in 2020 Q4 in its latest report.8

f) The Labour party has committed to ‘rapidly introducing’ a Real Living Wage of £10 from 16 years of age.2 Pay data
has been adjusted to reflect this increase, or pay inflation of 3.6% - whichever is the greater.

g) The Conservative party has committed to raising the National Living Wage to two thirds of average earnings for
everyone aged 21 plus by 2024.1 This is currently forecast at £10.50 per hour. Pay data has been adjusted to reflect
this increase, or pay inflation of 3.6% - whichever is the greater.

Understanding how the early education and childcare market worksks

At April 2019, delivery costs for under 2s were 47% higher than for 3 to 4 year olds due to the staffing levels required.14 
Parents rarely pay this premium. The spring survey found providers charged 6% more on average, whilst 31% charged the 
same fee. This cross-subsidy is a central feature of childcare supply, enabling providers to offer a viable price-point for 
younger children. Table 3 shows age-specific costs and average ‘blended’ costs across age-groups, reflecting the mix of 
occupancy in April 2019. Given that no change is predicted in the occupancy mix, blended costs have been illustrated for 
the Conservative manifesto in table 2, in line with previous Ceeda analyses.11 Both Labour and Liberal Democrat 
manifestos substantially increase the volume of funded places in younger age groups and pledge significantly higher 
rates for children aged under 3 years. Taken together, this is likely to narrow the variance found in age-specific and 
blended cost analyses, however forecasts could not be produced for the current paper.  
11 Ceeda (2019) About EY annual report, October 2019. 
12 Office for National Statistics (2019) Labour market overview, UK: November 2019. 
13 Bank of England (2019) Monetary Policy Report. November 2019. 
14 Minimum staff-child ratios are 1 adult to 3 children for under 2s, 1 to 4 for 2 years and 1 to 8 for 3 to 4s, rising to 1 to 13 
where a person with Qualified Teacher Status, Early Years Professional Status or other suitable level 6 qualification is 
working directly with children.
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Join the About Early Years 
Panel 

Enjoy timely, relevant sector analysis you can act 
on with confidence. Watch out for an invite 

coming your way soon or click to find out more. 

Disclaimer  
This document has been prepared in good 
faith based on information available at the date of 
publication. While Ceeda Research Limited considers 
that the information and opinions given in this work 
are sound, all parties must rely upon their own skill 
and judgement when making use of it. 

Ceeda Research Limited does not make any 
representation or warranty, expressed or implied, as 
to the accuracy or completeness of the information 
contained in this report and assumes no responsibility 
for the accuracy or completeness of such information. 
Ceeda Research Limited will not be liable for any loss, 
damage, cost or expense incurred or arising by 
reason of any person using or relying on information 
in this publication. 

For queries on the About Early Years research 
programme please contact: 

Ceeda 
T: 0845 6800631 
E: enquiries@ceeda.co.uk 
www.aboutearlyyears.co.uk 

About us

Ceeda is an independent research agency 
specialising in analysis of the early years 
education and childcare sector since 1999. 

We launched the independent About Early Years 
research programme in 2017 to collect robust, 
representative sector intelligence, year-on-year. 

Meet our research sponsors and media partner, Nursery world

https://aboutearlyyears.co.uk/the-panel
https://www.ceeda.co.uk/
https://aboutearlyyears.co.uk/sponsors
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