Inclusive early years fund for 2026 to 2027
Announced 25 March 2026
The inclusive early years fund is being paid by the Secretary of State for Education to eligible local authorities in 2026-27. 
The DfE set conditions on how we must use the grant and have published guidance that we are expected to follow.
The inclusive mainstream fund, nationally is worth over £500 million per year. As part of this, the inclusive early years fund will provide £47 million of additional early years funding in 2026 to 2027 to support the early years sector to become more inclusive of children with special educational needs and disabilities (SEND).
The gvt say that this funding is a first step towards a more coherent and inclusive early years SEND funding system. It is upfront funding intended to support activities that:
· Support strategic planning - help providers adopt setting-wide inclusive practices
· Develop the work force and reduce reliance on individual child-based funding applications
· Adaptations or resources to create a more inclusive environment to enable early intervention for children with SEND
In 2026 to 2027, the inclusive early years fund complements existing funding such as special educational needs inclusion fund (SENIF), disability access funding (DAF), and high needs funding, while signalling the direction of future reform to create a simpler, more consistent approach to supporting inclusion across all early years providers.
The guidance and conditions of grant in this document only covers the financial year 2026 to 2027. The gvt will consider opportunities in future years to simplify early years SEND funding and reduce bureaucracy. 
The inclusive early years fund also provides funding for the 2027 to 2028 and 2028 to 2029 financial years. The approach to distributing this funding in future years will be confirmed alongside the early years (EY) funding arrangements for the respective years.
Local authorities must only fund early years providers that deliver the government’s free early years entitlements. All funding must be passed to EY providers, none is retained centrally, and none can be used to offset any existing spend e.g. SENIF or contingency.  
Final allocations from the gvt for the inclusive early years fund will be published in July 2026.
Local authorities are expected to:
· communicate details of the local approach to distribution and indicative allocations to DfE and providers before the end of May 2026
· confirm allocations before the end of August 2026
· be clear with providers and engage with them early to share details of how and when they plan to allocate funding, where this is possible and does not create excessive delays in finalising allocations and making payments to providers. LAs do not need to consult with their schools forum or EY providers on passing on the inclusive early years fund funding to early years providers. 
Solihull will receive £58.79 per PTE at Jan 2026 school census, and Early Years census. We estimate our total grant will be £182,300. 
Allocation of funding to providers:
Funding is to be provided 
· upfront
· without requiring panel or application processes
· without being tied to individual children
· in a clear and transparent manner, so that providers understand how allocations have been determined locally, especially when they differ from DfE’s suggested route.
DfE suggested methodology:
1. Local authorities should ensure providers receiving an allocation from the IEYF receive an amount that is substantial enough to effect meaningful change in inclusive practice at setting level. The gvt recommend this is in the region of £1,000 per setting. This is to ensure providers receiving the grant have a sufficient level of funding to develop mainstream inclusive practice. As such, local authorities are not required to fund all providers in their area and could apply a minimum funding threshold to achieve meaningful allocations.
2. Local authorities should ensure that providers not receiving an inclusive early years fund allocation in 2026 to 2027 are able to access support to adopt setting-wide inclusive practices. This should be a consideration when prioritising their existing SEND support including special education needs (SEN) inclusion funding, and other local authority support for providers. Local authorities should take proactive steps to make providers fully aware of the support on offer and how to access it. Providers will also benefit from the wider support offer being introduced through SEND reforms.
3. Distribute the total allocation to providers based on a base rate plus an additional needs factor, (for example, using the same criteria as is used in their local early years funding formula deprivation supplement), paid in respect of 3- and 4-year-old universal hours PTEs. Local authorities can determine their own weightings but may choose to replicate the national inclusive early years fund formula which is weighted 75% base rate and 25% additional needs factors.
4. Local authorities could implement a de minimis threshold by redistributing from allocations falling below the chosen threshold, to ensure all providers receiving the grant receive a meaningful amount. For example, if using the recommended £1,000 de minimis, local authorities may choose to do this by either:
· excluding providers whose initial calculated allocation would fall below £1,000, and redistributing that funding across the remaining providers (Solihull method 1)
· iteratively redistributing from the lowest calculated allocations to ensure that all providers receiving the grant receive at least £1000 (Solihull method 2).
5. We recommend using deprivation as a proxy for SEND need 
6. We also recommend allocating funding based on 3 and 4-year-old universal hours PTEs because, as a universal offer, this represents a full cohort of children and there is an increased likelihood of identifiable SEND needs emerging at this age. 
7. if local authorities wish to design their own formulaic approach to target SEND need in their area, they are permitted to do so, as long as this follows the principles and requirements set out in Allocation and payment to childcare providers.
Solihull Approach
Solihull has decided not to seek to develop a local approach but to model the DfE suggested approaches. 
The table attached shows the effect of this modelling around the 2 DfE slightly different approaches. 
Method 1 – this models the DfE approach of calculating an amount for each setting, putting to £0 those less than £1,000 and allocating those amounts to settings greater than £1,000. 
Method 2 – models the DfE approach of iterating allocations until settings less than £1,000 are eliminated. The difference to option 1 is the iteration will bring into funding providers very close to £1,000 threshold in further allocations. Compared to option 1 this brings a further 7 settings into receiving grant funding, and settings that received grant in option 1 receive 96% of the option 1 grant. 
Recommended approach
The local authority does not wish to implement method 1, it is a poor methodology as it needlessly eliminates settings that qualify using method 2. 
Solihull recommends that method 2 as the preferred option as on balance it most closely matches the governments recommended approach whilst maximising the number of providers receiving grant directly.   
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