Partial Regulatory Impact Assessment
Ofsted Childcare Register

Objective

1. The Government seeks to create a regime – the Ofsted Childcare Register – to regulate childcare for children from the age of five
 to 14 (or 18 if they are disabled).  The Ofsted Childcare Register will be designed to ensure provision is safe, secure and suitable for children and the process is proportionate for providers, keeping burdens to a minimum.  It will support the Government’s aim – as set out in its ten year strategy for childcare, Choice for parents, the best start for children – to give parents greater choice in balancing work and family life and to give children the best start in life The Ofsted Childcare register will ensure that parents have the information they need to make their childcare choices.  

Background

2. The Government’s ten year strategy for childcare sets out a commitment to rationalise and simplify the complex and confusing arrangements that currently exist for registration and inspection of childcare.  The consultation document on the Childcare Bill published on 15 July 2005 outlined proposals designed to achieve this through the creation of a register for provision for children over the age of 5 which comprised a single set of common requirements.  Following this, the Childcare Bill introduced into Parliament on 8 November 2005 set out provisions to set up a general childcare register – this is to be known as the Ofsted Childcare Register.  

Rationale for government intervention

3. Existing arrangements for the regulation of childcare provision for children of school age are complex and undermine the delivery of good quality outcomes for children.  Childcare providers, including schools, are required to register provision for children under the age of eight with Ofsted and comply with a range of standards and regulations.  Childcare provision for children aged eight and over is not registered but settings can seek quality assurance kite-marking from over 50 different schemes.  Separately, nannies and carers for children in their own home can apply to the Childcare Approval Scheme, managed by an independent company under contract to the Department for Education and Skills.  

4. These combined arrangements can appear confusing to parents – particularly when trying to access Working Tax Credits and other such financial support – and are not the most effective way of administering a system to identify provision that has met basic requirements.  Indeed, each of these arrangements applies a different set of requirements. This existing complexity will be replaced by two registers operated by Ofsted:  the early years register for childcare for children under the age of five and the Ofsted Childcare Register. The Ofsted Childcare Register has two parts: the compulsory and the voluntary. The former applies to provision for children aged 5 to 7, whereas the voluntary register applies to provision for children 8 years old and up to 14 years (or 18 years if the child is disabled) . As a result, all registered childcare and early years provision from birth to 7will be expected to comply with regulations set out by the DfES and all registered childcare from 8 to 14 (18 if the child is disabled) may come under Ofsted’s jurisdiction

5. The Ofsted Childcare Register will be a simplified and streamlined framework but will also, on a voluntary basis, extend the regulatory framework to a wider range of providers.  Childcare provision which caters for children aged eight and over will, for the first time, be able to register with Ofsted.  In addition, any provision which does not have to be registered compulsorily – such as nannies, activity-based provision, sporting provision and art- or music-based provision – will also be able to be registered.  

6. Linking eligibility for financial support through Working Tax Credits and employer-supported childcare schemes to registration on the Ofsted Childcare Register (or the early years register) will further simplify the arrangements
.  

7. The proposed operational arrangements for the Ofsted Childcare Register – as set out in the consultation document – will reduce the burdens on providers and establish a process which is proportionate.  This means that, within the context of the Gershon Review of public sector efficiency and the Hampton review of regulatory inspections and enforcement, Government and Her Majesty’s Chief Inspector will be able to make the best use of available resources, directing them to where they are needed most and can have the greatest effect.  This also fits with the Government’s plans for a 25% reduction in the costs of regulation over the five years starting in May 2005
.  

8. The arrangements will also, in setting clear requirements, help to ensure children are cared for in safe and suitable provision that has reached a minimum threshold.  Parents will be better able to navigate the childcare market because they will have a clear choice between providers which are registered (with Ofsted) and those which are unregistered.  This should in turn provide them with a degree of reassurance that will enable them to make confident choices about balancing work and family life.  

9. The voluntary part of the Ofsted Childcare Register will become operational for new providers caring for children over the age of 7, nannies and activity based provision not currently registered from April 2007.  New providers who care for children aged 5-7 will continue to be registered by Ofsted under Part XA of the Children Act 1989 until September 2008.  
Consultation
10. The Government consulted widely across Whitehall departments when developing proposals for the Childcare Bill, which included the establishment of a register for providers caring for children of compulsory school age and above.  In developing the detail of how the Ofsted Childcare Register will work and the requirements that should apply, the Government is working with Ofsted.  

11. The proposals for setting up a childcare register for provision for children of aged five and over were widely consulted on as part of the public consultation during summer 2005 on the proposed provisions within the Childcare Bill.  Local authorities, childcare provider organisations and parents were all involved in providing feedback, which informed the further development of proposals.  A key concern raised during this consultation was the proposal to allow childcare providers caring for children aged six and seven to be registered voluntarily.  

12. In response, the Government amended its plans to ensure that providers who care for children in this age range must be registered.  This means that all provision for children under the age of eight will, unless specifically exempted, be subject to registration – either on the early years register, the Ofsted Childcare Register or both (if they span the full range from birth to eight).  

13. In developing the more detailed requirements for the Ofsted Childcare Register, DfES has discussed ideas with key stakeholders such as 4Chlildren and NCMA and some provider organisations.  This consultation will continue throughout summer 2006.  
Sectors and groups affected 
14. The proposals directly relate to provision in the private, voluntary and community sectors.  A wide range of private, voluntary and community provision will be eligible to join the Ofsted Childcare Register, covering many different types of provider – group-based childcare, childminding, childcare in the child’s own home, occasional and short-term care, activity-based provision, music or art-based provision and learning-based provision.  The proposals also touch on state maintained school sectors in that the Government envisages that they will have to have regard to the requirements of the Register and, in developing extended services, work only with providers who are registered.  
Options 
Option 1 – maintain the existing systems

15. Maintaining the current system would mean continuing with the complex system described above.  This would in turn mean retaining the confusion for parents and an inefficient way of administering the system.  
16. The Childcare Bill provides for the establishment of a General Childcare Register, which means that, on gaining Royal Assent, maintaining existing systems will not be viable.  The Regulatory Impact Assessment for the Childcare Bill examined a range of options from maintaining the current system to using primary legislation to establish full regulation.  A summary of the cost/benefit analysis is set out below.  
Option 2 – a proportionate approach 
17. The Government’s preferred option is to introduce a more proportionate approach to regulation for childcare for older children, care provided by nannies and short term care that takes account of the risks and directs resources to where they are needed most.  Providers will have to meet certain requirements in order to be registered and they have to make clear at the application stage that they are doing so, including demonstrating that there is nothing in their background that does not make them unsuitable to care for children.  Providers will also have to sign up to additional requirements which govern on-going activity.  The requirements will focus on processes and policies for ensuring children are safe and secure and the provision is suitable.  There will be no pre-registration visit and Ofsted will inspect a proportion of the registered provision on the basis of concerns or complaints and through sampling.  

Option 3 – full regulation (pre-registration visit and automatic inspection) 
18. Currently provision which has to be registered is visited prior to registration so that Ofsted can check that the provision is meeting the registration requirements and is suitable.   Depending on the type of provision, the visit on average takes around a day to complete.  Some additional time is required to prepare the report.  

19. Option 3 would be to introduce a similar regime for the Ofsted Childcare Register.  Under this approach, all providers who are interested in applying to join the register – including those who choose to do so voluntarily (such as sport and activity-based provision) – would first have to be visited by an Ofsted inspector who would verify that the provision met the requirements.  This would be followed by an automatic inspection every few years according to an agreed cycle.  
Costs and benefits

Option 1 – maintain the existing regime

Costs and benefits

20. The complexities of the existing system demonstrate that there are no clear benefits of maintaining the status quo.  If the existing regime were to be maintained, the annual costs to Government of the regulation system would be in the region of £88 million and this is likely to increase as the market grows.  All schools are currently required to have their provision registered.  This means that any childcare they themselves directly set up to meet the commitment to a year round offer from 8am to 6pm would have to be registered as out-of-school clubs.  On the one hand, this could act as a disincentive to them; on the other, it would increase costs to Ofsted and to the provider.  A summary of the cost/benefit analysis contained in the Regulatory Impact Assessment for the Childcare Bill is replicated below for ease of reference.

	Benefits 
	Cost

	No clear benefits, as complexities would remain and serve to undermine the expansion of extended school and children’s centre services.  provision 
	Annual cost to Government around £88 million (2004-05)

Plus ~£20 million additional costs to cover registration of new out-of-school clubs (based on number of schools minus out-of-school clubs already registered)

Costs to providers of around £14 (childminder) or £120 (daycare provider) to be registered and a further £11 (childminder) and £94 annually
 thereafter

Cost to nannies of joining the CAS is £99 annually


Option 2 – a proportionate approach (Government’s recommendation) 
Benefits

21. The benefits are that this would bring a wide range of provision into the regulatory sphere – much of it voluntarily so they do not have to join but can choose to.  For providers, in order both to be registered and to remain on the register, they would have to ensure that they were suitable to care for children and met the prescribed requirements – which are largely based on ensuring the processes and policies are in place to safeguard children.  However, they would go through a proportionate process to demonstrate this and the costs associated with this to them would be manageable.  There would not be automatic inspections but Ofsted would have the right to inspect at any time, particularly if there was a concern raised against the provision.  The additional benefits for providers will be that registration will enable parents who use the provision to be able to access financial support through the Working Tax Credits and employer-supported childcare schemes.  Registration will also enable providers to work with schools to support them in developing their extended services.  

22. For parents, the benefits will be that more provision can potentially be registered and using such provision will provide greater reassurance that their child is likely to be safe and secure – information provided by local authorities will clearly distinguish between provision that is registered and provision which is not. In addition, as indicated above, the fact that a wider range of provision will be eligible to be registered means that there will be many more settings where parents can access financial support through tax credits and other schemes.  

Costs
23. The Government intends that the Ofsted Childcare Register pays for itself through fees from providers.  This means that the cost to Government will be greatly reduced in order that resources can be directed to areas of greatest need.  In setting the fees, the Government will consider the impact on affordability and type of provider and therefore what, if any, subsidies are needed (and, if so, for how long).  The level of fees will be determined as part of a wider review of fees.  
24. The Regulatory Impact Assessment of the Childcare Bill estimated that the cost of administering the Ofsted Childcare Register would be in the region of £180 per provider each year.  These costs take account of the administration of the register, including the risk-based inspection and assessment of complaints.  Although the actual level of fees will be determined as part of the wider review of fees, this gives a reasonable indication of the scale of cost to the provider, and allows comparison with option 1.  The overall cost will depend on the approach taken by schools in developing their extended services offer and to what extent they link with private and voluntary providers and the number of providers that apply to join.  

25. It should be noted that any providers who apply to join the Ofsted Childcare Register and also care for children under compulsory school age will have to register on the early years register first.   They will, at the same time, be able to apply to be registered on the Ofsted Childcare Register.  In doing so, they would pay only one fee.  
Option 3 – maintaining the existing systems
Benefits

26. This approach would provide a high level of protection and security for children.  The pre-registration visit would provide an opportunity for Ofsted to check and confirm that the provision was suitable and that the premises are safe and secure, and the regular inspection would assess whether standards were being maintained. 
Costs 
27. There will be significant costs associated with this option.  As set out in the Regulatory Impact Assessment of the Childcare Bill, the intention is that the Ofsted Childcare Register operates on a full cost-recovery basis.  This approach will reduce costs to government and therefore to the taxpayer but will transfer these to the provider, and, given the scale of the costs, this will have considerable knock-on effects.  

28. Under the existing national standards, it currently costs Ofsted around £1,500 to register an out of school club which operates for less that four hours and cares for 6 and 7 year olds and it costs Ofsted around £750 to register a childminder.  These sums include the pre-registration visit and the inspector’s assessment that is produced as a result.  In addition, it costs Ofsted a further £1,500 and £750 per provider respectively to carry out an inspection of the provision every three years.  However, the fees that are charged to these out of school providers amount to only £14 to register and £11 annually thereafter
.  

29. The efficiency targets Ofsted is committed to meeting will help to reduce the costs of administration but, even so, they will still be relatively high:  we envisage the cost of registration would reduce to around £1,200 for out of school clubs and to £600-675 for childminders; inspection costs move to around £1,200 for out of school clubs and to £600-675 for childminders.  It is unlikely that the cost of carrying out a similar registration and inspection exercise under the proposed Ofsted Childcare Register requirements would cost much less than this.  If these costs were to be transferred to providers through fees for registration and an annual charge to remain on the register, they would have a significant impact on the sustainability of the provision.  If these costs were spread over three years – for example, over an inspection cycle period – this would amount to around £800 per annum for out of school clubs and around £400 per annum for childminders.  

30. It is likely that providers would seek to pass on much of the cost to parents, which would in turn create difficulties with affordability.  As a result parents would find it difficult to use registered provision and would look to informal and unregistered care.  Despite the benefits of eligibility for tax credits and partnerships with schools that will be associated with registration, many providers are likely to decide not to join the Ofsted Childcare Register and operate as unregistered provision.  

31. Given the policy of full cost-recovery, there would be reduced costs to Government.  However, due to the large cost to providers, an alternative would be to subsidise this fully through the taxpayer.  A small subsidy for a short period can be an acceptable part of the solution but with the potential number of providers involved this would not be viable in the longer term.  Government’s role is to ensure taxpayers’ money is used effectively and efficiently and directed where it is needed most.  Its job is to identify alternative approaches which meet the objectives but offer greatest value for money.  In this case another, more affordable option is available (option 2).  

Race equality impact assessment

32. No reason has been identified for these proposals to have any adverse impact on families from black and minority ethnic groups or to lead to discrimination between groups.  
33. All providers which apply to join the Ofsted Childcare Register will have to meet prescribed requirements which relate predominantly to safety and security matters.  One of the proposed requirements is that registered providers must have a policy to ensure the provision is inclusive and accessible, promotes anti-discriminatory practices and cultural diversity, and takes account of the needs of the child.  The process for joining itself will also be straightforward and is being designed so that there are no unnecessary burdens on providers.

34. Parents will be one of the key beneficiaries of these proposals.  The Ofsted Childcare Register will enable them to make better informed choices about the childcare they use.  Using registered provision will also enable parents to access financial support through Working Tax Credits and employer-supported childcare schemes.  As the Ofsted Childcare Register will allow a wider range of provision to be registered than is possible currently, more provision will – if it chooses to be registered – be eligible to give parents access to this support.  This should be particularly helpful to families from black and minority ethnic backgrounds who are disproportionately represented in lower income groups.  

Small firms impact test

35. Childcare and other out-of school hours activities are largely provided by small voluntary and private sector providers.  Childminders in particular form a key part of the childcare market.  

36. The requirements of the Ofsted Childcare Register will not pose any significant additional burdens on them.  The requirements build on the current national standards and establish minimum standards and practices.  They focus around ensuring the suitability of the people caring for the children, the safety of the premises used to deliver the provision, and the establishment of appropriate policies to consider complaints, to secure inclusive provision and to safeguard children.  These are therefore issues providers ought to be addressing as a matter of course.  In addition, local authorities will have a duty under clause 13 of the Childcare Bill to secure information, advice and training for providers.  The support they will be able to offer includes helping providers to meet the requirements for registration.  

37. It is worth highlighting here one particular requirement – the need to have public liability insurance.  We recognise that this will place a financial cost on the provider.  However this requirement will ensure that, if there was a serious accident resulting through the fault of the provider, parents and their child will have recourse to some financial support.  Moreover, there is a precedent for including this – the supporting criteria to the current national standards include a requirement that providers hold suitable public liability insurance.  

38. Decisions about the level of fees to be charged both for initial registration and for on-going registration or renewal will be considered as part of a wider review of fees.  
Competition assessment
39. A simple competition assessment is sufficient to gauge the effect of the Ofsted Childcare Register will have on competition.  The Government does not envisage that the number and size of providers would be changed significantly through the introduction of this register.  

40. Although some providers will have to be registered – those who look after children aged 5 up to and including 7 – this does not change the current principle that provision for children under the age of 8 must be registered.  However, under the Government’s proposals, all providers who care for children aged 8 and over and any provider that is exempt from registration (such as nannies) will, unlike now, be able to be registered – they can apply voluntarily and will have to meet broadly the same requirements.  Once registered, all providers will have the same status.  

41. In order to streamline the arrangements and maintain a proportionate approach, provision made directly by a school governing body for pupils on the school site will not be able to join the Ofsted Childcare Register.  This is because schools will already be addressing most of the requirements of the Ofsted Childcare Register around safe recruitment practices and suitable premises in delivering their educational activity and any such provision will be picked up through the main school inspection.  However, the Government will expect schools – through guidance – to have regard to the requirements of the Ofsted Childcare Register in setting up their provision.  
Enforcement, sanctions and monitoring


42. All providers which apply to be registered with Ofsted will have to meet prescribed requirements.  Ofsted will have the power to check that they are complying with these requirements.  Inspections will be carried out on the basis of complaints or concerns about the provision as well as randomly.   

43. Where a provider is in breach of any of the requirements this may result in him or her committing an offence – for example, if he or she provides childcare whilst disqualified or employs someone who is disqualified.  Ofsted will have the power to take enforcement action where providers are failing to meet the requirements – this means suspending or cancelling registration as it judges appropriate.  


Summary costs and benefits table

	Option
	Total benefit per annum: economic, environmental, social
	Total cost per annum:
- economic, environmental, social
- policy and administrative

	1
	No clear benefits, as complexities would remain and serve to undermine the expansion of extended school and children’s centre services.  
	Annual cost to Government currently at £88 million but likely to increase as the market grows
Costs to providers of around £14 (childminder) or £120 (daycare provider) to be registered and a further £11 (childminder) and £94 (daycare) annually thereafter

Cost to nannies of joining the CAS is £99 annually

	2
	For providers – a proportionate process that minimises administrative burdens; allows a wider range of providers to be registered; clarifies accessibility to Working Tax Credits and other financial support

For parents – as more provision can potentially be registered, provides greater reassurance that their child is likely to be safe and secure; clarity about provision which qualifies for access to financial support 

RECOMMENDED 
	Cost of administering the scheme per provider is estimated at around £180 per annum.  Actual fees will be determined following a review of fees

	3
	This approach would provide a high level of protection and security for children.  The pre-registration visit would provide an opportunity for Ofsted to check and confirm that the provision was suitable and that the premises are safe and secure, and the regular inspection ensure that standards were being maintained
	Cost of administering the scheme per provider would amount to around £900 per annum for out of school clubs and around £400 per annum for childminders  
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Declaration and publication

I have read the regulatory impact assessment and I am satisfied that the benefits justify the costs

Signed ………………………….

Date

Beverley Hughes
Minister for Children

Department for Education and Skills

Contact point for enquiries and comments: 

	Name:

Address:

Telephone number:

Email address:  
	Jon Robinson

Department for Education and Skills

Ground Floor

Caxton House

6-12 Tothill Street

London SW1H 9NA

0207 273 4744

jonathan.ROBINSON@dfes.gsi.gov.uk
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� This document should read in conjunction with the Regulatory Impact Assessment for the Childcare Bill which was first published in July 2005 and can be downloaded at � HYPERLINK "http://www.surestart.gov.uk" ��www.surestart.gov.uk�


� Legally, the starting age is the September after a child’s 5th birthday


� Provision made directly by school governing bodies for pupils on the school site will not be able to be registered but will qualify parents for such support.


� This is under the Administrative Burdens Measurement Exercise which is part of the Better Regulation Action Plan.  


� This covers the cost for the current under 8s registration system under the National Standards


� Fee rates are to rise in October 2006:  registration fee - £18 (childminder) and £150 (daycare provider); annual fee thereafter - £14 (childminder) and £120 (daycare provider)


� The March-May 2006 consultation on fees proposed that these fees rise to £18 and £14 respectively from October 2006
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