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	Childcare Registration: Fees Proposal

The consultation seeks views on proposed regulations for the payment of registration fees in England to be paid to Ofsted by day care providers and childminders. The intention is that these new arrangements, planned for introduction in October 2006, bring about a better balance between the fees that day care providers and childminders can afford to pay and the subsidies provided by central Government.
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	Executive Summary

	1.1
	Childcare Registration: Fees Proposals
1.  This consultation seeks views on proposed new regulations to increase the level of registration fees in England, payable to Ofsted by day care providers and childminders. 

2.  The intention is that these new arrangements, which we propose to implement in October 2006, will bring about a better balance between the fees that day care providers and childminders can afford to pay and the subsidy provided by central Government.

3.  In the longer term, and subject to further consultation, we are considering whether  we should administer more of this subsidy at a  local level, using existing local authority support mechanisms. This would make it possible to target better support on those childcare providers most in need of help.

4.  The fees that childcare providers pay Ofsted for registration are heavily subsidised at approximately 96.5% and there has been no increase in the level of fees since 2001. 

5.  The Regulatory Impact Assessment  sets out in some detail the background to these proposals, and three possible options for changes to be implemented in October 2006. In summary these are as follows:

· Maintain the status quo in respect of the scale and administration of subsidies, with any registration increases limited to inflation since 2001 when these fees were last increased. 

· A more phased approach over a number of years starting with a modest increase in 2006, higher than inflation but in line with the increase in costs that providers have charged parents. 

· An increase in 2006 such that the fees represent a substantial movement towards full cost recovery and where subsidies are better targeted. This would result in significantly higher costs for those childminders and day care providers who can afford to pay. 

6.  The final paragraph of the RIA gives our recommended option: the more phased approach with an increase of  around 30% in registration fees. 

7.  We are therefore proposing an increase in registration fees as follows:

· The application fee for childminders increasing from £14 to £18. 

· The annual fee for childminders increasing from £11 to £14. 

· The day care application fee rising from £121 to £150. 

· The day care annual fee increasing from £94 to £120.

8.  We believe that this option will help in the transition to fairer arrangements so that fees better reflect the cost of the service.   

	2
	Background and Context

	2.1
	Childcare Registration: Fees Proposal
1. Part XA of the Children Act 1989, which was introduced by the Care Standards Act 2000, transferred the responsibility for childcare registration from local authorities to Ofsted. It allowed Ofsted to collect fees from day care providers and childminders instead of the previous local authority arrangements. 

2. The fee levels, however, have never been set to recover the full costs of the service provided by the regulator. Registration fees for childminders (£14 on application for registration and £11 annually thereafter) are currently among the lowest of any such fees for children’s services. Fees for day care providers (£121 and £94 for application and annual fees respectively), reflect that they are generally larger scale businesses, but still only represent a fraction of the costs of registration by Ofsted.  There has been no increase in the registration fee levels since 2001 and overall, the fee income collected by Ofsted amounts to only 3.5% of the costs.

3. However, according to Childcare Costs Surveys conducted in 2001 and 2005 by the Daycare Trust, the average cost of a nursery place (full time nursery catering for under 2 year olds) has risen from £110 per week in 2001 to £141 per week in 2005 (27%) while the average cost of a place with a childminder has risen from £89 per week in 2001 to £127 per week in 2005 (42%).

4. Research carried out in 2003 to find out to what level fees could be charged without affecting childcare providers' sustainability was inconclusive due to the considerable variability in the business circumstances of different day care providers and the variety of factors that contributed to sustainable provision.

5. To test the principles underlying a fairer system of subsidies, questions were included in a 2005 consultation on childcare legislation about the factors which should be considered in determining the balance between costs and subsidies, and how subsidies should be administered. Although a significant proportion of respondents to this consultation argued in favour of a full subsidy, or a subsidy that was equally distributed, the majority acknowledged that it would be fairer to have arrangements that took into account the size of the organisation and whether it was located in an area of deprivation. In particular it was felt that the needs of childminders required recognition.   

6.  On the question of administering subsidies many respondents argued that this should be done by reducing fee levels or removing them altogether. However, a majority appreciated that local authorities were well placed to have a greater role in administering subsidies to ensure that local needs, and childcare demand and supply could be taken into account.

	3
	The Proposals

	3.1
	Childcare Registration: Fees Proposals
1. We are proposing new regulations to increase the level of registration fees in England, payable to Ofsted by day care providers and childminders. 

2.  The intention is that these new arrangements, planned for introduction in October 2006, bring about a better balance between the fees that day care providers and childminders can afford to pay and the subsidy provided by central Government. 

3. In the longer term, and subject to further consultation, we are considering:

· a phased move away from a system of large government subsidies to one where providers pay a greater share of the cost of registration. 

· the introduction of fairer, more flexible and targeted arrangements so that fees better reflect the cost of the service and that subsidies are directed at those who need them. 

· whether local authorities could assume a higher profile role in subsidy arrangements, determining the extent of subsidy offered based on knowledge of their local providers, in the light of their strengthened responsibility for facilitating the local childcare market. 

4.  We have considered three options that could be implemented in October 2006 and these are set out in the attached Regulatory Impact Assessment in further detail. In summary they are:

1.  Maintaining the status quo in respect of the scale and administration of subsidies, with any registration fee increases limited to inflation since 2001, when these fees were last increased. This would be the lowest increase in fees of the three options but would not address the inequalities of the present system nor move towards our longer term objectives. 

2.  A more phased approach over a number of years, starting with a modest increase in 2006, higher than inflation but in line with the increase in costs that providers have charged parents. The proposed increase in registration fees for 2006 would include inflation since 2001. We envisage that this could lead to a further increase in registration fees in 2007 to establish a system of annual uprating and reflect any new registration arrangements under the Childcare Bill that are able to be commenced that year. This option will enable us to progress steadily towards a fairer system.

3. An increase in 2006 such that the fees represent a substantial movement towards full cost recovery and where subsidies are better targeted. This would result in a significant increase in fees which we feel could be too disruptive in the short term. There is a risk that any new subsidy arrangements could not be implemented in time to support this scale of fee increase. 

Option 2 is the one we prefer and would recommend. The effect of implementing it would mean:

· The registration fee for childminders would increase from £14 to £18, 

· The annual fee for childminders would rise from £11 to £14, 

· The day care application fee would increase from £121 to £150, 

· The annual fee for day care providers would rise from £94 to £120

More information on the costs and benefits of these options can be found in the attached Regulatory Impact Assessment.  

	4
	How To Respond

	4.1
	The consultation response form is available at  www.dfes.gov.uk/consultations/.  We need to receive your response by 30th May. You can complete this on-line, or download it and post it to us. Copies of the form are also enclosed with printed copies of this consultation document.

If you are responding on-line, select the "Respond on-line" option at the beginning of the consultation web page: www.dfes.gov.uk/consultations/. 

If you prefer you can send the completed response form to Department for Education and Skills, Consultation Unit, Area 2A, Castle View House, East Lane, Runcorn, Cheshire, WA7 2GJ.

Or fax it to 01928 794248

Or send it by e-mail to: ChildcareFees.CONSULTATION@dfes.gsi.gov.uk  

	5
	Additional Copies

	5.1
	Electronic copies of the consultation are available at www.dfes.gov.uk/consultations/. 

Hard copies of the document can be requested from: Early Years Regulations Team, Childcare Standards and Legislation Division, Department for Education and Schools, Caxton House, 6-12 Tothill Street, London, SW1H 9NA

e-mail: ChildcareFees.CONSULTATION@dfes.gsi.gov.uk 
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	Plans for making results public

	6.1
	A summary of the responses will be published on the DfES Consultation website at www.dfes.gov.uk/consultations/. 


