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	1
	Executive Summary

	1.1
	This consultation seeks views on the proposed structure and level of fees payable to Ofsted by childcare providers joining the compulsory part of the Ofsted Childcare Register or Early Years Register from September 2008, as well as proposals for changes to the subsidy arrangements for both fees and Criminal Records Bureau checks.

	1.2
	The Childcare Act 2006 will introduce a new, reformed regulation and inspection system, operated by Ofsted. There will be two distinct registers: 

· for provision for children up to the start of compulsory school age – the Early Years Register. Childcare providers on this register will have to meet the requirements of the Early Years Foundation Stage; and 

· for registered provision in respect of children of compulsory school age – the Ofsted Childcare Register. This register will be in two parts: a compulsory part for children aged 6-7 years and a voluntary part for children aged 8 and over. The voluntary part is also for childcare for younger children which is not required to be registered on either register.

	1.3
	The voluntary part of the Ofsted Childcare Register started on 6 April 2007, and following consultation the registration fee, reflecting Ofsted’s costs in administering the scheme, was set at £100 for individual childminders (working on domestic premises) and £110 for other (mainly group) childcare providers.

	1.4
	Powers within the Childcare Act 2006 allow the Secretary of State, through regulations, to require persons applying for registration on the Early Years Register or Ofsted Childcare Register to pay a fee to Ofsted. Fees can also be charged in respect of ongoing registration.

	1.5
	The majority of respondents to the 2006 consultation, “Childcare Registration and Inspection: Fees Proposal" supported our proposals that fees and subsidy arrangements should be changed to achieve a fairer balance between the fees providers can afford to pay and support from the taxpayer. They also agreed that we should consider putting in place arrangements for administering this funding at a more local level, using existing local authority mechanisms, where it would be possible to target this support to meet local need.

	1.6
	This consultation sets out how we propose taking this forward by introducing:

· a new structure of fee bands;

· modest fee increases in 2008 and 2009; 

· a more significant reduction of the fee subsidy in 2010 with changes to the way that support is administered. 

	1.7
	Fee Bands
We are aware of the potential inequality generated by the current system where, for example, a business providing sessional childcare for 5 days per week over the full year pays the same fee as a childminder. We believe the implementation of a new fee structure under the Childcare Act 2006 is the right time to address this and so, taking into account the definitions of different types of provision used by the Act, and the relative incomes of different parts of the sector based on the 2006 Providers Survey, we are proposing, subject to the operational systems being able to support their use, the following fee band structure:

·  Band 1: Childminders

· Band 2: Other provision not captured by band 1 or 3 (likely to include):  sessional / after school care operating reduced days or term / holiday time only

· Band 3: Provision operating for at least 45 weeks per year AND at least 5 days per week AND at least 3 hours per day. This will cover full day care and out of school care operating all the year round. 

	1.8
	Fee increases / changes to Fee subsidy
We propose that for 2008 and 2009 the changes should be kept to a minimum in recognition of the changes the sector is going through as new provision and duties are implemented, particularly local authorities developing effective systems for delivering their new duty, to secure sufficient childcare to meet local needs. In addition, the banding structure will be adjusted to allow slower initial increases for sessional care providers who will be allocated to Band 3 from 2008, but will not pay the full Band 3 fee levels until 2010.

	1.9
	 From 2010 we are proposing a more significant reduction in the subsidy, with corresponding additional funding being transferred to local authorities to administer support at a local level, further supporting them in meeting their new duty under the Childcare Act 2006, to secure sufficient childcare to meet the needs of parents and children in their area. The key advantage of this proposal is that it moves from a blanket subsidy to all providers to allowing decisions to be made locally about how best to use the money in order to respond to local need. Adding this money to local authorities’ childcare sufficiency funding would enable the local authority to use it to best effect without the need to set up any separate mechanisms that might be unduly bureaucratic. 

	1.10
	The proposed fee levels between 2008 and 2010 are set out below: 

Band
2007(already
set)
2008
2009
2010
1 Childminders

£20

£25

£30

£100

2 Other provision

£20

£25

£30

£400

3 provision above 
time thresholds

£155

£180

£200

£450

Sessional care providers
moving to band 3 but not
paying band 3 feel levels
until 2010

£20

£25

£30

£450 
(as part
of band 3)


	1.11
	Criminal Records Bureau Checks Subsidy
At present we meet the application cost for Criminal Records Bureau  checks in full but need to consider whether this is the most appropriate use of tax payers’ money, given the potential for providers to either pass the cost on to customers, or alternatively to require potential employees to obtain and pay for the checks themselves. 

	1.12
	The Safeguarding Vulnerable Groups Act will make it illegal for anyone to engage in regulated activity unless they have applied to the Independent Safeguarding Authority Scheme. A consultation on the details supporting the new Scheme and the role of the Independent Safeguarding Authority was launched on 14th November 2007.

	1.13
	Our intention is to retain the current subsidy of Criminal Records Bureau checks, but to review the position when the details underpinning the Independent Safeguarding Authority Scheme are settled. 

	1.14
	Impact Assessment
Additional information on the cost and benefits of these proposals can be found in the attached Impact Assessment.

	2
	Background and Context

	2.1
	Part 10A of the Children Act 1989, as amended 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. The fee levels, however, have never been set to recover the full costs of the service provided by the regulator. Registration fees for childminders (£20 on application for registration and £15 annually thereafter) are currently among the lowest of any such fees for children’s services. Fees for day care providers (£155 and £125 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. Overall the fee income collected by Ofsted amounts to approximately 5% of the costs to Ofsted of providing the service. 

	2.2
	In spring 2006 we consulted on a modest increase to registration fees and in the accompanying Regulatory Impact Assessment set out the Government’s three longer term objectives:

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

·    to introduce 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; and,

·    in the longer term, to consider whether local authorities could assume a more significant role in subsidy arrangements, determining the extent of support offered based on knowledge of their local providers, in the light of their strengthened responsibility for facilitating the local childcare market.

	2.3
	The consultation responses were generally in favour of a fairer and more targeted approach, with 56% of respondents agreeing that changes in the balance of fees and support were needed and 64% agreeing that it made sense to give local authorities a role in administering support to providers.

	2.4
	The Childcare Act 2006 will introduce a new, reformed regulation and inspection system operated by Ofsted, There will be two distinct registers: 

·    for provision for children up to the start of compulsory school age – the Early Years Register. Childcare providers on this register will have to meet the requirements of the Early Years Foundation Stage; and 

·    for registered provision childcare in respect of children of compulsory school age – the Ofsted Childcare Register. This register will be in two parts: a compulsory part for children aged 6-7 years and a voluntary part for children aged 8 and over. The voluntary part will also be for childcare for younger children which is not required to be registered on either register.

	2.5
	The voluntary part of the Ofsted Childcare Register started on 6 April 2007, and following consultation the registration fee, reflecting Ofsted’s costs in administering the scheme, was set at £100 for individual childminders (working on domestic premises) and £110 for other (mainly group) childcare providers.

	2.6
	Powers within the Childcare Act 2006 allow the Secretary of State, through regulations, to require persons applying for registration on the Early Years Register or Ofsted Childcare Register to pay a fee to Ofsted. Fees can also be charged in respect of ongoing registration.

	2.7
	The implementation of the Childcare Act 2006 presents an opportunity to review and improve the whole system of registration fees and subsidies in order to:

· achieve a fairer balance between fees providers can afford to pay and the subsidy funded by the tax payer; and 

· introduce a new way of administering support through existing local authority mechanisms. Local authorities would be able to determine the extent and nature of the support based on their knowledge of local providers and parental demand, to target support at those who most need it.

	2.8
	The Early Years Register and compulsory  part of the Ofsted Childcare Register will start in September 2008 and in deciding the fees for these registers we are taking into account the current fee levels, the need for a better targeted support regime, the impact on childcare providers, and the growth and sustainability of the childcare market.

	2.9
	Criminal Records Bureau Check (CRB)
An enhanced Criminal Records Bureau check is part of the Ofsted registration process for childminders and day care providers. Since October 2005, Ofsted has only been responsible for checking the registered person or, where the registered person is a group (e.g. partnership or governing body), relevant people in a management position, and the person in charge if different from the registered person. Currently all Criminal Records Bureau Disclosures obtained by Ofsted as part of their regulatory function in registering childcare, are fully subsidised by the Department.

	2.10
	Since the October change the responsibility for checking the suitability of new employees has been solely that of the day care provider and must include an enhanced Criminal Records Bureau check. These can be obtained through any Criminal Records Bureau registered body, although if a provider wishes to take advantage of the subsidy currently available they should use one of the 3 organisations the Department for Children, Schools and Families has contracted with to provide this service.

	2.11
	The Independent Safeguarding Authority Scheme
The Safeguarding Vulnerable Groups Act will make it illegal for anyone to engage in regulated activity unless they have applied to the Independent Safeguarding Authority Scheme. 

	2.12
	The Independent Safeguarding Authority Scheme will gather information from a variety of sources, including the Criminal Records Bureau, in respect of applicants and a decision will be made as to whether the applicant should be barred from working with children and a central record kept of everyone who has applied to the scheme, and whether or not they have been barred. 

	2.13
	 The current cost of an application for a Criminal Records Bureau check is £36, but there will be an increase when the new Scheme is introduced, the increased fee being a combined fee for both obtaining a Criminal Records Bureau Disclosure and entry to the Independent Safeguarding Authority Scheme. 

	3
	The Proposals

	3.1
	Fee Structure
September 2008 will be the first time that fee levels are set for the new Early Years Register, and we are keen to introduce a simple, sensible fee structure, taking into account the definitions of different types of provision used by the Childcare Act 2006, and the relative incomes of different parts of the sector based on the 2006 Childcare and Early Years Providers survey. 

	3.2
	We are proposing, subject to the operational systems being able to support their use, the following structure which we believe gives the right balance between allowing for different mean levels of income for different parts of the sector, and delivering a simplified structure with a minimum number of bands. Grouping sessional provision with full day care reflects that sessionals operate the year round and have access to fee income for a sustained period. Where they don’t they would be potential beneficiaries of the intermediate band.  


-    Band 1: Childminders

-    Band 2: Other provision not captured by band 1 or 3 (likely to include sessional / after school care operating reduced days or term / holiday time only).

-    Band 3: Provision operating for at least 45 weeks per year AND at least 5 days per week AND at least 3 hours per day. This will cover full day care and out of school care operating all the year round. 

	3.3
	Although the average cost to Ofsted of processing an initial application is greater than the annual cost of maintaining a registration we feel that this does not outweigh the advantages of a more simplified system and therefore we are proposing that for all registers the initial fee should be the same as the annual fee.

	3.4
	Fee Levels
The voluntary part of the Ofsted Childcare Register started on 6 April 2007, and following consultation the registration fee, reflecting Ofsted’s costs in administering the scheme, was set at £100 for individual childminders (working on domestic premises) and £110 for other (mainly group) childcare providers. We are proposing that the compulsory part of the Ofsted Childcare Register which starts in September 2008 should have the same fee structure and fee levels as the voluntary part. 

	3.5
	 Taking into account inflation since September 2006 when the voluntary Ofsted Childcare Register fees were set, we are proposing that from September 2008 the registration and annual fee levels for both the voluntary and compulsory elements of the Ofsted Childcare Register should be:

· For individual carers the fee will be £103  (an increase of £3 )

· For other (mostly group) carers the fee will be £114 (an increase of £4 )

	3.6
	In considering the fee levels for the new Early Years Register we have taken into account the likely impact on the sector of any given fee level, ensuring that we do not introduce undesirable barriers to entering the market. In line with the objectives set out in the 2006 consultation we are also seeking to obtain the best value for tax payers’ money through a balance between our subsidy to the costs of registration and the need to offer appropriate support to the sector.

	3.7
	We propose that for 2008 and 2009 the fee increases should be relatively low in recognition of the changes the sector is going through as new provision and duties are implemented, particularly local authorities developing effective systems for managing the market as part of their new duty to provide sufficient childcare. In addition, the banding structure will be adjusted to allow slower initial increases for sessional care providers who will be allocated to Band 3 from 2008, but will not pay the full Band 3 fee levels until 2010.

	3.8
	From 2010 we are proposing a more significant reduction in the subsidy, with the additional fee income being transferred to local authorities to further support them in meeting their new duty under the Childcare Act 2006, to secure sufficient childcare to meet the needs of parents in their area. The key advantage of this proposal is that it moves from a blanket subsidy of all providers to allowing decisions to be made locally about how best to use the money in order to support local need. Adding this money to the sufficiency fund enables the local authority to use it to best effect without the need to set up any separate mechanisms that might be unduly bureaucratic.

	3.9
	The fee levels by 2010 will still be less than 25 % of the cost to Ofsted in providing the service and no proposed fee is more than approximately 1.5% of the mean net annual income for the relevant part of the sector using the relative incomes of different parts of the sector as shown in the 2006 Childcare and Early Years Providers survey. The proposed levels of fee (application and annual) for the Early Years Register are set out below:

Band
2007 (already
set)
2008
2009
2010
1 Childminders

£20

£25

£30

£100

2 Other provision

£20

£25

£30

£400

3 Provision above
time thresholds

£155

£180

£200

£450

Sessional care
providers who would
otherwise be in band 3

£20

£25

£30

£450 (as
part of
band 3)



	3.10
	Our view is that the long lead time between now and 2010 allows the sector time to prepare for the higher fee levels. These increases will coincide with the transfer of additional fee income to local authorities, meaning that authorities will be able to introduce new local support arrangements alongside increased fees coming into effect. 

	3.11
	Finally we are proposing that where, because of the nature of the childcare they are providing, a provider is required to join more than one register they will only pay one fee, that of the register which has the highest registration and ongoing requirements, for example a provider caring for children aged 3 – 7 will be required to join both the Early Years Register and the compulsory part of the Ofsted Childcare Register but will only pay the fee for joining the Early Years Register.

	3.12
	Criminal Records Bureau check subsidy
At present we meet the application cost for Criminal Records Bureau (CRB) checks in full, which is currently £36 for an enhanced check. Most providers obtain their checks through an umbrella body, which is registered with the CRB to obtain disclosures on an employer’s behalf. This will usually incur an administrative charge of between £12 – £15.  

	3.13
	However we need to consider whether this is the most appropriate use of tax payers’ money, given the potential for providers’ to either pass the cost on to customers, or alternatively to require potential employees to obtain and pay for the checks themselves.

	3.14
	The Safeguarding Vulnerable Groups Act will make it illegal for anyone to engage in regulated activity unless they have applied to the Independent Safeguarding Authority Scheme. A consultation on the details supporting the new Scheme and the role of the Independent Safeguarding Authority was launched launched on 14th November 2007.

	3.15
	Our intention is to retain the current subsidy of Criminal Records Bureau checks, but to review the position when the details underpinning the Independent Safeguarding Authority Scheme are settled. 

	3.16
	Impact Assessment
An Impact Assessment attached to this consultation paper gives a more detailed breakdown of the costs and benefits of each proposal.



	4
	How To Respond

	4.1
	You can respond on-line at www.dcsf.uk/consultations/ 

or in writing to:

Consultation Unit
Department for Children Schools and Families
Area 1A
Castle View House
East Lane
Runcorn
Cheshire
WA7 2GJ

or by e-mail to: Fees.CONSULTATION@dcsf.gsi.gov.uk   

	5
	Additional Copies

	5.1
	Additional copies are available electronically and can be downloaded from the DCSF consultations website:

http://www.dcsf.gov.uk/consultations/ 

	6
	Plans for making results public

	6.1
	We will publish the results of the consultation in April 2008 on the DCSF consultation website.


