CHILDCARE ACT 2006: FUTURE APPROACH TO FEES AND SUBSIDIES

RESPONSE TO THE CONSULTATION
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Introduction
1. The Government, through the Childcare Act 2006, is reforming the regulation and inspection regime for early years and childcare. From September 2008, Ofsted (Office for Standards in Education, Children’s Service and Skills) will administer two registers:  
a. the Early Years Register (EYR) for provision for children up to the end of the Early Years Foundation Stage
; 

b. the Ofsted Childcare Register (OCR)  which will have two parts:

i. the compulsory part – for children from the end of the Early Years Foundation Stage to age seven; and 
ii. the voluntary part – for childcare for children of any age that is not required to registered, if it meets the requirements. 

2. The voluntary part of the Ofsted Childcare Register started on 6 April 2007. Following consultation the registration and annual fee reflecting the costs to Ofsted of administering the scheme, was set at £100 for individual childminders (working on domestic premises) and £110 for other (mainly group) childcare providers.
3. Currently, under Part 10A of the Children Act 1989, as amended by the Care Standards Act 2000, Ofsted is able to collect a fee from day care providers and childminders in respect of both initial and ongoing registration costs.

4. From 1st September 2008, in England only, parts of this Act will be replaced by the Childcare Act 2006, which also contains powers to allow the Secretary of State, through regulations, to require persons applying for registration on the EYR or OCR to pay a fee to Ofsted. Fees can also be charged in respect of ongoing registration.

5. The consultation on our future approach to fees and subsidies set out our proposals for introducing a new fees structure under the Childcare Act 2006 to support the new regulatory system including:

· a new structure of fee bands;

· modest fee increases in 2008 and 2009; 

· a proposal that from 2010 there would be a significant reduction in the current fees subsidy and a substantial increase in fee levels, with corresponding additional funding being transferred to local authorities to administer support at a local level. The aim would be to move from a blanket subsidy to all providers to a targeted approach with decisions made locally about how best to use the money in order to respond to local need.
Background

6. Ofsted collects registration fees from day care providers and childminders at the level prescribed by the Secretary of State in regulations.  The fee levels have never been set to recover the full costs of the service provided by the regulator. At present overall the fee income collected by Ofsted amounts to approximately 5% of the costs of providing the service. 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. 
7. In spring 2006 we consulted on a modest increase to registration fees – the first increases since 2001 – these were implemented in October 2006. 
8. The responses to the 2006 consultation 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.

The Consultation
9. The consultation – Childcare Act 2006: Future Approach to Fees and Subsidies issued in November 2007 sought views on the proposed structure and level of fees payable to Ofsted by childcare providers joining the Early Years Register or compulsory part of the Ofsted Childcare Register from September 2008, as well as proposals for changes to the subsidy arrangements.
10. The proposals included:

· a new fee band structure to address some potential unfairness in the current system, for example holiday clubs open full time but only during school holidays pay the same fee as full day care providers open full time all the year round, and sessional care providers open less than 4 hours per day but for most of the year pay the same fee as childminders. The new bands we proposed would address these inequalities by taking into account the length of time the provision is available and consequently the level of income.
· modest increases in fee levels in 2008 and 2009 recognising the changes the sector is going through as the Childcare Act 2006 is implemented. 
· a significant reduction in the fees subsidy in 2010 which meant that all providers would face a substantial increase in fee levels which would be used to fund new targeted support arrangements administered by local authorities as part of their new childcare sufficiency duty. The aim of this proposal was to move from a blanket subsidy of all providers to a targeted approach with decisions made locally about how best to use the money to support providers and meet local needs.
11. The consultation ran from 21 November 2007 until 20 February 2008 and responses were received at meetings, online and via the consultation email address. There were total of 3639 written responses. Consultation meetings were held with: the Day Care Trust; the National Childminders Association (NCMA); the National Day Nurseries Association (NDNA); the Pre-school Learning Alliance (PSLA); National Children’s Bureau (NCB); 4Children and the Professional Association of Nursery Nurses (PANN – now known as Voice – the union for education professionals). We also met with representatives from local authorities and sought the views from the Local Government Association (LGA) and Association of Directors of Children’s Services (ADCS). A number of presentations were also held where we met approximately 110 people.
12. The following table provides a breakdown of the number of substantive written responses by respondent:

	Respondent
	Responses
	Across consultation 

(% to nearest whole number)

	Childminder
	629
	67%

	Sessional day care provider
	78
	8%

	Full day care provider
	70
	8%

	Parent
	61
	7%

	Local Authority
	36
	4%

	Pre / after school provider
	16
	2%

	Other childcare worker
	8
	1%

	Holiday club
	5
	0.5%

	Union / Professional body
	5
	0.5%

	Other (inc anonymous)
	24
	2%

	Total
	932
	100%


13. In addition to those set out in the table above, there were 2,707 responses from childminders using a standardised campaign letter circulated by the National Childminding Association (NCMA). The letters expressed concern over the proposed level of fee increases, and gave reasons why they were of particular concern to childminders. The views expressed in these letters, and the numbers received have been taken into account in our analysis of responses to the consultation.
Consultation Questions and Responses.
14. The section below summarises the number of written responses that have been received, but included in the text are also the views expressed at meetings. This section also gives the Government response to the consultation.
1
Do you agree that our proposed approach will achieve a better and fairer balance between the fees that providers pay to Ofsted and subsidies from the tax payer?

Yes
52 (6%)

No   812 (87%)

Not sure    64 (7%)
2
Do you agree this is a fairer system, making the most effective use of local authority knowledge and mechanisms to provide targeted local support?

Yes
89 (13%)

No   459 (67%)

Not sure   138 (20%)

Summary

15. There was a mix of views offered by those who responded to the consultation in writing and those who were involved in more in-depth discussions as part of consultation meetings. Although there was little comment over the proposed introduction of new fee bands and the fee increases in 2008 and 2009 through written responses, the majority of respondents did not agree with the longer term increases in 2010, which are linked to proposals for changing the support arrangements. The number of childminders responding “No” to this question, including campaign responses,  were 3,279 compared to a total “No” response of 3518. Most comments reflected concerns about the impact on childminders’ sustainability and affordability.
16. We held consultation meetings with key stakeholders including representative organisations and local authorities. These discussions indicated that less concern was felt once it was clear to stakeholders that the reduction in subsidies for fees would remain in the system as support for the childcare sector, but would be administered locally. However, respondents offering both written and verbal views did outline a number of practical concerns:
· a lack of confidence among some respondents in the ability of local authorities to administer the support at this point in time; 

· small providers, childminders in particular, feeling that the increase, on top of all other set up and ongoing costs, would adversely affect them and impact on their sustainability;

· a belief that the current level of support was being reduced;
· uncertainty about how the change in administering support would work and how it would affect the individual respondent, particularly childminders and small sessional care providers; and
· concern, mostly from childminders, that this would mean increasing charges to parents affecting affordability and reducing their choice of childcare.
17. The overall view of local authorities was that that they could see merit in a partial move from a central subsidy to more local administration, which would allow targeting of support to those providers who need it. However they expressed concern that this was a particularly busy time for providers in view of other changes in the system. They suggested a longer lead in time with further discussion and guidance on how to manage local approaches would be helpful. In particular, they suggested that they would need support and advice from the centre on how to use this money effectively to manage local markets. Of the 36 local authorities who responded in writing, 10 were concerned about the cost of administering the subsidy. Some felt a need for the funding to be ring fenced and appropriate guidance issued while 2 expressed the need for a longer lead in and proper phasing in of the increases.
18. Some key stakeholders, including representative organisations and providers, supported in principle the transfer of the additional fee income to local authorities to provide local support and recognised the benefits of our proposals. However, they wanted further clarity of the process and were concerned about local authorities’ readiness to take on such a role at present. Other stakeholders representing small providers were concerned that these proposals would be detrimental to their members who would be forced to pass on additional costs to parents. They felt that small providers would not benefit from local support.

19. Parents and childcare providers were also concerned about how the process would work, how transparent it would be and what guidance would be issued to local authorities.

20. There was also some concern about the impact of the proposed £103 fee for the compulsory part of the OCR on childminders solely looking after children aged 6 – 7, who are currently registered and paying an annual fee of £15 but from 1 September 2008 will be required to join the compulsory part of the OCR.

Response

21. The Government notes that respondents to the consultation were in the main supportive of the level of fees and new fee band structure for the Early Years Register for 2008 and 2009 which we proposed to introduce from September this year to address current anomalies and unfairness between sessional and full day care provider. The new bands would address these inequalities by taking into account the length of time the provision is available and consequently the level of income. 
22. The Government also notes the expressions of concern over the level of charge for 6-7 year olds on the compulsory part of the OCR from September 2008 and the increase faced by those providers who are currently registered by Ofsted but will transfer to this new register on 1 September 2008. However the Government remains convinced that as the requirements and service of both parts of the compulsory and voluntary part of the OCR are similar, it is sensible that the fees should be the same. The fee levels for the OCR takes into account the administration of the register, including the risk-based inspection and assessment of complaints. However if a childminder is registered on both the EYR and OCR they will pay the fee of the higher registration requirement i.e. the EYR proposed fee levels. 

23. Whereas with the Early Years Register there is a phased increase in fee levels to compensate for meeting the new requirements for delivering the Early Years Foundation Stage (EYFS), this is not appropriate for the compulsory part of the OCR because of the ages of the children cared for, since the requirements of the EYFS will not apply to them.
24. The Government has taken careful note of the points made by those who responded to the consultation and understands that although there is some general support for the underlying principles and direction of travel that were proposed, there are concerns about the need for stability in the sector in the immediate term. The Government recognises that this is a particularly busy time for childcare providers and for local authorities given their new sufficiency duty, Childcare Act 2006 implementation and other changes, and notes that a number of respondents felt that there would be benefit in phasing in the changes over a longer period during which further discussion could take place. 

25. As a result the Government intends to implement the new fee band structure and fee increases for 2008 and 2009 as proposed in the consultation and introduce only an incremental increase in 2010 

26. Table 1.1 and 1.2 shows a comparison between our original proposals and the fee levels the Government intends to implement:
Table 1.1 - Original fee levels we consulted on 

	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 fee levels until 2010
	£20
	£25
	£30
	£450 (as part of band 3)


Table 1. 2 – New fee levels to be implemented
	Band
	2007 (already set)
	2008
	2009
	2010

	1 (childminders)
	£20
	£25
	£30
	£35

	2 (other provision)
	£20
	£25
	£30
	£35

	3 (provision above time thresholds)
	£155
	£180
	£200
	£220

	Sessional care providers moving to band 3 but not paying band 3 levels at present
	£20
	£25
	£30
	£50


27. The Government remains of the view that there is benefit to the childcare sector in aiming to reduce the blanket subsidy of fees and shift to a more locally targeted approach, which respondents supported in principle,  but recognises the immediate need for stability in the sector and for further discussions on a longer term fees policy. Beyond 2010 the Government proposes to review any further increases nearer the time.

28. The Government recognises the value of the discussions with local authorities and other key stakeholders and is grateful for the offer of the local authority representative group to continue meeting officials after the consultation. The Government is keen for further talks to take place with all key stakeholders to continue to develop the detail of the new support arrangements and discuss the guidance that will be needed to ensure their smooth implementation.  


3
Do you agree that we should support providers through the introduction of the Independent Safeguarding Authority Scheme and afterwards provide a fairer administration of support at a local level?

Yes
321 (52%)

No
128 (20%)

Not sure 173 (28%)
Summary

29. The majority of respondents agreed that providers should be supported through the introduction of the Independent Safeguarding Authority Scheme (ISA) but were concerned about the second part of the question and what it meant in practice. They were concerned that it might affect them financially or would be an additional cost passed on to them which would cause problems for smaller childcare providers, who might need to pass any increase on to parents.  
Response

30. As stated in the consultation document the Government intends to retain the current subsidy of Criminal Records Bureau checks, but will review the position in the light of progress on implementing the Independent Safeguarding Authority Scheme.

4
Does the Regulatory Impact Assessment contain sufficient information to accurately inform you about the proposed changes? 

Yes
208 (36%)

 No 
213 (36%)
 
Not sure 167 (28%)
Summary

31. Opinion was fairly evenly divided between those who agreed that the Regulatory Impact Assessment contained sufficient information to inform about proposed changes and those who didn’t. Some respondents noted that it did not, and cannot, provide detailed information on how the support would be shared out by local authorities as this is subject to the discretion of the local authority and that it did not cover increases that may occur after 2010. 
Response

32. The Government is grateful for the views expressed by respondents and notes that many felt they needed details about how local authorities might administer local support arrangements. 
Next Steps

33. The Government will introduce regulations that will implement the new fee bands and 2008 fee levels from 1 September 2008 to support the introduction of the new registers under the Childcare Act 2006. The new fee bands are shown below:
      - 
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
34. As set out in the proposals, the banding structure will be adjusted to allow slower initial increases for those sessional care providers who under the current criteria (operating less than 4 hours per day) are paying the lower rate of fee, but using the new criteria should be allocated to Band 3. It is our intention to implement a phased move to Band 3 which is reflected in the fee increments proposed for this group of providers. 

35. The Government will produce further regulations in 2009 to implement the changes to the fee levels outlined in the consultation and in 2010 to implement the incremental increases introduced in this response.
36. The Government will set out nearer the time how it will review the level of fees after 2010.

37.
The Government would like to thank all those who took the time to respond to the consultation in writing or attend consultation events. Your views are welcomed and will be taken into consideration when developing our policy and regulations. 

� The 31st August after the child’s fifth birthday


� Band 2 provision is early years childcare provision other than childminding operating for less than 3 hours per day, or less than 5 days per week, or less than 45 weeks per year.


� Band 3 provision is early years childcare provision other than childminding operating for 3 hours or more per day and 5 hours or more per week and 45 weeks or more per year.
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