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Background

Family Day Care is provided throughout Australia in many different types of family homes.  The wide variation reflects the geographic size and diversity of our country as well as its cultural diversity.

While the structure and operation of Family Day Care varies across Australia, Family Day Care is defined as a network of approved Carers working with support, resourcing and monitoring provided by a central Co-ordination Unit.  Family Day Care is provided by Carers who are registered/approved or employed by a licensed/registered Family Day Care Scheme/Service Operator.

There are 325 schemes and co-ordination units across Australia and 14,000 carers in the industry looking after 82,000 children from 59,000 families (numbers approximate).

Individuals who are not members of Family Day Care Schemes may provide home-based care, however this does not fall within the definition of Commonwealth Family Day Care.

Family Day Care improves access and choice to flexible child care for parents including those who work non-standard hours, shift workers and those with other special needs.

The Government announced its commitment to Quality Assurance in Family Day Care in its pre-election Certainty for Families Policy of February 1996. In this policy the Government advised that “there will be an extension of accreditation and quality assurance to other sectors of child care, including Family Day Care…”
 

From this commitment to extend quality assurance to other Commonwealth funded children’s’ services, a significant amount of preparatory work has been undertaken.  At the same time, work has been under way with respect to the licensing of Family Day Care carried out by States and Territories.  Key events in the recent history of Family Day Care include:

· National Standards developed and agreed by Commonwealth, State and Territory Governments in 1997, and subsequently amended in 1999.  These Standards are intended to provide the basis for a uniform national approach to the licensing of Family Day Care. National Standards prescribe the minimum standard necessary to ensure the provision of child care that is a safe, nurturing and developmental experience for children; 

· The release of the Stonehouse Report, prepared in 1998 by Anne Stonehouse (Associate Professor of Early Childhood Education, Monash University) under the auspices of the National Family Day Care Council of Australia, which identifies values and elements of quality care;

· The Family Day Care Working Party on Quality Assurance (the Working Party) has been responsible for progressing the development of a quality assurance system for Family Day Care. The Working Party is made up of representatives of the Department of Family and Community Services and the National Family Day Care Council of Australia (NFDCCA).  Key activities of the Working party have included:

· an October 1998 symposium to consider potential models for a quality assurance system, in which it was agreed to form two smaller Project Teams to develop a quality model and appropriate measurement tools; and

· the Project Teams’ document titled The Proposed Approach, which proposes in detail a system of individual accreditation for carers and coordination units.

In addition to the National Standards (which have either been, or are currently being implemented in each State and Territory) and a proposed quality assurance system, the industry faced two further significant changes from 1 July 2000:

· the introduction of the GST; and

· the introduction of a Child Care Benefit to replace the current Child Care Rebate and Child Care Assistance which, in the Family Day Care setting, is to be administered by schemes on behalf of the Commonwealth.

It should also be noted that several jurisdictions are currently reviewing or introducing changes to their legislation and/or regulations relating to Family Day Care licensing.

In the Budget for 2000/2001 the Government reinforced its commitment to the introduction of Quality Assurance to Family Day Care through the provision of funding for the development and implementation of a Quality Assurance System.

1.
Problem

Not all states have comprehensive regulations in place. Where regulatory systems exists, these ensure that health and safety aspects of Family Day Care are monitored and only some states incorporate any reference to quality of care. The regulations only provide for a minimum standard to be met and they do not ensure improvement in the quality of care in relation to the emotional and educational development of the child, ie outcomes for children.

The National Standards only provide for a minimum standard of Family Day Care that families have the right to expect for their children, and more importantly, that children in Family Day Care have the right to experience. The Standards address the facilities, health and safety, programs, administration and the people providing Family Day Care. The Standards will underpin the Quality Assurance System that will be developed.  The Quality Assurance System will build on the baseline that the Standards establish and allow for a continual improvement process and progress towards best practice rather than just minimum practice.

Stakeholders generally believe that quality assurance is an important addition to the current State/Territory regulatory systems, which would address issues of appropriateness of care given to a child.  Accreditation (of carers or schemes) will improve the accountability of Family Day Care to the public, will better equip carers to cater for children’s individual needs, and most importantly should improve outcomes for children.

Currently it is felt that Family Day Care is largely “invisible” as a separate entity to other forms of home-based care.  Some broad and ongoing community reassurance is called for, to demonstrate Family Day Care is a safe form of care and that there are some clear expectations on Family Day Care providers that make them different from “backyard care”. Some parts of the early childhood services sector have concerns that Family Day Care is not required to provide the same standard of care for children. Extension of the quality assurance system for Family Day Care will provide parents with greater certainty about the quality of care being provided and enhance their ability to choose from a range of child care options. 

It is generally considered that accreditation will improve consumer perceptions of Family Day Care – specifically, that Family Day Care will come to be considered as having equivalent quality to other forms of child care.  As a result, new customers may be attracted to Family Day Care, especially if the sector were to market its improved status.

A Quality Assurance System providing accreditation is necessary to ensure the consistent provision and improvement of high quality childcare services which involves much more than the meeting of minimum standards. 

The Government has a role to play in ensuring the quality of services provided, at least in part with the requirements for Commonwealth Funding
, as well as ensuring the safety and quality of services for the public good. 

Government intervention may be required when market failure occurs. It is argued that there are two types of market failure in the family day care market. Firstly, there is insufficient or inadequate information held by parents about the quality of care, meaning that they are unable to make well-informed decisions. Secondly, there may be a significant social benefit arising from quality childcare that is additional to the private benefits and costs that parents consider when making decisions regarding child care.
In each case, although there is an important “private” benefit in child care, there is a related and additional “public good” aspect to high quality care for children (in other words, there are significant benefits to society, in addition to the private benefits to parents and children). This means that child care is a “mixed” good, rather than a commodity that is either purely private or public.

Market failure because of the social benefits of quality childcare

There are social benefits to the quality of care received by young children. There may be no market failure if these social benefits were fully taken into account by parents when making decisions about child care.



Significant benefits accrue to the individual child from high quality child care. Those children in better quality child care go on to earn higher incomes, and this presumably provides a significant incentive for families to invest in their children.  However, several kinds of market failure make society unwilling to leave the choice about the quality of childcare to individual families:

· a well‑educated workforce is essential both for economic growth and for the maintenance of a healthy democracy, and these benefits “spillover” beyond the individual to society as a whole; and
· 
· parents may differ in their willingness to provide high quality child care for their children. There is a social interest in assuring that children have access to quality education whatever the tastes of their parents. 
Market failure due to inadequate or insufficient information
The information asymmetry causes sub-optimal outcomes in the market. For example, consumers cannot differentiate easily between care of various levels of quality.

In the case of child care, the “commodity” is actually consumed by a child whose ability to communicate about quality to the parent is limited. Furthermore, the impact of low quality may not become apparent for many years (assuming of course that the low quality reflects only neglect or lack of stimulation, rather than physical abuse). Thus parents may not be able to judge the differences among types of care or to appreciate the importance of additional resources in the child care setting. In that case, there is market failure because parents will not make the “correct” decision about what kind of care to purchase.

The lack of market signals causes information asymmetry in the market.  It is therefore, essential that parents and the community have access to reliable, objective and accessible information about child care alternatives, services and individual providers.


The quality of child care is considered to be important because it is closely linked with the social, cognitive and language development of children.  Children in high quality care are more likely to be emotionally secure and self-confident, proficient in language use, able to regulate impulsive and aggressive inclinations and advanced in cognitive development.  Over time, these children may experience enhanced school achievement, higher earnings and decreased involvement with the criminal justice system.  In contrast, children who experience poor quality child care are at risk of poor developmental outcomes, including apathy, poor school skills and heightened aggression.


· 
· 
· 
· 

2.
Objectives

Justifications for government intervention in child care regulation include addressing potential market failure to deliver:

· a child and family-focussed child care system which also has regard to the interests and responsibilities of staff, providers and the wider community;

· a child care system which makes available affordable, high quality care to all children and families, irrespective of their backgrounds, location or special needs;

· a flexible system which can respond to changing needs of working parents and community expectations for child care; 

· a system which delivers quality child care at the best possible price; and
· a system that will build on existing Family Day Care initiatives, facilitate continuous quality improvement, support innovation and focus on outcomes for children.









3.
Options

The options available refer to the means by which a quality assurance system will be introduced to the Family Day Care sector. This is in line with the Government’s commitment to extend quality assurance into Commonwealth funded child care sectors.

In due course, participation in the Family Day Care Quality Assurance System will be mandatory for schemes wishing to administer Child Care Benefit on behalf of the Commonwealth. 

The approaches below were identified and include the option of maintaining the status quo. 

Approach 1: Continuation of the status quo, in which Family Day Care is not subject to Commonwealth-instituted quality principles or a system of accreditation;

Approach 2: A quality assurance system in which carers and coordination units are accredited individually, as proposed by the Project Teams in the document The Proposed Approach;

Approach 3:
A quality assurance system in which schemes are accredited and are largely responsible for ensuring carers and coordination units participate and comply with quality principles; and

Approach 4: Accreditation of schemes with two distinct accreditation levels – a compulsory minimum “Accreditation” level and a higher “Excellence” level for which participation is voluntary and in which individual carers or coordination units may participate.


4.
Impact Analysis

The groups primarily affected are:

· the schemes

· the carers

· the consumers

The impact of each approach is discussed in depth in Section 6.

4.1
Effect on existing Regulations

The existing regulations – A New Tax System (Family Assistance)  (Administration) Act 1999 requires minor change under the Child Care Benefit (Eligibility of Child Care Services for Approval & Continued Approval) Determination 2000.

Part 1 Section 24 will need to be altered to include a statement to the effect:

“An approved Family Day Care service/Scheme must:

(a)
participate in the Quality Assurance System for Family Day Care in accordance with any quality improvement and accreditation requirements published by the Council; and

(b)
maintain good quality child care or make satisfactory progress to improve the quality of child care in accordance with the Quality Assurance System for Family Day Care as assessed by the Council.”

Note: “Council” refers to the National Childcare Accreditation Council (NCAC) which will be responsible for the administration of the Quality Assurance System.
Sections 14 and 23 may also need to be broadened to incorporate Family Day care.
This change will formalise the link between the payment of Child Care Benefit and the participation of the scheme in the quality assurance system.

The National Standards will not require any alteration due to the introduction of a Quality Assurance System for Family day Care.

5.
Assessment of Costs - Cost Effectiveness Study

KPMG Consulting was engaged by the Department of Family and Community Services (FaCS) to undertake a cost-effectiveness study of various approaches to implementing a quality scheme for Family Day Care. 


The costs and impacts of the four approaches (refer section 3) were investigated.  The cost effectiveness of these approaches is discussed below.


6.
Cost-effectiveness

6.1
Approach 1 – Status Quo

The first approach is the baseline alternative against which the other three approaches are compared.  It simply assumes there is no Commonwealth-instituted quality assurance process, and therefore no additional compliance costs to those already incurred through existing quality assurance, licensing and other activities.

Approach 1 recognises the work that has already been done by the NFDCCA and by some State and Territory governments to improve or assure quality levels in Family Day Care.  For the purposes of the analysis the impacts of these activities are taken into account in stakeholders’ estimates of baseline quality levels, and the costs of these activities are excluded from the analysis as they are not additional costs related to a Commonwealth-instituted quality assurance scheme.  

The existence of existing activities related to quality assurance implies a capacity to absorb the compliance costs of a Commonwealth-instituted quality assurance scheme within existing activities (if the activities or objectives are of a similar nature), and the implications of this for compliance costs are explored.

There are costs associated with “doing nothing”, particularly in regard to long-term outcomes for children.  These are explored qualitatively. In relation to Approach 1 (the status quo), stakeholders were asked what were the costs of doing nothing.

The major cost identified by many licensing authorities was in relation to outcomes for children.  Studies have found that investment in children’s early years represents a major cost saving to Government in later years of a child’s life.  For example, it has been estimated that a one dollar investment saves $13 in the long run (source not given).  Quality assurance in Family Day Care is one component of investing in children’s early years.
There are also costs associated with not being recognised (or perceived as not being recognised) as part of the child care industry.  Carers said that quality assurance would give them ‘standing’.  Not having a quality assurance system would perpetuate a perception that Family Day Care are “poor relations” (of Long Day Care).  It may also be more difficult to attract families to Family Day Care without a quality assurance system.

Summary Approach 1: No Commonwealth instituted quality assurance process and therefore no additional compliance costs to those already incurred through existing quality assurance, licensing and other activities. On going costs from potential for children to be experiencing lower quality care. 

6.2
Approach 2 – Individual accreditation of coordination units and carers

Approach 2 is modelled on the approach proposed by the Project Teams in the document The Proposed Approach.  Carers and coordination units are accredited individually.

To provide a consistent benchmark for comparison of each approach and a brief description of principles for stakeholders, it has been assumed that the quality principles would be broadly similar in scope and intent to those under the QIAS framework.  While the significant work of the Project Teams in developing quality principles is recognised, they are not an officially agreed set of principles at this time.  Furthermore, the volume of material to be covered in the stakeholder consultations necessitated that the principles be characterised in a form that could be explained unambiguously in a few sentences.  Given that the motivations for a quality assurance system in Family Day Care include ‘level playing field’ (with Long Day Care) considerations, it seemed reasonable to assume that while individual principles will need to reflect the unique characteristics of Family Day Care, the overall ‘height of the hurdle’ would be similar to that of the QIAS.  Estimates of participation rates, existing quality levels and compliance costs are based on this key assumption.

In order to present to stakeholders, and cost the quality assurance process in a consistent way, some assumptions needed to be made about the process.  Figure 6.1 illustrates the key steps in the process with respect to Approach 2.  

Each carer and coordination unit would make their own decision whether to participate in the quality assurance scheme.  For those choosing to participate, the first step would be to register with the accreditation body.  The scheme would establish a quality improvement team of carers, coordinators, management committee and Parents, as outlined in The Proposed Approach.  

Next, each participant would undertake self-assessment against the quality principles, using a self-assessment workbook or similar tool, and prepare a self-study report.  At this point, some would determine that they met the required principles to progress directly to external assessment, while others would undergo a cycle of developing and implementing a quality improvement plan.

Following assessment, carers and coordination units would either be accredited or would be required to undergo further planning and quality improvement (re-work).  The final decision would be made via a similar process to that of the QIAS, ie:

· an Assessor would visit the site, and write a report recommending accreditation or non-accreditation;

· the report would be considered by a Moderator Panel, and a recommendation put to a national accreditation council (eg. the NCAC); and

· the national council would make the final decision.

If accredited, carers and coordination units would be re-assessed either annually, two yearly or three-yearly.  The likely cost structures discussed later in this report are predicated on this arrangement.

For clarity, reviews of decision are excluded from the diagram.  A review of decision would be carried out at the request of a carer or coordination unit where there was disagreement about the decision resulting from the accreditation review.
Figure 6.1: Quality Assurance Process – Approach 2
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Summary Approach 2: A quality assurance system in which carers and coordination units are accredited individually.
6.3
Approach 3 – Accreditation of schemes

Under Approach 3, schemes rather than individual carers and coordination units are accredited.  As a result, schemes are responsible for ensuring carers and coordination units participate and comply with quality principles.  There is an option under this approach to include a sample of carers as part of the accreditation review.

For comparison purposes, the quality assurance process and principles are assumed to be equivalent to Approach 2 in every other respect (Figure 6.2).

Figure 6.2: Quality Assurance Process – Approach 3
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Summary Approach 3: Schemes are accredited with a sample of carers reviewed for compliance with the scheme’s policies, objectives and quality processes.

6.4
Approach 4 – Accreditation of schemes, Dual-level

Approach 4 also involves accreditation of schemes.  However, there are two distinct accreditation levels: 

· A minimum level (which may or may not be compulsory) and which is labelled “Accreditation” for the purposes of this report; and 

· A second level labelled “Excellence Rating”, attainment of which would be voluntary, and which may be open to individual carers and coordination units as well as schemes.  There would also be a cursory check that State/Territory licensing standards had been met, labelled a “Licensing Rating”.

Figure 6.3 illustrates the bi-level process under Approach 4.  For modelling purposes it is assumed that on achieving Accreditation, each scheme would make a decision to either maintain a continuous quality improvement process at Accreditation level, or to pursue an Excellence Rating.  Assessments for either re-accreditation or Excellence would be carried out at next scheduled review – ie. the Excellence Rating would not drive additional review visits.

Figure 6.3: Quality Assurance Process for Approach 4
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Summary of Approach 4: Accreditation of schemes with two distinct accreditation levels – a compulsory minimum “Accreditation” level and a higher “Excellence” level for which participation is voluntary and in which individual carers or coordination units may participate

6.5
Methodology

The cost-effectiveness analysis combines a decision-analytic framework with activity-based costing.  The key steps shown in Figures 6.1, 6.2 and 6.3 have been used as the framework for the identification and costing of activities.  Unit costs have been developed in relation to each step, for both administrative and compliance costs.

A decision-analytic framework was used to specify the decision-making process and key outcomes and events for carers, coordination units and schemes.  Cost drivers were estimated on the basis of numbers of carers, coordination units and schemes per outcome and event per year.

Compliance costs are based on identification of tasks and resource requirements at each stage of the quality assurance process.  Stakeholder input has been used extensively to inform the cost build-ups used in the model.

6.5. 1
Data sources

One of the challenges in preparing this model has been a lack of data on important variables such as participation rates, turnover rates and existing levels of quality within the sector and across jurisdictions.  The model has made extensive use of the input of stakeholders.  

Where particular costs or impacts could not be quantified, stakeholder input has been used to inform the development of plausible ranges of values tested in the model.

The experience of the National Childcare Accreditation Council (NCAC) and the Accreditation Decisions Review Committee (ADRC) with the QIAS has also been drawn upon where appropriate.

Table 6.5.1 summarises the data sources used for each component of the cost-effectiveness model.

Table 6.5.1 – Sources of data and information

Component of model
Sources of data
Sources of information used in developing assumptions

Number of carers, schemes, distribution of staffing levels and child care hours
1997 Census of Child Care Services and 1996 Census of Child Care Services (Department of Family and Community Services)


Decision tree

The Proposed Approach, QIAS Handbook, discussions with FaCS

Design/definition of alternative approaches, and

Implementation timetable

Briefing Notes Prepared for Cost-Effectiveness Study (FaCS, 17 January 2000), discussions with FaCS

Anticipated roles of carers, coordination units, management committees, scheme Operators and Parents in quality assurance system

Stakeholder consultations

Administrative unit costs
Focal Point Consulting model on QIAS
NCAC and ADRC

Administrative fixed costs

NCAC and stakeholder consultation

Compliance unit costs

Stakeholder consultations and quality assurance processes outlined in The Proposed Approach and QIAS Handbook

Administrative cost drivers
Focal Point Consulting model on QIAS
NCAC, ADRC and stakeholder consultations

Compliance cost drivers

Stakeholder consultations and quality assurance processes outlined in The Proposed Approach and QIAS Handbook

Value of carer time
Census of Child Care Services
Stakeholder consultations

Value of coordination unit and management committee time
Census of Child Care Services
NFDCCA and stakeholder consultations

Exit rates, participation rates, turnover rates, baseline quality levels

Stakeholder consultations

Accreditation decisions and appeals – processes and outcomes

NCAC and ADRC

6.5.2
Stakeholder consultations

Stakeholder consultations were an important component of this study, as a means of both:

· gathering data and expert opinion with respect to compliance costs, impacts and industry decision making with respect to quality assurance, and 

· identifying cost-effectiveness issues which may be used to inform further consideration of the design and implementation of a quality assurance system.

6.5.3
Stakeholders interviewed

Stakeholders and industry experts interviewed included:

· The National Family Day Care Council of Australia (NFDCCA) Executive;

· carers and coordinators through workshops held on four consecutive Saturdays in Sydney, Brisbane, Melbourne and Adelaide; and a workshop held in Perth;

· State/Territory officials from every jurisdiction, either face-to-face or by telephone (generally licensing or regulatory officials and, in the case of South Australia, the Statewide operator/sponsor/licensing authority); 

· The National Childcare Accreditation Council (NCAC); and

· The Accreditation Decisions Review Committee (ADRC).

6.5.4
Content of consultations

Topics covered varied with each consultation to reflect the expertise and viewpoints within each consultation, but included:

· possible impacts of a quality assurance system (eg. on outcomes for children, nature of Family Day Care, carers, coordination units, schemes, participation rates, turnover rates, exit rates);

· costs of a quality assurance system (including identification of quality assurance processes, activities and tasks, estimates of time taken to complete tasks, other resource requirements);

· costs of not having a quality assurance system;

· existing regulatory/licensing and quality assurance processes within each jurisdiction;

· cost-effectiveness issues with respect to quality assurance system approaches, barriers to implementation and requirements for a quality assurance system to work cost-effectively;

· outcome-oriented versus task-oriented quality principles; and

· alternative techniques for measuring quality.

6.5.5
Future consultation

Consultation will continue with stakeholders as the implementation of Quality Assurance is progressed.

6.5.6
Decision-analytic framework

The cost-effectiveness model is based on a decision-analytic framework, which captures the key decisions and events in the quality assurance process.

Each carer, coordination unit and scheme makes decisions and participates in events which drive the costs and outcomes we are interested in evaluating. The decision framework is a way to clarify the key decisions and events in the quality assurance process so that their costs and outcomes can be formally evaluated.

For example, in Approach 2 each carer must decide whether to participate in the quality assurance system.  Those who decide to participate carry out a self-assessment, develop and implement a quality improvement plan (if necessary), and go through an external assessment process.  The decisions made at each step of the process impact on the magnitude and timing of the costs (eg. the number of external assessments required to be made each year).


Ultimately, the final outcomes of interest are outcomes for children (eg. appropriate social and cognitive development).  However, these outcomes are impacted by many factors outside of a Family Day Care quality assurance system, making it unfeasible to assign causes and effects in a model.  Intermediate outcomes had to be identified which were more directly driven by the quality assurance process.  The key outcomes evaluated in the model are numbers of carers/coordination units/schemes participating in the quality assurance system, and numbers accredited. 

6.6 Cost Analysis

The model uses decision-analytic methods to model outcomes and cost-drivers.  Variable costs are derived on a unit cost basis using activity-based costing methods.  

Compliance costs are based on identification of tasks and resource requirements at each stage of the quality assurance process.  Stakeholder input has been used extensively to inform the cost build-ups used in the model.

Administrative costs are based on NCAC budget data contained in a spreadsheet model provided by Focal Point Consulting.  Focal Point Consulting had been engaged by the Commonwealth Child Care Advisory Council to undertake a cost-effectiveness study of various options for QIAS.  The interpretation of figures and development of assumptions have been discussed with the NCAC.

A number of simplifying assumptions have been made in order to compensate for a lack of reliable data and to focus on the key cost drivers and sources of uncertainty.  These assumptions are discussed in detail in the Appendix.

6.6.1
Results

Tables 6.1 – 6.3 summarise outcomes and costs under each of the three Approaches.  The Appendix summarises and discusses the results of the model and the Appendix covers the results in more detail.  

Table 6.6.1 – Approach 2


Year 1
Year 2
Year 3
Year 4
Year 5
Year 6

Accredited carers
6,904
7,563
7,585
7,600
7,611
7,618

Accredited coordination units
254
289
289
289
289
289

Administrative costs
$6.9 m
$6.3 m
$6.3 m
$6.3 m
$6.3 m
$6.3 m

Compliance costs
$11.3 m
$8.2 m
$8.3 m
$8.0 m
$7.9 m
$7.9 m

Table 6.6.2 – Approach 3


Year 1
Year 2
Year 3
Year 4
Year 5
Year 6

Accredited schemes
254
289
289
289
289
289

Administrative costs
$1.3 m
$1.0 m
$0.9 m
$0.9 m
$0.9 m
$1.0 m

Compliance costs
$11.5 m
$8.3 m
$7.7 m
$7.2 m
$7.4 m
$7.5 m

Table 6.6.3 – Approach 4


Year 1
Year 2
Year 3
Year 4
Year 5
Year 6

Accredited schemes
254
289
289
289
289
289

Carers pursuing Excellence
0
4833
4833
4833
5095
5279

CUs pursuing Excellence
0
229
229
229
229
229

Administrative costs
$1.4 m
$3.4 m
$3.4 m
$3.4 m
$3.5 m
$3.6 m

Compliance costs
$11.5 m
$10.8 m
$10.2 m
$9.8 m
$9.9 m
$10.0 m

The total costs to the Australian community (ie. administrative costs plus compliance costs) are in the order of:

· $173 per child in Family Day Care under Approach 2;

· $108 per child in Family Day Care under Approach 3; and

· $158 per child in Family Day Care under Approach 4.

The compliance costs shown in the tables above are equivalent to an additional cost of:

· ten cents or 3.3% per child care hour under Approach 2;

· nine cents or 3% per child care hour under Approach 3; and

· twelve cents or 4% per child care hour under Approach 4.

These calculations are based on an average fee per hour of $3.00.
7.
Conclusions

The Commonwealth Government is committed to developing and implementing a quality assurance system for Family Day Care.  The effectiveness of the quality assurance system, in terms of participation rates and numbers of participants meeting the quality principles, will ultimately depend on the extent to which stakeholders perceive the system as meeting their expectations.  This will be a function of both system design and the policy development process that leads to the approach adopted.

7.1
Principles for a quality assurance system

Stakeholder views about what constitutes a cost-effective quality assurance system are by no means unanimous.  However, some general principles stand out.  The industry is most likely to support a quality assurance system which:


· is developed in close consultation with stakeholders, piloted prior to implementation, and implemented at a pace that is acceptable to stakeholders;

· strives to keep intact the nature of Family Day Care and the types of care that Family Day Care consumers have chosen for their children;

· takes a flexible approach to quality assurance, recognising differences between carers, schemes, jurisdictions and cultures in terms of concepts of quality care and systems for measuring and improving quality;

· provides appropriate levels of training and ongoing support to participants (with extra support available for those who need it);

· involves quality principles which are outcome-focused and which set realistic goals for quality improvement bearing in mind the practicalities of participants’ responsibilities and workloads;

· streamlines State/Territory and Commonwealth systems, both to minimise administrative and compliance costs associated with monitoring and assessment, and to avoid overlap, duplication and inconsistencies, and

· makes use of existing structures, processes and activities so that quality assurance enhances efficiency rather than becoming another layer of work.

7.2
Cost-effectiveness

Modelling and qualitative analysis suggest that Approach 3 is likely to be the most cost-effective approach in terms of total (administrative and compliance) costs per participant and cost for a given accreditation rate.  Use of resources at the administrative level can be optimised through:

· a flexible reassessment schedule with a mix of one, two and three-year accreditation cycles based on quality levels (it is anticipated that the accreditation cycle will be 2.5 years); and

· sampling an appropriate number of carers within each scheme that represents a balance between the costs of the assessment on the one hand, and the quality of the assessment and incentives for individual carers to raise quality principles on the other.

Compliance costs can be minimised by developing quality assurance processes that build upon the systems, structures and relationships already in place.  An explicit goal of the quality assurance scheme should be to improve efficiency within the sector in order to minimise or even reduce scheme operating costs.  Over the short-to-medium term, this will require a flexible system that enables each scheme to absorb additional tasks within a range of existing activities, and choose from a range of possible routes to each of the outcomes sought.



Stakeholder support also went towards approach 3 as being the most appropriate approach.  This included the view that a sample of carers within a scheme should be part of the assessment or review. Sampling an appropriate number of carers within each scheme that represents a balance between the costs of the assessment on the one hand, and the quality of the assessment and incentives for individual carers to raise quality on the other.

This approach also provides strong parallels to the QIAS.  Maintaining a similar approach will be important in answering the concerns of some parts of the early childhood services sector that Family Day Care does not operate on a level playing field.

As to the costs to the Commonwealth of introducing a quality assurance system in Family Day Care, this relates mainly to the administration of the system. These costs are outlined in the Appendix – Chart A.1. Schemes will not receive any additional funding towards compliance costs.

7.3
System design issues

The Department has considered the following areas with the appropriate stakeholders as part of the process to refine the development of the quality assurance system:

· the piloting of approaches, the design of those approaches and selection of appropriate sites;

· possible approaches to the phased implementation of quality assurance principles, including approaches which:

· start with modest ambitions and progressively raise the ‘height of the hurdle’ over time to facilitate widespread initial adoption of quality principles and continuous improvement processes; and/or

· focus initially on a few high priority principles, with further principles being added over time;

· the range of quality assurance processes and Family Day Care structures already in place and strategies to integrate new activities with these processes and structures;

· potential areas of overlap between State/Territory and Commonwealth systems, and strategies to address these in each jurisdiction;

· criteria for the recruitment and training of external assessors;

· appropriate levels of financial assistance with start-up costs and the implications of alternative payment mechanisms;

· appropriate levels of accreditation fees to ensure they are not a barrier to participation;

· the special needs of indigenous communities, other cultural groups, and rural/remote participants and the implications of these needs may impact on system design considerations and forms of support;

· an appropriate random sampling rate for carers (under approaches where accreditation is awarded at the scheme level) to ensure accurate assessment of quality levels and adequate incentives for participation; and

· processes for the “acceptance testing” of quality principles and system design elements (eg. focus groups).

7.4
Benefits of a Quality Assurance System

The main benefits derived from a quality assurance system are more qualitative than quantitative.

The Commonwealth Department of Family and Community Services, in consultation with key stakeholders, has agreed that the quality assurance system for Australian Family Day Care should achieve two broad goals. It should:

· contribute to achieving quality child care outcomes for children and parents.

· foster continuous quality improvement for those involved in Family Day Care. 

Those goals arose from an extensive period of consultation with key stakeholders and experts in the field of early childhood and of Family Day Care concerning appropriate goals for the introduction of a national quality assurance system for Australian Family Day Care schemes. Central to the agreement reached is the view that quality assurance should be introduced into Australian Family Day Care to assure that children and parents participating in Australian Family Day Care experience quality outcomes. In addition, there is a strong commitment to introducing a quality assurance process that also supports continuous improvement in those outcomes over time.

Where market failure occurs because parents cannot accurately judge the quality of child care, the introduction of a quality assurance system will provide the access to reliable and objective information about child care alternatives, services and individual providers. Information provided to parents as consumers will assist them in making more informed decisions in choosing quality child care. It is argued that accreditation of child care is a means for government to provide an assurance of quality child care.

The benefits of quality child care accrue, in the first instance, to either children or to their parents, and through them to society at large. The benefits to children come in their greater social, language, cognitive and other forms of development, which lead, among other things, to improved school performance and decreased likelihood of dropping out of school. These effects in school lead to increased incomes, greater probability of employment, better health and more job satisfaction. For society, this translates into increased productivity, higher generation of tax revenues, decreased social assistance and health costs, and improved citizenship. 

The benefits to parents come in the form of increased attachment to the labour force for parents of young children and /or greater opportunities to participate in the community. This increased attachment will take the form of a movement from part-time to full-time work for some, increased willingness and ability to accept promotion and career-development opportunities, movement from outside the labour force to part-time work for others, and because of increased job experience when children are young, increased incomes, decreased prospects of poverty at time of divorce or widowhood, and increased financial independence.

Access to quality childcare can also increase the incidence of parents taking up educational opportunities. Some may also increase their level of participation in the community such as volunteer work. 

Under any conceivable early childhood education program, parents will continue to provide the key elements of child raising.  But because parents are in the labour force and will remain there, doing better requires that society find ways to make effective child raising compatible with the reality of working parents.

Given the essential nature of the raising of children, it is appropriate to ask whether society can afford not to provide high quality care to its children.

8.
Implementation of the Quality Assurance System

A quality assurance system that accredits schemes (Approach 3) is being initially piloted across a representative section of the Family Day Care sector. This will enable perspective of differences within states and territories to be addressed, as well as cover the regular scheme cycles (recruitment of carers, new intake of children, quarterly reporting, and interaction with state government). 

The primary purpose of the pilot program is to test the validity of the implementation model and the quality measurement tool. The implementation model and quality measurement tool are under development at this time.

Piloting the model and tool will allow for fine-tuning and the early discovery of any problems or issues before they are rolled out to the wider group of participants. Schemes involved in the pilot program will provide feedback that will be assimilated into the final version of the quality assurance .


An external/peer review will be undertaken towards the end of the piolt. This will assess the validity of the tool as a suitable method for assessment.

It should be noted that participation in the pilot does not entitle the participating scheme to accreditation, as the primary goal is to assess the validity of the model and the tool only. However, the department will recognise the efforts of the participants and the option of fast tracking participants to accreditation is being investigated for when the system is rolled out.

8.1
Time frame

It is proposed that the pilots run for approximately 6 months from the start of the year 2001.

A self-evaluation by carers and co-ordination units will be undertaken in the first few weeks of the pilot and preliminary findings will be sought. 
These findings will then be assimilated into the Quality Assurance System and also used in the further development of the training and briefing processes to commence before system rollout.

8.2
Peer/external review

Towards the end of the pilot a peer/external review will take place. This review is a validation exercise to ensure consistency of application of the tool and provide an objective assessment of the tool. It will test how a peer review would work in the future.

The reviewer/s will examine the self-evaluation and action plan documents and will likely undertake a visit to the scheme under evaluation. The measurement tool will be used as the mechanism for the overall assessment.

The reviewer/s will provide comments and feedback to the Department for inclusion in the final report.

8.3
Feedback and de-briefing

Feedback will be available to the schemes. This feedback will be in terms of the effectiveness of the model and tool and in no way will attempt to assess the level of “quality” of the scheme. 

De-briefing will also be conducted with the primary contacts to obtain sentiments and to celebrate participation and share information.

8.4
Collate Feedback

The self-evaluation data and the reviewer’s comments will be forwarded to the Department for collation. Feedback may be sought from the sample of carers and parents, to be included in overall assessment of the system.

The Department will review all information gathered from the pilot process, self-assessment and peer/external reviews and will draft a report that will be reviewed and discussed by the Quality Assurance Working Party.

The information will be used to review the validity and suitability of the quality assurance model and the quality measurement tool through consultation with the stakeholders.

8.5
Reassess Quality Assurance System

Any changes required to the quality assurance model and/or the quality measurement tool as a result of the feedback, will be documented and reported to the Quality Assurance Working Party and stakeholders for comment.

Once consensus of changes is achieved, the Department, in consultation with the QA Working Party (and possibly external expertise), will modify the quality assurance model and tool. This may also instigate changes to training documentation in preparation for the rollout of the system.

The Family Day Care sector will be informed of the final changes to the model and/or tool.

8.6
Accreditation Process

It is proposed that the National Childcare Accreditation Council (NCAC) would also administer the Family Day Care system.  However, the Council will need to be restructured in order to take on this function. 

Once the Quality Assurance System has been formally introduced, it is anticipated that accreditation cycles will be approximately every 2.5 years. This may alter if the scheme involved undergoes considerable change as outlined in Section 19 Notifiable Events of the Child Care Benefit (Eligibility of Child Care Services for Approval and Continued Approval) Determination 2000.

9.
Review of Quality Assurance in Family Day Care

9.1
Review Period

It is anticipated that 12 to 18 months after implementation, the Quality Assurance System for Family Day Care will undergo a review to assess the validity and effectiveness of the process. To ensure impartiality, an independent body will conduct this review. 

9.2
Complaints/appeals process

The National Childcare Accreditation Council (NCAC) will handle any complaints pertaining to the accreditation process as well as any customer satisfaction issues.

The Accreditation Decision Review Committee will handle appeals relating to accreditation decisions. This is a separate, Ministerially appointed group that currently handles appeals about QIAS decisions. 

Appendix 

 Results and discussion

This section summarises the results of the modelling analysis, discusses qualitative considerations, which are not included in the model, and draws together the key findings of the model and the stakeholder consultations.

Approach 1

Approaches 2, 3 and 4 are evaluated relative to the status quo.  The following variables assumed under Approach 1 provide the benchmark level against which each alternative approach is evaluated:

· the number of carers in the industry remains constant each year at 13,996 (1997 Census of Child Care Services);

· the number of schemes and coordination units remains constant at 325;

· the current level of quality within the industry is represented by the number of carers, coordination units and schemes that would meet the quality principles without having to undertake quality improvement work.  This figure varies from scenario to scenario but is captured in a consistent way within assumptions about baseline quality levels in the model;

· administrative costs to the Government are zero, as there is no Commonwealth-instituted quality assurance system in place;

· compliance costs are zero;

· the model does not attempt to estimate the costs of ‘doing nothing’, but these are discussed as a qualitative consideration.

Approach 2

The outcomes and costs for Approach 2 under the base set of assumptions are shown in the following tables.  A full discussion of results is appended.

Table A.1 – Summary of results


Year 1
Year 2
Year 3
Year 4
Year 5
Year 6

Accredited carers
6,904
7,563
7,585
7,600
7,611
7,618

Accredited coordination units
254
289
289
289
289
289

Administrative costs
$6.9 m
$6.3 m
$6.3 m
$6.3 m
$6.3 m
$6.3 m

Compliance costs
$11.3 m
$8.2 m
$8.3 m
$8.0 m
$7.9 m
$7.9 m

Table A.2 – Administrative costs


Year 1
Year 2
Year 3
Year 4
Year 5
Year 6

Assessor remuneration & on-costs
$1,925,406
$1,934,158
$1,922,727
$1,926,241
$1,928,725
$1,930,474

Moderator remun. & on-costs
$327,815
$329,305
$327,359
$327,957
$328,380
$328,678

Council remun. & on-costs
$129,685
$130,275
$129,505
$129,742
$129,909
$130,027

Admin. staff remun.& on-costs
$476,334
$478,499
$475,672
$476,541
$477,155
$477,588

Financial staff remun.&on-costs
$126,434
$127,009
$126,258
$126,489
$126,652
$126,767

Early childhood advisor r&o
$63,000
$63,000
$63,000
$63,000
$63,000
$63,000

Assessor and moderator training
$298,809
$0
$0
$0
$0
$0

Assessor airfares and allowances
$1,502,722
$1,509,552
$1,500,631
$1,503,373
$1,505,312
$1,506,677

Assessor vehicles (own,rental,taxi)
$711,117
$714,349
$710,127
$711,425
$712,342
$712,988

Council meetings (excl. remun.)
$161,817
$162,552
$161,591
$161,887
$162,096
$162,243

Moderator panels (excl. remun.)
$236,676
$237,752
$236,347
$236,779
$237,084
$237,299

Post, printing, stationery, phone
$557,216
$559,749
$556,441
$557,457
$558,176
$558,682

ADRC
$20,056
$20,147
$20,028
$20,065
$20,091
$20,109

Central office start up costs
$317,500
$0
$0
$0
$0
$0

Central office ongoing fixed costs
$37,340
$37,340
$37,340
$37,340
$37,340
$37,340

Total administrative costs
$6,891,927
$6,303,688
$6,267,026
$6,278,295
$6,286,263
$6,291,872

Table A.3 – Required staffing levels (additional staff)


Year 1
Year 2
Year 3
Year 4
Year 5
Year 6

Assessors (FTE)
44.4
44.6
44.4
44.4
44.5
44.5

Moderators (No.)

135.6
136.2
135.4
135.7
135.8
136.0

Administrative staff (FTE)
9.4
9.1
9.3
9.3
9.3
9.3

Financial staff (FTE)
2.0
1.9
2.0
2.0
2.0
2.0

Early childhood advisor (FTE)
1.0
1.0
1.0
1.0
1.0
1.0

Table A.4 – Accreditation fees and net administrative costs 


Year 1
Year 2
Year 3
Year 4
Year 5
Year 6

Accreditation fees
$1,645,646
$984,877
$1,034,491
$1,036,038
$1,037,093
$1,037,836

Administrative costs less revenues
$5,246,281
$5,318,811
$5,232,535
$5,242,257
$5,249,170
$5,254,037

Table A.5 – Compliance costs


Year 1
Year 2
Year 3
Year 4
Year 5
Year 6

Carers
$3,610,876
$3,609,937
$3,705,867
$3,705,614
$3,710,697
$3,714,278

Coordination units
$7,229,790
$4,501,774
$4,447,342
$4,136,210
$4,134,220
$4,134,207

Management Cttees/ Operators
$312,847
$117,089
$148,927
$91,896
$91,881
$91,894

Parents
$133,806
$333
$333
$333
$333
$333

Total compliance costs
$11,287,318
$8,229,134
$8,302,469
$7,934,053
$7,937,131
$7,940,712

Over the six-year period shown, compliance costs equate to an average:

· 1 hour and 20 minutes per week for carers

· 9 hours and 50 minutes per week for coordination units

· 30 minutes per scheme per week for management committees/operators

· 25 minutes per scheme per week for parents

If all compliance costs to the industry were ultimately handed down to consumers through an increase in carers’ fees, the average increase would be ten cents or 3.3% per child-care hour.
Total costs to the Australian community (ie. administrative costs plus compliance costs) equate to approximately $173 per child in Family Day Care.

Approach 3

Outcomes and costs under Approach 3 under the base set of assumptions are summarised below.  A full discussion of results is appended.

Table A.6 – Summary of results


Year 1
Year 2
Year 3
Year 4
Year 5
Year 6

Accredited schemes
254
289
289
289
289
289

Administrative costs
$1.3 m
$1.0 m
$0.9 m
$0.9 m
$0.9 m
$1.0 m

Compliance costs
$11.5 m
$8.3 m
$7.7 m
$7.2 m
$7.4 m
$7.5 m

Table A.7 – Administrative costs 


Year 1
Year 2
Year 3
Year 4
Year 5
Year 6

Assessor remuneration & on-costs
$303,025
$303,696
$284,968
$284,933
$291,214
$295,610

Moderator remun. & on-costs
$11,653
$11,728
$11,530
$11,529
$11,529
$11,529

Council remun. & on-costs
$4,610
$4,640
$4,561
$4,561
$4,561
$4,561

Admin. staff remun.& on-costs
$16,933
$17,041
$16,754
$16,752
$16,752
$16,752

Financial staff remun.&on-costs
$4,495
$4,523
$4,447
$4,447
$4,447
$4,447

Early childhood advisor r&o
$63,000
$63,000
$63,000
$63,000
$63,000
$63,000

Assessor and moderator training
$18,767
$0
$0
$0
$0
$0

Assessor airfares and allowances
$291,427
$292,005
$273,275
$273,241
$279,614
$284,074

Assessor vehicles (own,rental,taxi)
$111,917
$112,165
$105,248
$105,235
$107,555
$109,179

Council meetings (excl. remun.)
$5,752
$5,789
$5,692
$5,691
$5,691
$5,691

Moderator panels (excl. remun.)
$8,413
$8,467
$8,325
$8,324
$8,324
$8,324

Post, printing, stationery, phone
$118,739
$118,964
$111,219
$111,205
$113,854
$115,708

ADRC
$718
$722
$709
$709
$709
$709

Central office start up costs
$317,500
$0
$0
$0
$0
$0

Central office ongoing fixed costs
$37,340
$37,340
$37,340
$37,340
$37,340
$37,340

Total administrative costs
$1,314,288
$980,081
$927,070
$926,967
$944,590
$956,925

Table A.8 – Required staffing levels (additional staff)


Year 1
Year 2
Year 3
Year 4
Year 5
Year 6

Assessors (FTE)
7.0
7.0
6.6
6.6
6.7
6.8

Moderators (No.)
4.8
4.9
4.8
4.8
4.8
4.8

Administrative staff (FTE)
0.3
0.3
0.3
0.3
0.3
0.3

Financial staff (FTE)
0.1
0.1
0.1
0.1
0.1
0.1

Early childhood advisor (FTE)
1.0
1.0
1.0
1.0
1.0
1.0

Table A.9 – Accreditation fees and net administrative costs 


Year 1
Year 2
Year 3
Year 4
Year 5
Year 6

Accreditation fees
$1,645,646
$984,877
$984,877
$984,877
$1,010,042
$1,027,657

Administrative costs less revenues
-$331,358
-$4,797
-$57,808
-$57,910
-$65,452
-$70,731

Table A.10 – Compliance costs


Year 1
Year 2
Year 3
Year 4
Year 5
Year 6

Carers
$3,889,824
$3,611,673
$3,422,823
$3,413,218
$3,533,897
$3,618,379

Coordination units
$7,150,298
$4,501,357
$3,952,299
$3,636,621
$3,634,830
$3,634,830

Management Cttees/ Operators
$325,468
$220,207
$337,565
$200,442
$200,442
$200,442

Parents
$148,439
$1,005
$988
$988
$988
$988

Total compliance costs
$11,514,029
$8,334,242
$7,713,675
$7,251,269
$7,370,156
$7,454,638

Over the first six years of the quality assurance system, compliance costs equate to an average:

· 1 hour and 20 minutes per week for carers

· 9 hours per week for coordination units

· 30 minutes per scheme per week for management committees/operators

· 30 minutes per scheme per week for parents

If all compliance costs to the industry were ultimately handed down to consumers through an increase in carers’ fees, the average increase would be nine cents or 3% per child-care hour.
Total costs to the Australian community (ie. administrative costs plus compliance costs) equate to approximately $108 per child in Family Day Care.

Approach 4

The following tables summarise the results for Approach 4 under the base set of assumptions.  A full discussion of results is appended.

Table A.11 – Summary of results


Year 1
Year 2
Year 3
Year 4
Year 5
Year 6

Accredited schemes
254
289
289
289
289
289

carers pursuing Excellence
0
4833
4833
4833
5095
5279

CUs pursuing Excellence
0
229
229
229
229
229

Administrative costs
$1.4 m
$3.4 m
$3.4 m
$3.4 m
$3.5 m
$3.6 m

Compliance costs
$11.5 m
$10.8 m
$10.2 m
$9.8 m
$9.9 m
$10.0 m

Table A.12 – Administrative costs 


Year 1
Year 2
Year 3
Year 4
Year 5
Year 6

Assessor remuneration & on-costs
$303,025
$1,148,911
$1,130,561
$1,130,526
$1,180,027
$1,214,698

Moderator remun. & on-costs
$11,653
$155,632
$155,435
$155,433
$162,747
$167,866

Council remun. & on-costs
$4,610
$61,569
$61,491
$61,490
$64,384
$66,409

Admin. staff remun.& on-costs
$16,933
$17,041
$16,754
$16,752
$16,752
$16,752

Financial staff remun.&on-costs
$4,495
$4,523
$4,447
$4,447
$4,447
$4,447

Early childhood advisor r&o
$63,000
$63,000
$63,000
$63,000
$63,000
$63,000

Assessor and moderator training
$149,938
$0
$0
$0
$0
$0

Assessor airfares and allowances
$291,427
$951,670
$933,324
$933,289
$973,456
$1,001,594

Assessor vehicles (own,rental,taxi)
$111,917
$424,331
$417,554
$417,541
$435,823
$448,629

Council meetings (excl. remun.)
$5,752
$76,823
$76,726
$76,725
$80,335
$82,863

Moderator panels (excl. remun.)
$8,413
$112,363
$112,221
$112,220
$117,500
$121,196

Post, printing, stationery, phone
$118,739
$363,571
$355,985
$355,971
$371,163
$381,806

ADRC
$718
$8,968
$8,956
$8,955
$9,403
$9,716

Central office start up costs
$317,500
$0
$0
$0
$0
$0

Central office ongoing fixed costs
$37,340
$37,340
$37,340
$37,340
$37,340
$37,340

Total administrative costs
$1,445,459
$3,425,744
$3,373,793
$3,373,691
$3,516,378
$3,616,317

Table A.13 – Required staffing levels (additional staff)


Year 1
Year 2
Year 3
Year 4
Year 5
Year 6

Assessors (FTE)
7.0
26.5
26.1
26.1
27.2
28.0

Moderators (No.)
4.8
64.4
64.3
64.3
67.3
69.4

Administrative staff (FTE)
0.3
0.3
0.3
0.3
0.3
0.3

Financial staff (FTE)
0.1
0.1
0.1
0.1
0.1
0.1

Early childhood advisor (FTE)
1.0
1.0
1.0
1.0
1.0
1.0

Table A.14 – Accreditation fees and net administrative costs


Year 1
Year 2
Year 3
Year 4
Year 5
Year 6

Accreditation fees
$1,645,646
$984,877
$984,877
$984,877
$1,011,102
$1,029,459

Administrative costs less revenues
-$200,187
$2,440,866
$2,388,916
$2,388,813
$2,505,276
$2,586,858

Table A.15 – Compliance costs


Year 1
Year 2
Year 3
Year 4
Year 5
Year 6

Carers
$3,889,824
$3,884,656
$3,699,901
$3,690,521
$3,831,098
$3,929,730

Coordination units
$7,150,298
$6,745,530
$6,196,472
$5,880,794
$5,879,002
$5,879,002

Management Cttees/ Operators
$325,468
$220,207
$339,861
$206,847
$206,847
$206,972

Parents
$148,439
$1,005
$988
$988
$988
$988

Total compliance costs
$11,514,029
$10,851,397
$10,237,222
$9,779,150
$9,917,935
$10,016,692

Over the first six years of the quality assurance system compliance costs equate to an average:

· 1 hour and 20 minutes per week for carers

· 12 hours and 45 minutes per week for coordination units

· 30 minutes per scheme per week for management committees/operators

· 30 minutes per scheme per week for parents

If all compliance costs to the industry were ultimately handed down to consumers through an increase in carers’ fees, the average increase would be twelve cents  or 4% per child-care hour.

Total costs to the Australian community (ie. administrative costs plus compliance costs) equate to approximately $158 per child in Family Day Care.

Sensitivity and scenario analysis

Due to a lack of quantitative data to inform the estimates, the cost-effectiveness model is required to deal with a large number of uncertain variables.  Sensitivity and scenario analyses were carried out to explore each source of uncertainty and its implications for the modelled outcomes and costs of alternative quality assurance approaches. 

The following paragraphs summarise the key findings of the analysis.
Outcomes

As may be expected, accreditation levels are significantly affected by the turnover rate and by the initial decision taken by schemes, carers and coordination units on whether to participate in the quality assurance system, with the highest accreditation rates being achieved under low turnover rates and high participation rates.  The participation rates are a more important source of uncertainty than the turnover rates, both in terms of its impacts and the degree of uncertainty around this set of variables.

The main difference in outcomes between Approach 2 and Approaches 3 and 4 depends on what assumptions are made about carer decisions when a greater number of schemes than carers wish to participate.  If it is assumed that carers who do not wish to participate, who are part of schemes that do wish to participate, decide to remain in the industry, then Approaches 3 and 4 result in higher numbers of carers attaining the quality principles than Approach 2, with industry size remaining equal.  

If on the other hand it is assumed that those carers would exit the industry, then the number of carers attaining the quality principles is equal under each Approach but there are less carers in the industry under Approaches 3 and 4 than Approach 2.

The most likely outcome would be somewhere between these extremes, with some carers being talked into participating and others exiting.  As a result, Approaches 3 and 4 are likely to result in slightly higher accreditation rates and a slightly smaller industry size than Approach 2.

Administrative costs

Administrative costs are driven primarily by the number of assessments and reassessments carried out each year.  The participation rate and the length of the reassessment cycle affect these most significantly. 

In addition, the phasing of administrative costs across years will depend on the average length of time for a participant, from registration to external assessment.  The base case assumes this time period is one year.  If the time period were two years, administrative costs would be lower in the first two years but would reach the same general level as the base case by year three.

Under Approaches 3 and 4, administrative costs are also affected by the percentage of carers included in the external assessment of each scheme. 

Compliance costs

Total compliance costs are influenced most significantly by the participation rates of schemes, carers and coordination units.  

Compliance costs are also subject to uncertainty around the extent to which additional tasks can be absorbed within existing industry activities.  However, to put compliance costs in perspective, if all costs to the industry were ultimately handed down to consumers through an increase in carers’ fees, the average increase would be less than 25 cents per child-care hour under any scenario.

Ranges of costs

Charts A.1 and A.2 illustrate the impact of key sources of uncertainty about industry characteristics and decisions, on the estimated costs of a quality assurance system.  The charts compare the range of administrative and compliance costs under each approach under the following assumptions:

· a 0% - 10% net loss of carers when the quality assurance system is introduced;

· carer participation rates between 70% and 90%; scheme and coordination unit participation rates between 85% and 95%;

· carer turnover rate of 30%; 

· an annual reassessment cycle; 

· for Approaches 3 and 4, a 20% sample of carers included in the external assessment; and

· for Approach 4, a carer participation rate of 50 - 70% in the Excellence Rating system, and a coordination unit participation rate of 80 - 90%.

Chart A.1 – Ranges of Administrative costs
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Chart A.2 – Ranges of compliance costs
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As the charts above show, a variation in the number of assessments carried out each year has a significant effect on administrative and compliance costs.  In particular, a high participation rate is accompanied by higher costs.

Approaches 3 and 4 would consume considerably less Government resources, but would not appreciably affect costs to individual industry participants as most quality assurance activities need to be carried out by carers regardless of who is being assessed for accreditation as demonstrated by the degree of overlap in Chart A.2.

Charts A.3, A.4 and A.5 show how administrative costs vary with the reassessment cycle (one-yearly, two-yearly, three-yearly or an even division between the three cycles).  The cost-savings that are possible by lengthening the reassessment cycle for ‘high performers’ is clear.

Chart A.3 – Administrative costs under alternative reassessment cycles – Approach 2
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Chart A.4 – Administrative costs under alternative reassessment cycles – Approach 3


[image: image10.wmf]$0.0

$0.2

$0.4

$0.6

$0.8

$1.0

$1.2

$1.4

Year 1

Year 2

Year 3

Year 4

Year 5

Year 6

Year

Administrative costs

Annual

Every 2 years

Every 3 years

Even split between 1, 2 and 3 years


Chart A.5 – Administrative costs under alternative reassessment cycles – Approach 4
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Distribution of costs

Charts A.6, A.7 and A.8 compare the total costs to the Australian community as a whole, and their distribution between Government, the Family Day Care industry and consumers.  These charts assume no re-distribution of costs, ie. that:

· the Government does not charge an accreditation fee to industry participants; and 

· industry compliance costs are not passed on to consumers.

Chart A.6 – Distribution of Approach 2 costs
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Chart A.7 – Distribution of Approach 3 costs
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Chart A.8 – Distribution of Approach 4 costs
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Qualitative considerations

Risks

Three factors have important cost-effectiveness and distributional implications for numbers of accredited carers/coordination units/schemes, administrative costs and compliance costs under any approach:

· the number of carers who exit the industry when a quality assurance system is introduced;

· the number of carers, coordination units and schemes who choose to participate in the quality assurance system; and

· the carer turnover rate.

The key risks are adverse impacts on quality levels if carers move to informal care or take-up of the quality assurance system is low.  The implications of these risks are lower numbers of accredited carers/coordination units/schemes than expected (accompanied by lower administrative and compliance costs than expected).

Exits, participation rates and turnover rates can each be influenced by the design and implementation of the quality assurance system, as discussed below.

Exits

Stakeholder opinion and anecdotal experience with the implementation of National Standards suggest that one impact of a quality assurance system may be a net loss of carers from the formal Family Day Care sector.

While the extent of this effect is not known, the implications of different exit rates on accreditation levels and costs has been explored in the sensitivity analysis (appended).  Qualitative considerations include the distributional impacts of having a smaller, high quality formal Family Day Care sector and a larger informal sector of unknown quality.

More carers may exit the industry under Approaches 3 and 4 than Approach 2, if a greater percentage of schemes than carers wish to participate.  For example, if 90% of schemes wish to participate, and 70% of those carers intending to remain in the industry for at least 12 months wish to participate, then 30% of carers in 90% of schemes (approximately 27% of carers over and above those already intending to exit within 12 months) would have to leave the scheme in order to avoid participating.

Participation

The participation rate is the most important source of uncertainty affecting accreditation rates, administrative costs and compliance costs under all three approaches.  The participation rate will be influenced by the type of quality assurance system implemented and the industry response to that system.  

Based on feedback received from stakeholders and other considerations, the following policy decisions could be expected to maximise the participation rate and minimise carer exits:

· linking participation in the quality assurance system to receipt of childcare assistance (stakeholders identified this is the most important influencing factor, and there is a risk of very low carer participation if this link is not in place);

· involving the industry in the design, piloting and implementation of the quality assurance system at a level that stakeholders consider adequate;

· ensuring the design of the system minimises compliance costs to the industry, including making maximum use of existing activities and paperwork and limiting the quality principles to the highest priority areas;

· setting the accreditation ‘hurdle’ at a level that strikes a balance between (a) seeming realistic and achievable to most carers, coordination units and schemes, and (b) providing enough ‘stretch’ to ensure levels of Family Day Care quality are raised and the principles are not perceived to be watered down.  The bar could be raised over time as industry quality levels improve;

· ensuring the level of accreditation fees is set at a level that does not discourage participation; and

· ensuring adequate resources/assistance are provided for participants incurring higher than average costs – in particular, NESB and rural/remote carers.

Turnover rate

The turnover rate for carers is currently stable at approximately 30% per annum.  Studies in the U.S. have found that Family Day Care turnover rates can decrease following the introduction of a quality assurance system.  However, most stakeholders felt that the extra meetings and paperwork imposed on carers by a quality assurance system would increase the turnover rate.

Available evidence (through surveys cited by stakeholders in South Australia) suggests that many exits occur for reasons not related to compliance costs or quality levels, so that the impact of a quality assurance system on the carer turnover rate may not be great.

Qualitative considerations suggest that exits may stabilise and entry rates decrease once the quality assurance system is established, due to the increased start-up costs involved in becoming a Family Day carer.  Since a large proportion of carers spend a relatively small number of years in the sector (eg. while their own children are of pre-school age), the predominant effect may be to discourage entry if compliance costs are too high.

Regulatory tiering impacts, distributional impacts and impediments to competition

Stakeholders raised several concerns relating to accreditation creating a system of “haves and have-nots”, under any approach but particularly with regard to Approach 4.  The sentiments were well summed-up by a licensing official:

“What’s the point of having a scheme that is three-star and another that is one-star, when the reasons for that are largely beyond their control?”.
Some of the possible impacts included:

· negative impacts on carers who may be disadvantaged (eg. NESB or rural/remote) and potential divisiveness within a scheme if some carers are high achievers while others struggle (especially if accredited carers were to charge higher fees);

· higher quality levels/accreditation rates in higher socio-economic regions, with the impact that the quality assurance may disproportionately benefit a privileged few (note that this assumes quality is more closely associated with material provisions as opposed to relationships); and

· increasing inequality between the operating costs of Family Day carers and stand-alone carers (if the latter were not subject to a quality assurance scheme).

A number of further potential impacts have been identified, as discussed below.

Impacts associated with financial assistance

Stakeholders have identified a need for financial assistance with start-up costs.  Options available to the Government to provide this assistance include the Child Care Benefit and Operational Subsidy. Private Family Day Care providers will receive the operational subsidy.  Long Day Care centres are not eligible for Operational Subsidy in relation to compliance costs imposed by the QIAS.

There are also implications involved in linking eligibility for Child Care Benefit to participation in the quality assurance system.  This link is desirable in terms of providing a strong incentive to participate.  However, the carers least likely to participate may be those who face the highest compliance costs or have the least ability to meet those costs – and a disproportionate number of such carers will be from low socio-economic regions.  Therefore, loss of Child Care Benefit could effectively make formal Family Day Care more expensive for those families who can least afford it. However, irrespective of socio-economic status, parents have a right to access information about the quality of care and to have the quality of that care assured.

Differential treatment between child care sectors

The existence of a quality assurance system for Long Day Care and not for Family Day Care (ie. the current situation) produces its own impediments to competition and regulatory tiering impacts.  The provision of a quality assurance system for Family Day Care could be expected to ameliorate differences between the two sectors.  However, it is unlikely to eliminate these effects as the nature, magnitude and incidence of compliance costs on the two sectors will not be identical.

Furthermore, the introduction of a Family Day Care quality assurance system will generate differences between that form of care and other sectors such as out-of-school hours care and stand-alone home-based care – potentially both in terms of consumer perceptions of quality and demand for services, and in the prices charged for different forms of care.

Differential treatment between jurisdictions

Many stakeholders (both licensing authorities and providers) have called for a flexible system which recognises differences between the licensing systems of different jurisdictions.  However, if licensing is used as an entry requirement to the quality assurance system, differences between jurisdictions could lead to differential treatment of Family Day Care schemes based on their location
.  Differences in State/Territory regulations for Family Day Care could also lead to differential treatment compared to Long Day Care providers.

Impacts on new entrants to the industry

Impediments to competition can arise wherever there are significant entry costs to those not already established in the industry.  When the quality assurance system is introduced, carers/schemes already in the industry may face a lower incremental cost to attain quality principles than a new carer/scheme.  The difference will become even greater once the system is established, quality levels have been raised and start-up costs have already been borne by the existing participants.  This could give potential newcomers a disadvantage compared to their established competitors.

Techniques for measuring quality

Alternative techniques for measuring quality in Family Day Care include:

· observations of children, carers and the child care environment;

· surveys and focus groups involving parents, scheme Operators, coordination unit staff and carers;

· self-study reports;

· interviews; and

· inspection of records.

The choice and mix of techniques used could affect participation rates if many carers have strong feelings about any of these techniques (eg. an aversion to being observed in the childcare environment).  However, the impacts are likely to be small compared to other factors influencing the participation rate.

Administrative costs would be affected in terms of the impact of alternative techniques on the time it takes an assessor to complete an external assessment.  These effects were not modelled due to the low order of magnitude of differences between the techniques in the context of the overall level of uncertainty generated by the exit and participation rates.  

Compliance costs would be affected by the extent to which each technique could be absorbed within existing activities, and by differences in the relative length of time it takes to self-assess using each technique.  Again, these differences were not modelled for the reasons stated above.  Based on stakeholder opinion, the most cost-effective techniques would be:

· self study;

· surveys;

· observations by Field Workers as part of their regular visits; and

· a proposed hybrid approach in which Field Workers’ existing reports were used in combination with self-study, reports from parents and carers’ records.

The least cost-effective technique was focus groups – seen as reasonably effective but too expensive and difficult to organise.

Techniques for measuring quality should be chosen in terms of their effectiveness in providing information that can be used for quality improvement, and in terms of their acceptability to carers, coordination units and schemes.  The effects of these factors on the outcomes and cost-effectiveness of a quality assurance system seem likely to outweigh considerations about the unit cost of each technique.  Given stakeholders’ strong preference for a flexible quality assurance system that recognises individual differences and allows room for more than one definition of quality, the most cost-effective approach overall is likely to be a mix of techniques.

Outcome-oriented versus task-oriented principles

The impact of alternative sets of quality principles could not be incorporated in the model due to a lack of information (other than stakeholder preferences) about their costs and impacts.

The main way alternative types of quality principles would affect outcomes and costs is by influencing the participation rate.  Stakeholders interviewed tended to prefer principles which were primarily outcome-focused but which provide sufficient guidelines, examples and resources to ensure participants can work effectively toward the outcomes sought.

Differences between jurisdictions

Each State and Territory has its own unique features with respect to the structure of the Family Day Care industry and the nature and extent of regulation already in place.

As a result there will be differences between jurisdictions in the existing levels of quality among carers, coordination units and schemes, the capacity within each jurisdiction to meet quality assurance principles within a given time frame, and the compliance costs involved in raising levels of quality.  However, it is not possible to substantiate the existence or magnitude of any differences, on the basis of available information, with sufficient clarity to warrant their inclusion in the model.

The only means available to explore potential differences was qualitatively through stakeholder feedback and through observable differences in industry structures and regulatory regimes.  These considerations did not provide sufficient direct evidence to develop a different set of assumptions for each jurisdiction, bearing in mind that:

· any variations would have to be defensible on the basis of strong evidence to support not using a uniform national rate;

· due to a lack of reliable statistical data on costs, participation rates and quality levels, it has been necessary to develop modelling assumptions based on stakeholder advice and to test the impacts of varying those assumptions across a wide range of plausible values using sensitivity analysis – therefore the range of possible costs and impacts within each jurisdiction are likely to substantially overlap; and

· there are a range of quality levels, capacities and attitudes to quality assurance within each scheme and between schemes within each jurisdiction.  This increases the difficulty in justifying differences between jurisdictions.

Qualitatively, compliance costs are likely to be affected by the extent of regulation already in place in each jurisdiction, the resources available to schemes for quality improvement activities, and the participation and turnover rates within each jurisdiction.

Extent of regulation already in place

The extent of regulation within each State and Territory differs clearly.  For example:

· Queensland’s and New South Wales’ Regulations include what may be regarded as quality elements (eg. toys/nursery environment, professionalism, aspects of training, and interactions with children).  This implies that the existing level of quality within the industry may be higher in Queensland and New South Wales than in jurisdictions with a narrower set of Regulations.

· Victoria and the Northern Territory do not have any specific requirements for Family Day carers, Units or schemes, as the definition of Child Care Centre (by number of children in care) excludes them from the licensing regimes.  This consideration implies that existing quality levels within the industry may be lower, and compliance costs to improve quality may be higher, than in jurisdictions with extensive regulatory regimes.
Workshop participants’ estimates of quality principles were clustered between a level of 70%-100% of carers already meeting principles of a similar general level to those of the QIAS.  These estimates were obtained from New South Wales, Queensland and South Australia.  Licensing officials in Victoria and Northern Territory were not comfortable providing an opinion on existing levels of quality, in part because of the lack of governmental involvement in the Family Day Care industries currently within the two jurisdictions.

The most valid approach that can be taken to the treatment of quality levels within each jurisdiction, on the basis of information available, is that the differences are not great enough, and estimates of these factors are not sufficiently reliable, to warrant the development of alternative assumptions for each jurisdiction.

Resources available to schemes

Compliance costs are likely to vary with scheme size and Operator type.  For example, a large local government scheme may have a greater capacity to absorb compliance costs through economies of scale/scope and existing quality assurance processes, but may also have greater resources available to invest in quality assurance than a small scheme run by a religious or community organisation.  This suggests that South Australia may have a greater overall capacity to undertake quality assurance activities at the scheme Operator level than other states.  However, a lack of information to provide a basis for modelling these differences precluded their inclusion in the model.  Furthermore, some other States (besides South Australia) have significant numbers of local government operators – eg. around half of schemes in Victoria, based on anecdotal information in the workshop.

Participation and turnover rates

Stakeholders’ estimates of participation rates and turnover rates were strikingly consistent across the country.  National averages were used, and the following considerations are dealt with qualitatively.

The known features of each State/Territory licensing regime which may have an impact on participation rates and turnover rates are:

· the degree of centralised control over decisions to participate.  Greater control implies that participation in quality assurance may become a compulsory part of working in the Family Day Care industry, as suggested by stakeholders in South Australia.  However, the remaining choice for carers would then be whether to participate or exit the industry, so that while 100% of remaining carers participate, a greater number of carers may leave the industry; and

· the extent of paperwork and compliance costs already imposed on carers, coordination units and schemes.  In jurisdictions where compliance costs associated with licensing are high, the additional costs of a quality assurance scheme may seem relatively lower than in jurisdictions where there are currently no licensing fees or regulations, especially if efficiencies can be achieved by combining or absorbing related activities.  On the other hand, carers in less-regulated jurisdictions may have a greater capacity to bear additional costs.  The aggregate result of the two countervailing effects could not be estimated on the basis of available information.

Extra costs for rural/remote

Extra costs to rural and remote participants are not explicitly accounted for in the model.  However, the additional costs are implicitly included within the group of carers facing higher compliance costs (refer 5.2.4) and in qualitative considerations about factors affecting the participation rate (refer 6.7.1).

Cost-effectiveness considerations

Cost-effectiveness is usually expressed as a cost per output or outcome (or more specifically, an additional cost per additional outcome).  In the context of approaches to quality assurance in Family Day Care, one measure of cost-effectiveness is the total cost per accredited carer.  In the following charts, total costs are administrative plus compliance costs, and ‘accredited carer’ refers to accredited carers under Approach 2, and to carers in accredited schemes under approaches 3 and 4
.

A lack of reliable information on which to base judgements about (a) baseline quality levels and (b) differences between the three approaches with respect to accreditation rates, makes it difficult to form definitive conclusions about the relative cost-effectiveness of alternative approaches.  However, it is possible to compare the costs per ‘accredited carer’ and then to conduct sensitivity analysis to find out the extent to which outcomes would have to differ to make cost-effectiveness equivalent across approaches.

Chart A.9 compares the additional costs (over and above the status quo) per ‘accredited carer’.  For consistency, the cost-effectiveness ratio ignores outcomes related to the Excellence Rating under Approach 4 – ie. total costs are taken into account but only outcomes relating to the accreditation level are compared in the chart.

Chart A.9 – Total cost per accredited carer/ per carer in an accredited scheme
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The range of policy decisions which influence the participation rate  also affect cost-effectiveness.  Chart A.10 tests the sensitivity of the cost-effectiveness ratios to changes in the participation rate (70%-90% for carers and 85%-95% for coordination units and schemes) and the initial exit rate (0%-10% net loss of carers).  Despite the uncertainty around these variables, Approach 3 emerges as the most cost-effective approach in terms of accreditation rates achieved, due to lower administrative costs than the other two approaches, and the accreditation of schemes rather than individual carers (resulting in greater numbers of ‘accredited carers’ than Approach 2).

Chart A.10 – Sensitivity analysis;
effect of participation and exit rates on cost-effectiveness
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Another way to look at cost-effectiveness is the additional cost per additional carer whose quality level has measurably improved.  This can be estimated in the model through assumptions about the baseline quality level.  While the exact level is not known, comparisons can be made across Approaches under varied assumptions.

The base scenario for each Approach has assumed that 15% of participating carers would progress straight to external assessment without the need for a quality improvement plan.  Thus, the ‘real’ impact of the quality assurance system can be regarded as the number of carers who become accredited who were not already at that quality level (85% of participants).  Expected values and the results of sensitivity analysis testing a range of values from 5% to 25% are shown in Chart A.11.

As can be expected given the assumption of equivalent outcomes under each approach, the costs per ‘improved carer’ are higher than costs per ‘accredited carer’ but the relative shape of the curves are equivalent to Chart 6.9.  The value in making this comparison is in the sensitivity analysis, which shows that the band of possible approaches for Approach 3 does not overlap with those of Approaches 2 or 4 under the given range of assumptions tested.  Thus, while a statistical test of significance is not possible, qualitative consideration of a plausible range of values suggests that Approach 3 may be the most cost-effective approach.

Chart A.11 – Cost per carer whose quality level would otherwise have been below the quality principles, and sensitivity analysis on baseline quality level relative to principles
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Bearing in mind the limitations of accreditation rates as an indicator of the comparative cost-effectiveness of each approach, another intermediate outcome that can provide an indication of cost-effectiveness is the participation rate.  Chart A.12 shows the cost per participating carer/ per carer in a participating scheme.  The results again suggest Approach 3 may be the most cost-effective approach.

Chart A12 – Cost per participating carer/ per carer in a participating scheme
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Administrative arrangements impacting on cost-effectiveness

In the model, a longer reassessment cycle directly reduces administrative costs in proportion to the number of assessor visits avoided, without affecting accreditation rates.  From a system design perspective, the trade off is between minimising re-accreditation costs and using a cycle length that ensures continuous quality improvement is undertaken between assessments.  Given the range of quality levels that will be encountered, it will probably be most cost-effective to institute a flexible system of one, two and three-yearly cycles as with the QIAS.

Another variable affecting costs is the percentage of carers included in the external assessment of a scheme.  The trade offs are between minimising costs and having a sufficient sample size to (a) provide incentives for carers to invest time and resources in quality improvement activities, and (b) be confident in the assessment of the scheme as a whole.  The “right” sample size is as much a behavioural as a statistical matter, and is a variable worth exploring in further detail with the industry.












































































� Liberal and National Parties’ Families Policy, Certainty for Families, February 1996, page 12


� Commonwealth Funding consists of Operational Subsidy based on the effective full time places in the Family Day Care (FDC) Scheme. Last financial year approx $55m was paid in operational subsidies for FDC for approx. 66,300 EFT. An indirect form of funding is the parental payments through the Child Care Benefits program. This was approx $133m in 1999/2000. 


� The high number of Moderators relative to other personnel reflects the fact that Moderators are not full-time staff.  Under the QIAS each Moderator deliberates on an average of 60.7 reports per annum.  This analysis has assumed Moderators would continue to be utilised in the same way.  The number of Moderators could be reduced by having each individual sit on a greater number of Panels each year.  This would reduce training costs but would not alter the cost of Moderator panels – the net effect being a saving of $1,711 per Moderator in year one.


� It is important to note that if the quality assurance system creates a single accreditation ‘hurdle’, then carers, coordination units and schemes in each jurisdiction would all reach the same level through a mix of regulation and quality assurance – but the mix of regulation and quality assurance is different in each jurisdiction.  The same amount of effort will have been spent in each State and Territory, but the set of factors leading to that effort will be different.


� Note that these outcomes are arguably not equivalent; the number of carers in an accredited scheme under Approaches 3 and 4 will be higher than the number of accredited carers under Approach 2, even under identical assumptions about carer and scheme characteristics.  This is because carers in an accredited scheme include new entrant carers who, if they had to undergo individual accreditation, would not yet be accredited.  This factor contributes to the apparently lower cost per ‘accredited carer’ under Approaches 3 and 4 relative to 2.  The following charts should be interpreted bearing this caveat in mind.
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