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1 EXECUTIVE SUMMARY

Family Day Care is regulated, formal childcare, delivered through networks of educators
who provide flexible, small group education and care in their own homes. Co-ordination
units, which can be operated by community-based, government or private organisations,
are an important part of Australia’s family day care model. They perform legal, regulatory
and administrative responsibilities and provide face-to-face support to educators, to
enhance their focus on children’s learning and development. Co-ordination units ensure
compliance with family assistance law, and support family day care to meet requirements
under the National Quality Framework (NQF).

This report explores models of funding and operating family day care co-ordination
activities, in the context of the transition to new Commonwealth funding arrangements being
introduced in July 2015. The research was intended to identify models of funding and
operating co-ordination activities, elements of practices which were successful, and
possible strategies to respond to the withdrawal of operational funding after July 2015. The
project was commissioned by the NSW Family Day Care Association (NSWFDCA) and the
Family Day Care Association of Queensland (FDCAQ), as part of the Family Day Care
Services Education and Support Project, funded by the Australian Government.

The findings are based on interviews with 18 key informants from Australia’s family day care
sector, along with analysis of background material relating to the operation and resourcing
of family day care co-ordination, and the upcoming changes to operational subsidies
provided under the Community Support Programme (CSP).

Interviewees explained the important role co-ordination units play in monitoring and
regulating service delivery, and in supporting educators and their businesses, and ensuring



maximised service efficiencies in recent years, whilst improving quality and fulfilling the
demands of the NQF. They felt there was little scope to increase their efficiency and reduce
costs, without compromising quality. In some areas, services were responding to high
levels of competition, which made it difficult to come together with other services to
innovate and share practice, and collectively pursue the interests of the sector. One service
described, for example, that family day care was “a cut throat business”.

Most providers believe that it will be difficult to maintain service quality under the new
arrangements. Some services are exploring how toto



Example

Obtain support from a sponsor X Sponsor organisation provides ongoing funding to maintain
organisation service
(see section 7.1) X
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requiring lower levels of support, reducing administrative costs, including through co-
locating with other services, or sharing administrative costs with other services.

Section 7.3



3 FAMILY DAY CARE CORDINATION UNITS

3.1 FAMILY DAY CARE INUSTRALIA

Family Day Care



of educators who are supported, resourced and monitored by co-ordination units. The co-
ordination units, whose function is discussed in more detail in Section 3.2, assist educators
to meet the National Quality Framework (NQF) and other requirements. They also provide
advice and information to families considering enrolling, and assist educators in booking
clients.

Family day care is covered by the National Quality Framework. Educators must work within
the Early Years Learning Framework and the School Age Care Framework and must comply
with the National Regulations which stipulate the qualifications of educators and co-
ordinators and the number of children who can be cared for (no more than 7 children at any
one time and no more than four under school age). Interestingly, despite the central role
played by co-ordination units, the National Regulations do not prescribe how many co-
ordinators or co-ordinator hours are required to monitor and support their educators, and as
a result, there is much variation across the sector.

New qualification requirements for family day care came into effect on 1 January 2014.
Family day care educators must have or be actively working towards at least a Certificate 1l
level education and care qualification. For co-ordinators, qualification requirements are
higher. Co-ordinators must have at least an approved diploma level qualification in
education and care. Family day care is subject to the same assessment and rating process
as long day care. As of March 2014, over half of the family day care services which had
been assessed had been rated as either a ‘Meeting’ or ‘Exceeding’ the required standard.

3.2 COORDINATION UNITS

Operators of approved family day care services (‘service providers’ or ‘services’) are
responsible for managing all aspects of their operations, and those of the educators they
employ or contract to provide education and care to children (Department of Education,
2013a). Approved providers have a series of responsibilities under relevant legislation and
regulation, including fulfilling requirements under Family Assistance Law (to enable families
to receive the Australian Government subsidies, Child Care Benefit or Child Care Rebate);
ensuring family day care is delivered by suitable personnel in a safe care environment; and
ensuring provision meets the National Quality Standard (Department of Education, 2013a).
A key element of the family day care model is that co-ordination units work to ensure
regulatory compliance and quality improvement, and that educators, children and families
are well supported. In particular, co-ordination units perform legal, regulatory and
administrative responsibilities and provide face-to-face supports to educators, to enable
them to focus on children’s learning and developmental outcomes. Under the Education
and Care Services National Law, service approval for family day care is granted on



family day care to comply with regulatory requirements and improve professional
standards, to ensure family day care offers families quality alternatives to centre-based
care. As most educators are self-employed, co-ordination also supports and helps to
sustain a sector of small, female-dominated, home-based small businesses.

According to the Productivity Commission, in June 2014, there were 736 family day care co-
ordination units in Australia (Productivity Commission 2014, p85-86). Co-ordination units are
generally situated in local regions, enabling co-ordinators to provide regular visits to
educators, although educators in regional and remote areas may be serviced by units
located large distances away. While models vary, their day to day functions for families
generally include providing advice about family day care and local services, referring
families to appropriate educators with vacancies, and enrolling families. Importantly, they
also administer government subsidies to families, such as Child Care Benefit (CCB) and
Child Care Rebate (CCR).

In addition, co-ordination units recruit educators who are either directly employed, or more
commonly, independent contractors or small businesses. Services assist educators to
establish and operate their businesses. They often process timesheets and pay. They
assess educators’ homes and ensure they are suitable, help educators’ families understand
the nature of the work, and ensure they have access to professional development,



4 THECOMMUNITY SUPPORT FRKGRAMME

4.1 BACKGROUND TO THE COMMUNITY



of care. As a result, programme outlays had increased significantly as the sector had
grown. Indeed, inconsistency in eligibility requirements and payment arrangements for
different forms of care meant that 71% of CSP funding was directed to family day care,
although these services accounted for only 10% of children in formal care (ANAO, 2012).

The rapid growth of the family day care sector, and the wide availability of Community
Support Programme funding had the effect of increasing Federal budgetary outlays.
Spending growth was considered to be poorly targeted. According to the Productivity
Commission, in 2012-13 the CSP provided almost $130 million to 2122 providers (including
Long Day Care and Out of School Hours Care) (Productivity Commission, 2014: 137). In
Family Day Care, 429 providers received operational support,



1. Demonstrated need for ECEC- all services must show, to the satisfaction of the
Department of Education, that there is a need for ECEC services in the area/s in
which they operate.

and

2. Location criteria: These draw on a number of geographic divisions (GISCA, 2014).

a. Outside major cities - If 51% or more of a service’s educators are outside a
major city3 (inner or outer regional, rural or remote), then it must be the only
service operating in the local area (SA2*) in which they are located.

b. Major cities - If 51% or more of a service’s educators are inside a major city®,
then:
i. It must be the only service operating in the local area (SA36) in which it is

located, and

ii. The location must be disadvantaged - that is, considering all the SA2s

within that SA3, at least 50% of the SA2 must be in the lowest SEIFA decile.”

From 1 July 2015, these eligibility criteria will apply to all services, not only new services.
Only those services that meet the new criteria will be eligible for operational funding. In
addition, under the new rules, there will be



Committee described the changes as an “ill-conceived budgetary measure designed to
maximise savings at the expense of quality family day care services” (p17).
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5 METHODOLOGY

Research findings are based primarily on interviews conducted with key informants from the

family day care sector. We invited 54 people to participate in telephone interviews, which

were conducted over a two week period in August and September 2014. Those invited to

participate were leaders in the family day care service sector, and held senior positions in

service provider organisations and peak bodies, and represented a mix of large and small

organisations; rural/regional and city based services; and community-based, private and
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5.2 CURRENT MODELS OF RDING
AND OPERATING CORDINATION
UNIT ACTIVITIES

Interviewees explained how at a minimum, co-ordination units processed Child Care Benefit
and Child Care Rebate, and maintained safety and quality ECEC through visits to
educators’ homes. Most recruited educators, and sought to support them through face-to-
face contact ranging from several times a month, to once every six weeks. In many cases,
the frequency of contact depended on the needs of educators. For example, new
educators, or educators with children with particular needs, could require more intensive
support. It was common for services to visit educators every 2 to 3 weeks, or once a month.
While it was not possible for the research to capture detailed information about the nature of
visits to educators, it appears there is much variation in the range of services and supports
offered. Some described visits of high intensity, involving very close monitoring of safety,
hygiene, and compliance with the NQF and EYF, as well as time spent in activities with
children, and role modelling to educators. Some organisations provided additional services



6 EXPECTED IMPACTS OHECHANGES

6.1 ELIGIBILITYWORCSP

Research participants were anxious about the impact of the changes, and recognised that
their service must make decisions soon. Some commented that the funding guidelines for
the Community Support Programme, and information about the changes, had been difficult
to understand. They commented that they found the eligibility criteria rigid, complicated,
and poorly linked to the CSP’s objectives. Many expressed shock, confusion and
disappointment about the changes. One interviewee explained how the changes had been
communicated to her, and how she felt quality in the family day care model had been
undermined:

It was convoluted, there was very little explanation. When | first read it |
thought we are going to lose some funding because it said there would
be a maximum of 250 (thousand dollars). But | thought surely with the
requirements for quality that everyone has worked together with the
government to support, they’re not going to remove the funding. How
does that equate? To me it says we don't really care about quality.
(regional service, NSW)

There was some confusion about whether the location of their service would be determined
by the location of their co-ordination unit or their educators. Some interviewees felt their
service may be disadvantaged by apparent anomalies in the funding guidelines. For
example, it was seen as problematic that the location of the service was defined according
to the address of its co-ordination unit, in cases where there were less than 51% of
educators in a single area.® Most respondents, however, understand that their






6.2 SECTORWIDEIMPACT

Overwhelmingly, respondents were concerned that the withdrawal of CSP funding would
have adverse effects on the family day care sector as a whole, including its capacity to
provide a high quality, affordable alternative for families, and to provide a source of home-
based employment for educators. Some were grateful that their organisation was linked to
peak bodies that were assisting services to respond, but nonetheless felt the changes to
CSP presented a turning point for family day care which risked reinforcing its image as the
‘poor cousin’ of long day care. One explained, for example:

I’'m mindful that we’re not going to realise what we've got until it's gone
(metropolitan service, ACT)

Respondents talked about how the loss of operational support would inevitably lead to
increases in levies charged to families and educators, and loss of staff numbers or hours.
Many interviewees from community-based services were concerned that their focus would
be diverted to their bottom line, and away from children and families:

We are very nervous as service providers and we have had many
sleepless nights. This is people’s livelihoods and it will impact on my
organisation and families. (metropolitan service, VIC)

Some were also concerned that increased costs and reduced quality may cause parents to
pull children out of family day care, especially in disadvantaged areas, where parents were
least able to contribute to increasing costs. Many also felt that many family day care
services would go out of business, or at least that the changes would deter new entrants.
However, there were exceptions to this view. A few interviewees commented that tighter
funding rules were a necessary response to the rapid growth in the number of services
which had occurred in recent years. A couple felt that their co-ordination unit was
sufficiently resilient and would be able to manage without CSP if they employed more
efficient business practices.

6.3 IMPACTON EDUCATORS

Almost all respondents expected the loss of operational funding to adversely affect



and started operating as sole traders, but they relied on their co-ordination unit for critical
support in training and in establishing their businesses. This respondent felt that these
educators would cease to operate and need to rely again on Centrelink income support.

The educators are very proud to contribute to development of their new
country. Now this is another barrier...Does the Government want people
to stay on Centrelink?...People will go back to Centrelink, they’ll not be
working, feel that they have no future, maybe some family issues, more
divorce. (metropolitan service, SA)

This respondent was concerned that the positive contribution to the community that the
service had made by providing educators with employment could be undone.

6.4 IMPACTONSERVICRUALITY

Overwhelmingly, respondents were concerned about the prospect of lower service quality,
and were struggling to determine how to maintain and increase quality as financial
sustainability was becoming the priority issue. One participant aptly described co-
ordination as the ‘lynchpin’ in the family day care model, enabling services to meet a quality
baseline:

Co-ordination



business hours, but must be whenever educator is working. (regional
service, TAS)

I’'m worried about quality; we have to find a balance. There are
suggestions that family day care shouldn’t be in the NQF —no way. They
need it more than anything because they are sole practitioners. Quality
needs to be maintained. (metropolitan service, VIC)

Respondents expressed commitment to retaining and improving quality standards, and
made a case for a subsidy to support co-ordination activities, based on structural features
of family day care, and the need for external support for educators to ensure quality.

We've always achieved the highest level across the seven quality areas
and we're very proud of that. It takes resources to do that. It means
constant support and monitoring of services, not jus t visiting once or
twice a year. (regional service, NSW)
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7/ MODELS FORSUSTAINABILITY

Given the diversity of circumstances in which family day care services operate, there is no
single or



Table 1: Models for sustainability

Example

Obtain support from a sponsor X Organisation provides ongoing funding to maintain service
organisation X
(see section 7.1)



Figure 1 A model of organisational sponsorship

This small service employs two part time staff and is sponsored by a local Council in a rural
area. Although the Council’'s budget had been under pressure in recent years, it remains
committed to family day care provision, and provides the small co-ordination unit with some
financial support. In addition, the unit receives around $40,000 in CSP. Like most other
services, this service also charges families an administration levy. This is currently set at $3.30
per day for the first child in a family only, to maintain affordability for large families. Also, like
many other services, a levy on educators was charged, set at $20 per fortnight.

With this level of support, a fieldworker has been able to visit educators every 2 or 3 weeks.
The fieldworker monitors the program, including safety and hygiene and coverage of the NQF
and EYF. The worker also spends time doing activities with the children, builds relationships,
and role models to educators. After each visit, the field worker completes a field visit report.
The service also runs a small equipment and book library.

Travel costs are required for field visits, as many of the educators are located in surrounding
villages and towns. The service recently lost Regional Travel Assistance Grants. However, the
service appears resilient, largely because it receives financial support from Local
Government. It is also resilient as its funding base is diverse, being spread across council,
government, educators and families.

The service is fortunate in that it is likely to remain eligible for CSP funding, as it is in a rural
area which is not serviced by other family day care operators. It was considered unlikely that
another operator would set up in the area, as it would not be financially viable, largely
because of the costs of travel to visit educators working in surrounding villages and towns.
Because of the small number of educators serviced, it was expected that funding would not
be affected by the introduction of a $250,000 cap.

Having a sponsor provides opportunities to cross-subsidise services. Thus, running family
day care at a deficit, which could be covered by the sponsor, is technically a possibility for
some. At the time of the research, several research participants who were likely to lose CSP
funding were in the process of requesting ongoing or temporary funding, and establishing
the likelihood and level of support from their organisations. In some cases, sponsor
organisations have been very



However, some services have been informed that even temporary deficits are not an option.
Many participants explained how both council and community service services were under
budgetary pressures. Many family day care schemes were required to break even and be
sustainable in their own right, even when they were sponsored. In more than one case,
family day care schemes were charged administrative costs by council, for example for HR
and other support. Some respondents suggested that instead of directly providing family
day care, councils wishing to maintain family day care capacity may approach community
based services to deliver services.

7.2 CONTAINCOSTSAND EMPHASISE
B






requirements, checking paper work. Reducing the number of visits is not
an option for us. It would reduce quality. (metropolitan service, VIC)

Others felt that reducing the frequency of visits to educators’ homes was inevitable. Most
services we spoke to were visiting educators every two or three weeks, and indicated this
could be pushed back, to, say, once every six or eight weeks, or less frequently. Some
services were also considering reducing the more intensive visiting they provided to new
educators and limiting or cutting visits to educators during their evening or weekend hours
of operation. One respondent reported reducing out-of-hours support needs by only
allowing families who were eligible for the full 50 hours of Child Care Benefit to access non-
standard hours family day care. Families who were eligible for just 24 hours of Child Care
Benefit could only use family day care during regular work hours, Monday to Friday.

Many family day services expect to cease providing additional services and resources such
as toy libraries, or playgroups for educators to attend with the children in their care and
playgroups for local communities. Many are considering reducing or removing these, albeit
reluctantly. Some interviewees suggested pushing some administration back to educators,
such as enrolment interviews, or fee estimates.

One interviewee from a community based service noted that the loss of CSP funding would
mean they would no longer be able to conduct face-to-face interviews with families. This
interviewee described how these face-to-face interviews had allowed them to build rich
relationships with families. As such, they were an important way the organisation enacted its
community-based ethos. Face to face interviews provided opportunities for co-ordinators to
become aware of the complexity of a family’s situation, enabling them to refer families to
other services in the community to meet developmental or family support needs. This
interviewee was concerned they would not be able to build the high quality relationships
necessary to identify child or family wellbeing concerns if funding reductions caused them
to shift to telephone communication with families only.

SELECTLOW MAINTENANCEEDUCATORS

A number of respondents noted



REDUCERADMINISTRATIVE COSTS

Another cost reduction strategy suggested by respondents relates to the administration of
the co-ordination unit. Survey participants suggested improving the efficiency of payment
systems, for example by maximising the use of electronic payments, and reducing
spending on marketing, printing, and maintaining websites. Some services were
considering reducing travel costs by using Skype to communicate with educators,
replacing some face









receiving sustainability funding as well as CSP, reflected on the socioeconomic status of
families in her area, and observed that in her area:

You can't just whack fees up to cover what'’s going to be lost (regional
service, QLD)

At best, services were attempting to gradually phase in fee increases. However, this
required a sponsor organisation, such as a council or large community based organisation,
to agree to carry a small deficit for the initial period. One explained, for example, how they



In addition to nannies, some respondents are exploring raising income through ‘selling’
products or services. One service indicated it was intending to start a retail business selling
baby products such as nappies to the public as well as educators and families. This is

detailed in Figure 4.

Figure 4 An entrepreneurship model

This private service operates in a metropolitan area, and serves 60-70 educators. Around
80% of educators are from migrant backgrounds; they include many new arrivals from
African, Asian and Middl









7.6 CEASE PROVISION

Following the loss of CSP, some services perceive that will be unable to continue operate,
despite their best efforts to increase income and reduce costs. Research participants
explained how some family day care services were just ‘scraping by’ for the good of their
communities, and would be unable to continue. In particular, some local governments had
maintained family day care, but had been under funding pressures in recent years. A few
research participants felt the loss of CSP funding could be a turning point for local council









speaking backgrounds, may be unable to access the levels of face-to-face support they
require.

While the report has outlined several models of funding and provision which can be more
widely considered by family day care services
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