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1. Executive summary

Learning habits and learning problems emerge early with lifelong effects. If a child is developmentally vulnerable
when they start school, they are likely tostartand stay behind their peers. Earlylearninggives every child the

best possiblestartinlife.

The 23 per cent of Australian children who startschool developmentally vulnerablerepresents a significantlong-

term diminution of Australia’sfuturehuman capital potential.

Getting the policy settings rightfor the Early Childhood Education and Care (ECEC) sector offers a significant
opportunity for Australia toimprove our national human capital potential well into the future with the added
benefit of improving our productivityin the short term by promoting women’s workforce participation.

Ensuringall children haveaccess to quality early learningis in Australia’s bestlong-term interests because
investinginearlylearningnowwill increase our future productivity and make Australia’s economy more

competitive inthe future.

Goodstart supports the Governments Jobs for Families Child Care Packageand the supportinglegislation. We
believe the overwhelming majority of working families working more than 17 hours per fortnight will see
improvements in their childcareaffordability.

However, we remain concerned that under the Government’s proposals, manythousands of vulnerablechildren
have less access to early learning than they currently have becausethe Government prioritises workforce
participation objectives for parents ahead of the development needs of children.Such an approachacts to

perpetuate the cycleof disadvantagerather than break it.

Inthis submission, Goodstartconsiders thelobs for Families Child CarePackageandin particular theChild Care
Subsidy (CCS) againstthe original objectives for the reforms and also considers the specific provisions of the Bill.
As the largestprovider of early learningand carein Australia, Goodstart has drawn on our experience and data
coveringthe 71,500 children cared forin our 643 centres to test the practicality and consequences of the

reforms.

This submissionincludes specificrecommended changes and some clarifications necessary to ensure the final
package meets the dual key objectives of supporting workforce participation for parents of young childrenand

supportingchildren’s learning and development.

In particular, theSenate must reject the proposal to slash the entitlement for vulnerable children from 24 hours
of subsidised care per week to just12 hours per week. Minoramendments are also needed to ensure vulnerable
children maintainaccesstoearlylearningfor a full year, otherwise the children who most need access toearly
learningto breakthe cycleof disadvantagewilldipinand outof eligibility through the year depending on their

parents’ circumstances.

The Bill also needs some minor amendments to ensure itis fair and flexiblein meeting the needs of thousands of
working families tryingtojuggle work responsibilities and raising very young children. As it stands, the Bill
appears to create new barriers to participation for parents in casual orirregular work. Italso creates tough cuts
in entitlements for families who face unexpected changes intheir circumstances. The Bill needs additional
flexibility to ensure these hard working families havefairaccessto affordablechildcaresothey canaccept paid
work when itis offered and avoid the risk of runningup large debts if circumstances beyond their control mean

they don’t meet the activity test.
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We also makea range of other recommendations aimed at improvingthe implementation of the reforms and
ensuringthe packageimproves life outcomes for some of the most vulnerablechildrenin our community,
particularly children atrisk ofabuseand neglect and Aboriginal and Torres StraitlIslander children.

Those recommendations which are likely to come with a modest additional costcan befunded from within the
$300Msavings already madeto the original packageannounced in May, or with modest reductions inthe annual

cap for very high income earners.

We would welcome the opportunity to present to the Senate Committee to discussthis submission andthe likely

consequences of the reforms.
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2. Summary of Recommendations

1. Goodstart recommends the Senate support additional investment in quality ECEC delivered through the
Family Assistance Legislation Amendment (Jobs for Families Package) Bill 2015. \We believe with some
minor amendments the Jobs for Families Package will deliver greatoutcomes for children as well as
working families.

2. Goodstart strongly opposes the proposal to slash by half the hours of subsidy available to low income
families and recommends that the low-income entitlement must be increased to at least 30 hours per
fortnight ensure vulnerable children have access to at least 2 days of early learning per week under the
Government’s low income safety-net.

2.1 Goodstart opposes the cut in subsidised hours for low-income families from the 48 hours per
fortnight they currently receive to 24 hours per fortnight, we recommend an increase in the low
income entitlement to at least 30 hours per fortnight in order to ensure as many vulnerable
children as possible can benefit from affordable early learning.

2.2 Goodstart recommends that the legislation quarantine the 24 hour entitlement for the full
financial year so that families do not incur debts or experience sudden cuts in their entitlementsif
their estimated annual income goes above $65,710 at any time throughout the year. This
approachstrikes a fair balance by quarantining the eligible hours of CCS for the full year, while still
allowingthe CCS rate or percentage to be reconciled at the end of the year based on final annual
income. Under the current system a gradual taper ensures children do not dipinand out of
eligibility through the year.

2.3 In the event that the 24 hours is not quarantined for the full financial year, Goodstart
recommends that families have access to a six week ‘change in low income entitlement’
transitional provision that would apply where families have an increase in theirincome that
leaves them no longer eligible for the low-income entitlement. A six week period would provide
continuity of carefor children and would also provide adequate time for families accessingthelow-
income entitlement to adjusttheir circumstances so they could meet the activity test. Without this
a provision, vulnerablechildren will potentially dipinand out of eligibility through the year as
parents are required to notify the Government of any changes that arelikelyto resultina changein
their entitlements. Ifthe subsidyis notquarantined for the full year, this arrangement would be
absolutely necessary to deal with the ‘entitlement cliff’ created by the blunt$65,710 income cut-
out.

3. Goodstart recommends some minor amendments to ensure the system is fair for parents engaged in
irregular work and does not leave them with inadequate child care subsidy to meet their work
commitments, or higher childcare costs. The current subsidy systemis very efficient at supportinglowand
middle-income families with atleastone parentinirregular work because itprovides a broad base
entitlement and a very simpleactivity test. The new system is more targeted butinadvertently creates
barriers to work for families where atleastone parent does not have secure, regular employment.

3.1 Goodstart recommends that a reporting methodology is adopted that allows all casual workers or
part-time workers with irregular hours to estimate their expected activity and childcare needs
over six fortnights. This will ensurethese workers have access to enough childcaresubsidy to
supporttheir ongoing engagement inthe workforce, includingin fortnightwhere less workis
offered than they expected.

3.2 Goodstart recommends that the Senate confirms that all types of approved activity can be
combined to meet the steps of the activity test. This will provide opportunities for parentsin
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irregular work to undertake a range of activities like volunteeringin addition to paid work to ensure
they meet the activity test.

3.3 Goodstart recommends increasing the first step of the activity test from 36 hours per fortnight to
40 hours per fortnight to ensure working families in this category don’t end up with higher out-of-
pocket costs than they have now. It appears thatsome low-and-middle-income earners would
actually havehigher costs than they do now because 36 hours per fortnight of the new subsidyis
not as generous as the current subsidy system.

4. Goodstart recommends supporting participation through recognising all forms of volunteering because
this will recognise the valuable contributions parents make to the community.

4.1 Goodstart recommends that all voluntary work, including volunteering in the community or
volunteering that improves parenting skills should meet the activity test as is the case currently.

4.2 Goodstart recommends that that voluntary work should be able to be combined with any other
type of approved activity to calculate total hours of activity for the activity test, with a minimum
entitlement of 36 hours of subsidy per fortnight where volunteering is the only activity
undertaken.

5. Goodstart recommends that minor amendments are necessary to ensure the system is flexible for
families and helps them to avoid debts when their circumstances change.

5.1 Goodstart recommends that families can access six week ‘exceptional circumstances’ transitional
provision where families have sudden and unexpected changes in their circumstances which
would result in a reduction in their hours of subsidised care. A six week period would provide
continuity of carefor children and would also provide adequate time for families to adjustto
sudden changes in their circumstances withoutlosingaccessto their child caresubsidy. This will be
importantincircumstances such as:unexpected job loss, reductions in work hours, or a decreasein
paid work to meet other commitments that are not recognised activities likeshort-term caringfora
sickorterminallyill family member. This exemption will be particularlyimportantgiven the highly
automatised IT system proposed by the Government andthe lack of a broad baseentitlement to

subsidy.

5.2 Goodstart recommends clarifying the process for retrospective applications of reductions in the
activity test result.

6. Goodstart recommends that all families with a child with a disability and in receipt of Carer Payment or
Carer Allowance should continue to be eligible for subsidy as per the current arrangements.

7. Goodstart recommends confirming that an additional exemption category for families if their child is
attending a preschool or kindergarten program in a child care service with the exemption to apply for 600
hours per year toreflect Universal Access to Preschool program requirementsand that these hours will
be in addition to any low-income result or other Child Care Subsidy entitlement.

8. Goodstart recommends clarifying the policy intent for key Ministerial Determinations as soon as possible
so the impacts on children and families can be considered:

8.1 Goodstart recommends that the Senate Committee review drafts of the key proposed Ministerial
Determinations and / or clarify the policy intent where possible so Senators can make an
informed assessment of the real world impacts of the changes on children, families and services.

8.2 This would include key determinations relating to definitions of approved activity, exemptions
and other components of subsidy eligibility and reconciliation. Where these cannot be provided
the issues could be clarified through simple amendments.
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10.

11.

12.

13.

14.

Goodstart recommends that it is clarified that service may have different ‘sessions of care’ at a particular
service.

Goodstart recommends that an additional consultation mechanism is established with services to
progress the development of the new ICT system.

Goodstart recommends that in the event that the new ICT system is not ready toimplement the new
subsidy from 1 July 2017, then families must receive additional fee relief by increasing the rate of the
existing Child Care Benefit and increasing the Child Care Rebate annual cap by reallocating the available
investment for the new Child Care Subsidy.

Goodstart has a series of recommendations to ensure children at risk of abuse or neglect are supported
to access ongoing affordable early learning and care under the proposed changes.

12.1 Goodstart recommends that the definitions associated with at risk of abuse or neglect outlined
through determinations are at least as broad as they are under the current Special Child Care
Benefit (SCCB) Guide and are not limited to more narrow state and territory definitions where
they exist.

12.2 Goodstart recommends maintaining a 13 week provider approval process (or two step 6 and 7
week provider approval process) as we believe this length of time is needed to make an adequate
assessment about the child’s risk and to gather the necessary evidence for further approvals.
Alternatively, we seek assurances that a child’s access will not be cut at six weeks if there are
delays in state agencies responding torequest for information.

12.3 Goodstart recommends that evidence provided for the new ACCS - at risk should continue to
recognise that the existing evidence for the SCCB as well as new evidence sources.

12.4 Goodstart recommends that reference to the parent’s post ACCS Activity Test result should be
formally considered before an application is refused, and, where the activity test result is likely to
be zero there should be the opportunity to apply for a special circumstances exemptionto
maintain some access of care for the child before access to subsidy is cut off.

12.5 Goodstart recommends a change to the Secretary’s decision process to ensure continuity of early
learning for children at risk in the event that a decision is not made. We commend the inclusion of
decision timeframes, however given the very vulnerable nature of children at risk of abuse or
neglect, we believe that the absence of a decision after 28 days should not automatically result in
a deemed refusal.

12.6 Goodstart recommends that the overall regulatory and administrative burden associated with
the new ACCS - Child at Risk should be tested against the existing process for children at risk and
should be less burdensome on families and services and should have increased flexibility
compared to the current process.

12.7Goodstart recommends annual public reporting on expenditure and access to ECEC for children at
risk to allow better sector and community wide understanding of trends and issues.

Noting the Government’s intention that this should be administered by DHS in future, Goodstart
requests that the terms of the Ministerial Determination for temporary financial hardship be clarified as
soon as possible to provide clarity around the definitions for eligibility for temporary financial hardship.
It will beimportant to ensure the new process is simplefor families in crisis to navigate.

Goodstart supports the Government’s intention to broaden eligibility for the Transition to Work subsidy
and recommends that the eligibility requirements for ACCS — Transition to Work are clarified through the
Ministerial Determinations as soon as possible. We strongly supportmaintainingadditional childcare
supportfor parents moving off income support payments.
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15. Goodstart recommends that all vulnerable children, particularly those from Aboriginal and Torres Strait
Islander communities must not experience reduced access or increased fees to access to ECEC under the
proposed changes. Ensuringthese children are not worse-off will be absolutely critical given the proposed
changes from block fundingto the mainstreamsubsidy system. There is a real riskthatthe impacts of
tougher activity test will further disadvantage some of the most vulnerablechildreninour nation.

16. Goodstart recommends clarifying that additional fee relief only be applied to subsidies provided by a
Government or Government agency that are provided specifically to reduce an individual child’s out-of-
pocket costs. Goodstart recommends that the implementation of this provisionisfurther consideredin
consultation with the sector to ensure there aren’t any unintended consequences thatresultinan increase
inthe out-of-pocket costs for vulnerablechildrenand families.

17. Goodstart also makes the following administrative recommendations to ensure the new subsidy will be
sensible and does not increase regulatory burden:

17.1 Goodstart recommends amending section 204B [6] toincrease the length of time a service can
amend historical attendance records in the child care system from 28 days to 56 days in order to
ensure thereis adequate time to collect and verify information and to allow time for interactions
with the transitional arrangements within other parts of the Bill

17.2 Goodstart recommends clarifying section 67CB to make clear that once a child is assessed as
eligible, the subsidy will be paid from the date of application, not the date of approval.

17.3 Goodstart recommends clarifying section 201B to provide some guidance around what the
department considers to be ‘all reasonable steps’.

17.4 Goodstart notes that given the complexity associated with the amendments to the
administration Act, other recommendations may be provided before the Committee reports.
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PART A: Analysis against reform objectives

3. Context and objectives of the Jobs for Families Package

Context for the package

In 2013, the then Treasurer delivered on a pre-election commitment and directed the Productivity Commission
to conductan inquiryinto childcareand early learning.In establishingtheinquiry, the Government outlined four
key objectives for reform.

“The Australian Government’s objectives in commissioningthis Inquiry areto examine and identify future
options for a child careand early childhood learning system that:

e supports workforce participation, particularly for women

e addresses children’s learningand development needs, includingthe transition to schooling

e ismoreflexibleto suitthe needs of families, including families with non-standard work hours,
disadvantaged children, and regional families

e isbasedon appropriateandfiscally sustainablefundingarrangements that better support flexible,
affordableandaccessible quality child careand early childhood learning.”?

The Government responded to the Productivity Commission Inquiry Reportinthe May Budget lastyear with the
Jobs for Families Child Care Package. At the time Goodstart warmly welcomed the $4.4 billion additional
investment and noting that the overwhelming majority of working families were likely to experience
improvements in their out-of-pocket costs for childcare. The packagewas revised latelastyear when the
enablinglegislation was introduced, with the key change being a reduction insubsidies for very high income
earners.

Objective One —support workforce participation, particularly for women.

Investingin early childhood education and carewill improve workforce participation outcomes, es pecially for
women. Thisis anarea where Australia need to improve.

Australia has low female workforce participation

Whilefemale workforce participation hasbeen risingin Australia over the lastfour decades, it remains low for
mothers of young children. While 95% of fathers with child aged 0-4 years arein the workforce just54% of
mothers of children of the same age are employed.?

In Australia, mothers generally return to the workforce when their children reach school age. The workforce
participation rate of Australian mothers with school aged children slightly abovethe OECD average. However the
participation ratefor mothers with their youngest child aged 0-4 years (51% in 2011) was significantly below the
OECD average and well below Denmark (78%), Netherlands (74%), Canada (70%), Israel (68%), Germany (62%)
andthe United Kingdom (60%).3 This suggests that there arebarriers to participation in work for mothers of
young children.

1 Media release from the Prime Minister, Treasurer and Assistant Minister for Education establishing the inquiry 17/11/2013, also incorporated into the Terms of Reference
of the Inquiry.

2 PC 2014 Final Report p. 190

3 OECD Family Database LMF 1.2 Maternal Employment charts. All other OECD countries report for mother with the youngest child aged 0-5 years, while Australia reports
with youngest child aged 0-4 years.
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Availability and affordability of childcare are barriers to female workplace participation

ABS research on barriers to work clearly identifies theavailability and affordability of childcareas key
impediments to many women either entering the workforce orto increasing their hours.* Australian research
has found that mothers of young children — particularly those who arepart of alow income family aresensitive
to changes innet child careprices (i.e. out-of-pocket costs after childcaresubsidies)in makingtheir employment
decisions.> TheProductivity Commission alsofound thatsecondaryincome earners, usually mothers are faced
with very high effective marginal tax rates. Improvements in child careaffordability will help to reduce the
financial disincentives to work generated by Australia’s tax transfer system.

Investment inchild caresubsidies has yielded positiveresults in the past. There have been four major changes to
childcareassistancein Australiain the past25 years, followed by four of the five largestannual increases inthe
workforce participation rateof married women aged 25-44 years in the year immediately following.® Those four
years accountfor 60% of the entire increaseover the last25 years in workforce participati on of married women
aged 25-44 years. The data strongly suggests that that Australian women are very responsiveto changesin net

childcare costs flowing fromincreases in childcareassistance.”

Quantitativeresearch undertaken for the Department of Social Services found that 24% of families with children
under twelve, both inand out of work, would be encouraged to work more as a result of the Government’s
proposals toincreasechildcareassistance. When announcingthe childcare packagein 2015, then Mini ster
Morrison suggested that: “Based on 2011 Census data, this would translateto around 240,000 families being
encouraged to increasetheir involvement in paid employment. The total number of families encouraged to work
would alsoincludealmost 38,000 joblessfamilies, where no-one is in work.”®

Similarly, a quantitative survey of more than 3,000 families conducted by BuzzResearch for Goodstartin January
2015 found that:®

*  92% of parents working part-time identified issues relatingto childcareas a barrier to their personal
increased participationin the workforce.

*  63%saidthe costof childcarehad a stronginfluencein their decision notto work more hours.

* Ifthe issues relatingtochildcarewere addressed, 41% of those currently working part-time would look
to work more hours, as would 33% of those not working at all.

Based on this evidence and contemporary international approaches to women’s policy, improvingchild care
affordability and removingfinancial disincentives to work is likely to have a positiveimpact on women’s
workforce participation. Animportantpart of achievinga positive workforce participationresultwill beapplying
asensibleactivity testand ensuringthat the design of the subsidy supports transitions within the subsidy.
Otherwise there is ariskthat childcare policy will inadvertently create barriers to participation. This submission
includes some minor amendments to address these risks.

Improving female workforce participation will have a positive impact on GDP

Measures to improve women’s workforce participation areworth pursuing, even ina time of fiscal constraint.
The Grattan Institute found that if Australia increased its female workforce participation rateto that of Canada
(whichis 6% higher), our GDP would be increased by $25 billion.1°

4 ABS 6239.0 Barriers and Incentives to Labour Force Participation Nov 2013

5 Gong X and Breunig (2012) “Estimatingnet childcare price elastidties of partnered women with preschool children using a discrete structural labour supply-child care model” Treasury Working Paper Nov 2012 Canberra
6 The fifth occurred in 2011 which was evidentlya correction in the large reduction in workforce participation following the GFC in 2010, but could also have been influenced by the introduction ofthe Commonwealth Paid
Parental Leave scheme inJanuary 2011.

7 Gong X and Breunig (2012) ibid

8 Hon. Scott Morrison Ministerial Media release 10th May 2015: http://www.formerministers.dss.gov.au/15859/job-for-families-chil d-care-package-delivers-choice-for-families/

9 BuzzResearch (2015) “Childcare and Workforce Participation Survey” report to Goodstart February 2015. Sample size: 3105 families.

10 Daley J (2012) “Game-changers: economic reform priorities for Australia” Grattan Institute June 2012 p. 39
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Experience shows itcan be done: the Canadian province of Quebec, faced with one of the lowest female
participationrates in Canada in 1997 initiated a policy of subsidizing childcareto a net price of just$5 a day.
More than 70,000 mothers joined the workforce and a decade later Quebec had the highestlevel of workforce
participationin Canada. Economic modelling found the reforms paid for themselves, with Government receiving
$1.51in additionaltax revenue and savings on social welfarefor every $1 paidinchildcaresubsidies.!?

The Productivity Commissioninits 2014 reporton earlylearningand childcarealsoidentified thateven modest
increases in ECEC subsidies would create many thousands of new jobs and boost GDP by around $1.3 billion. 12

Objective Two: address children’s learning and development needs, including
the transition to school

Access to early learning improves children’s learning and development outcomes

There is significantevidencethat children’s participation in high-quality early learningand careimproves school
readiness and addresses developmental vulnerabilities.3

Substantial investments aremade by tax payers in Early Childhood Educationand Care (ECEC) in Australiaand
around the globe because itdelivers areturn on investment interms of children’s outcomes as well as a return
on investment interms of female workforce participation.

OECD data shows that the benefits of access toearlylearningpersistthroughoutschooling —PISA! test scores of
15 year olds showed children who had attended pre-primary education for more than one year scored 53 points
higher than those who had not. The same OECD report found that Australia had the 6 lowest participationrate
of childrenin pre-primary education for more than one year.?>

International studies in literacy and numeracy of primary school children havealso found higher test scores for
children who attended 3 or more years of pre-primary education. Again, Australia was one of the countries with
the lowest levels of participationin early entry to pre-primary education.'® Further, a long-runningstudy of the
educational experiences of childrenin England recently reported that 16 year olds who had attended more than
two years of quality preschool (compared to none) scored on average 51 points higher on their final GCSE exams,
whichis the difference between getting eight ‘B’ grades versus eight ‘C’ grades.!”

“A growing body of research recognises that early childhood education and care (ECEC)
brings a wide range of benefits, for example, better child wellbeing and learning
outcomes as a foundation for lifelong learning; more equitable child outcomes and
reduction of poverty; increased intergenerational social mobility; more female labour
market participation; increased fertility rates; and better social and economic
development for the society at large. But all these benefits are conditional on ‘quality’.” 12

OECD Starting Strong 3 review of early learning

11 Fortin P, Godbout, L & St Cerby, S 2012 1mpact of Quebec’s Universal Low Fee Childare Program’, Working Paper, University o f Sherbrooke, Quebec.

12 PC 2014 pp. 667-685, PC (2014) Draft Report pp 2

13 Melhuish, E., Ereky-Stevens, K., Petrogiannis, K., Ariesau, A., Penderi, E., Rentzou, K., Tawell, A, Slat, P., Broekhuizen, M., & Leseman, p. (2015). A review of research on the effects of early childhood education and care
(ECEC) upon child development. Brussels, European Commission pp 25-38 http://ecec-care.org/

14 PISA: Program for International Student Assessment

15 OECD 2013 “PISA 2012 Results in Focus” p.12

16 http://timssandpirls.bc.edu/

17 https://www.gov.uk/government/news/children-who-have-early-education-get-higher-gcses

18 OECD 2012 “Starting Stronglll: A Quality Toolkit forEarly Childhood Education and Care” http://www.oecd.org/edu/school /startingstrongiii-aqualitytoolb oxforearlychil dhoodedu cationand care.htm
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Australian evidence shows that access to early learning can reduce disadvantage

Evidence from the Australian Educational Development Census shows that around 23% of children entering Year

One are developmentally vulnerable. Children who startschool behind all too often never catch up, and will
leave school withoutthe skills necessary for an effective transition to the workforce.

The AEDC alsofoundthat children fromthe lowest income quintile were twice as likely to startschool
developmentally vulnerableas children fromthe highest quintile. However, ifthey have accessed a preschool
program, the level of vulnerability reduces by about one third.1® This effect is summarisedinthe graph below.

IMPACT OF PARTICIPATION IN PRESCHOOL ON LEVELS OF DEVELOPMENTAL VULNERABILITY 2012
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Source: AEDI, 2012,

Ina data matching exercise, the ABS compared Census data and NAPLAN scores for students in Queensland and
with AEDC data in Tasmania. 20 Itfound that:

e childrenfrom lowSocio-Economic Indexes for Areas (SEIFA) communities were far more likely notto
meet minimum NAPLAN readingscores

e childrenwith both parents employed performed considerably better on NAPLAN numeracy, readingand
writingtests than those where one or both parents were not employed

PROPORTION OF STUDENTS BELOW NATIONAL MINIMUM STANDARD FOR READING, BY PARENTS' EM PLOYMENT STATUS
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Source ABS 2014: Data is for Queensland government school students

19 Australian Educational Development Census 2012 www.aedcorg.au

20 ABS 4261.3 - Educational outcomes, experimental estimates, Queensland, 2011
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The ABS study of Tasmanian children matching AEDC data with census data found:

e families withatleastone parent employed were the most engaged with the school and more likely to
regularlyreadto their childathome

e childrenfrom doubleincome families were less likely to startschool developmentally vulnerablethan
children from singleincome or non-working families.?!

Collectively, these studies and AEDC trends highlightthe importance of ensuringthat children from lowincome;
singleincomeand non-working families benefitfrom access to early learningto ensure that they have the best
possiblestarttolife by being ready for school.

A recent Essential Media poll of community attitudes shows that there is strongsupport for maintainingaccess
to earlylearningfor children fromdisadvantaged backgrounds:22

e The UK and NZ offer all children over 3 years 20 hours of earlylearning each week — our Government
should dothe same(62% of respondents agree or strongly agree)

e It'snot fair of the Government to cut access to earlylearningfor kids in lower income families (67% of
respondents agree or strongly agree)

e  Children from disadvantaged families should be supported into childcareand early learning (70% of
respondents agree or strongly agree)

e Denyingchildcareandearlylearningto children who come from disadvantaged familieswill only
continue the cycleof disadvantage (68% of respondents agree or strongly agree).

However, the children who would benefit most from early learning are least likely to attend

There is strongevidence that children from disadvantaged backgrounds benefitmost from access toearly
learning.?® These childrenarealsotheleastlikelytoattend. ABS data on preschool attendance shows that
children from non-working households were five times more likely notto attend preschool as children from
households where both parents work.2*

Changes to the ECEC sector which make it harder for children fromnon-working or disadvantaged families to
access earlylearning will simply perpetuate intergenerational disadvantage, unemployment and poverty.

gg?hclistart

Will disadvantaged children
retain access to subsidy in the

new system?

Goodstart welcomes the provision of
the low income safety-net which will
provide 24 hours of Child Care
Subsidy (CCS) per fortnight for
families with incomes below $65,710.
However, we have consistently
expressed concernthat 12 hours per
week will beinadequate and will limit
opportunities to the children who
would benefit most.

Distributional Impacts

Government recently released analysis of the impacts of the reforms
on the 250,000 families using childcare with anincome of less than
$65,000. The analysisshowed 52,100 would be worse off - 21% of
low-income families. We expect this is the impactof the cutinsubsidy
from 24 hours per week to just12 hours per week. 81,000 families
would have no change meaning they won’t benefit from improved
affordability under the reforms and 104,100 would be better off.
12,800 would have an unknown impact.

A further 55,700 families earning between $65,000-5$170,000 would
be worse off.2°

21 4261.6 - Educational outcomes, experimental estimates, Tasmania, 2006-2013

22 Essential Media, The Essential Report —Childcare, January 2016 n=1,028, Commissioned by Goodstart

23 Productivity Commission (2014) “Childcare and Early Learning Report” p 180

24 ABS cat. No. 4402 Childcare Education and Care Australia, June 2014

25 Northern Territory News 30/1/2016 “Majority win in care fix”
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Is the low-income safety-net of

12 hours per week enough to Across Goodstart’s national network of 643 centres, we identified
around 7,800 children whose parents may not to meet the proposed
activity test. Of this group:

make a difference?

Goodstart strongly opposes the - 56%are from very lowincome families (i.e. receiving the
reduction inthe baseentitlement for maximum entitlement of CCB)

access tochildcarefrom24 hours a - 68% of children from families receiving the maximum
week to 12 hours a week. 12 hours entitlement of CCB attend for two or more days of care

per week is simply notenough time
inearlylearningto make a difference
to children’s developmental
outcomes. This positionis supported
by both by research and by the
experience of our educators.

The families mostaffected by these proposalstendto livein
communities where the labour marketis leastlikelyto provide
opportunities to meet the activity test, particularly inruraland
regional centres or inlow SEIFA outer metropolitan areas.

In much of the OECD, childrenin most advanced economies aremore likelyto attend earlylearningfor fivedays
a week, with the debate focused on whether ‘full time’ (i.e. 30 hours a week) or ‘halftime (i.e. 15 hours a week)
is an optimal ‘dosage’, particularly for kindergarten. OECD data found thatin 2010, Australian 3 year olds had the
third lowest dosage in childcare (18 hours a week compared to 30 hours across the OECD countries). Indeed,
OECD data found that Australian 3 year olds had the third lowest avera ge weekly attendance (18 hours week) in
earlylearningof 35 reporting countries, with children attending for more than 28 hours in 25 out of 35 countries,
including Korea, Poland, Denmark, Sweden, France, the USA, Chile, Italyand Belgium.

Much of the evidence about ‘dosage’, or the minimum length of time a child needs to attend earlylearning,
relates to the issueof half-day versus full-day kindergarten. In England the seminal study on the longterm
impactof access to early learning found that five days of half-day provision (i.e. 15 hours a week) was the

minimum necessary to make a difference to children’s outcomes.26

One of the key authors of that report, Professor Edward Melhuish, ina recent article, argued that:

“In the UK, perspectives have changed radically since 2004, driven by evidence on the
value of early education. A Labour government introduced 15 hours of free nursery hours
to all children from their third birthday. Fifteen hours was found to be most effective for
improving child development for the general population, although children from
disadvantaged families can benefit from more hours.”>”

Professor Edward Melhuish

International evidence suggests 12 hours a week would be inadequate

There are a number of studies showingthat longer hours of access toearlylearning makes a significant
difference to learning outcomes for children, particularly disadvantaged children. Key findings aresummarised

over the page.

26 Pam Sammons “Does Preschool make a difference?” 92:113 at 100in Sylva, K., Melhuish E, Sammons P, Siraj-Blatchford | and Taggart B (2010)“Early Childhood Matters:
Evidence from the Effective Preschooland Primary Education project” Routledge New York
27 http://www.theguardian.com/commentisfree/2015 /sep/29/australia-should-follow-the-research-and-provide-free-universal-childcare Edward Melhuish “The Guardian”

29/9/2015

gg?hclistart

learning

Submissionto Senate Inquiry into Family Assistance Legislation Amendment (Jobs for Families Child Care Package) Bill 2015


http://www.theguardian.com/commentisfree/2015/sep/29/australia-should-follow-the-research-and-provide-free-universal-childcare

gg?hclistart

learning

Key Findings:

- Provisionof full day kindergarten had a positiveimpacton academic achievement on children from
American racial minority groups,?8 and resulted in ongoing and persistent effects on languageand
conceptual knowledge for disadvantaged children.?®

- An analysisofdata from the US Early Childhood Longitudinal Study (ECLS) found that children who
attended achildcarecentreatleast15 hours a week experienced significant cognitivegains. For the
low-income group, only children who attended a centre for more than 30 hours experienced significant
gains in pre-readingskills.39 Another ECLS study found that all-day kindergarten children began school
with higher scores and showed faster growth rates in both reading and maths compared with half-day
kindergarten children.3!

- A Swedishstudy found that a longer duration of ECEC attendance before the age of four was related to
enhanced cognitive and language development, and argued that longer duration was particularly
beneficial for disadvantaged children.32

- ATasmanianstudyfoundthat reading, numeracy and overall test scores were significantly higher
among children who had attended full-day sessions of kindergarten the previous year than halftime
kindergarten.33

- A Canadianstudyfoundthatthe proportion of children starting school developmentally vulnerablefell
from 25% to 21% for children who attended full time rather than part time kindergarten.34

Australian evidence also supports greater hours of access

Australian evidencetends to draw heavily from the Longitudinal Study of Australian Children (LSAC). This study,
which tracked two waves of children bornin 1999-2000 and 2003-4, was influenced by the lower level of quality
evident in Australian childcare prior to the rollout of the National Quality Framework reforms which commenced
in 2010. Nevertheless, LSAC studies on impactof access of childcareon later child outcomes tend to support

moderate as opposed to low dosage earlylearning as optimal.Key findings aresummarised below.

- Children who spent moderate hours in ECEC (9-30 hours a week) had higher early literacy and numeracy
scores thanthose with low hours (0-8 hours), but scores dropped for children with more than 30 hours.3%

- Children with medium childcareusagehad better outcomes at age 3-4 years than children with patterns
of either low or high childcareuse, or no childcareuseatall.For the socio-emotional outcome, after
controlling for a wide range of other characteristics, mediumuse informal carehad a statistically
insignificantadvantage over low, high or no use of childcare, butonly medium and highinformal careuse
had a statistically significant positive effect.3®

28 Chang, M. (2012). Academic performance of language-minority students and all-day kindergarten: a longitudinal study. School Effectiveness and School Improvement,
23(1), 21-48)

29 Frede, E., Jung, K., Barnett, S., & Figueras, A. (2009). Abbott Preschool Program Longitudinal Effects Study (APPLES) preliminary results through 2nd Grade. Interim Report
National Institute for Early Education Research

30 Loeb, S., Bridges, M., Bassok, D., Fuller, B., Ruberger, R. (2007), How Much is too much?, ‘The influence of preschool centers on children’s social and cognitive
development, Economics of Education Review, 26, 52-56

31 Chang M Singh K (2008) Is All-Day Kindergarten Better for Children's Academic Performance? Evidence from the Early Childhood Longitudinal Study Australian Journal of
Early Childhood, v33 n4 p35-42 Dec 2008

32 Melhuish, E., Ereky-Stevens, K., Petrogiannis, K., Ariescu, A., Penderi, E., Rentzou, K., Tawell, A, Slot, P., Broekhuizen, M., & Leseman, p. (2015). A review of research on
the effects of early childhood education and care (ECEC) upon child development. Brussels, European Commission pp 25-38 http://ecec-care.org/

33 Margot Boardman (2005) “Positive Gains in Kindergarten for Full-Day Children” Australian Assodation for Research in Education Conference Paper

34 Ontario Ministry of Education (Oct 2013) “A Meta Perspective on the Evaluation of Full Day Kindergarten during the First Two Years of Implementation”

35 Harrison L, Ungerer J, Smith G, Zubrick S (2009) “Childcare and early education in Australia: The Longitudinal Study of Australian Children” DSS Socdial Policy Research Paper
No 40 p. 152

36 Houng B, Jeon SH & Kalb G (2011) “The effects of childcare on child development” Melbourne Institute of Applied Social and Economic Research, May 2011 at p 51
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- Children who attended preschool for 21+ hours had higher educational outcomes (particularly in maths
and literacy) thanthose who attended for 11-20 hours, which was higher than those who attended for
less than 11 hours. However, this finding did not hold for childrenin childcareonlyand could be
influenced by the risk profile of the children.3”

- Childrenatage 7 who had greater duration and intensity of exposure to centre ELEC settings
demonstrated heightened fluidintelligencebutalso decreased behavioural functioningacross multiple
realms and reporters, although the effects were small.38

A Melbourne Institute study based on LSAC found that medium-intensive usage of childcare (15 to 29 hours)was
of particularbenefitto boys interms of educational outcomes and leastharmful (compared to low and high
usage) for girls, allowing for lagged learning. In terms of socialand emotional development, medium-intensive
usage was most beneficial for girls and also beneficial for boys, but with low usage havinga statistically
insignificantadvantage.

Interms of improvingaccess to earlylearning, the authors concluded:

“The first step needs to be encouraging disadvantaged families to make use of high-quality child care.
Disadvantaged families currently appear to make less use of formal child care than advantaged families.
Although other factors could play a role as well, this means that ensuring that this type of child care is
affordable to these families is important given the low incomes of these families.”3°

The finding by the Melbourne Institute study that boys in particular benefitfrom access to atleast 15 hours of
earlylearningis significantwhen considered with evidence from the Australian Educational Development Census
that boys aretwice as likely as girlsto startschool developmentally vulnerable (14.8% of boys were
developmentally vulnerable ontwo or more of the AEDI domains compared to 6.8% of girlsin2012).4°

Could six hour sessions work in practice?

As the nation’s largest provider of early learningand care, our experience tells us that twelve hours of access to

earlylearning per week is simply notenough to make a difference inchildren’s lives. This is particularly thecase
inalong daycare environment where 12 hours of subsidy, in mostcircumstances, equates to one dailysessiona
week.

However, even ifthe 12 hours of subsidy was offered over two six-hour days,itwould be not be adequate time
to conductan effective quality early learning programas:

- Partof the subsidised hours would include pick up and drop off, whichis not ‘stop anddrop’ likeschool,
but involves educators settlinga childin,and giving a verbal reportto the parents at the end of the day to
reinforcelearningathome.

- Young children need to be assisted to go to the toilet, need arestandtake longer to eat meals than
school aged children which further detracts from structured or planned learningcontacttime.

- Teachers and group leaders need preparation time, professional development time and admin time which
alsoneeds to be funded from subsidised hours.

- Comparisonwith school openinghoursis alsonotappropriate as schoolsarefunded by the placerather
than hours of attendance. In FY2013, government primary schools received around $70 per child per day
infunding.*! By contrast,the proposed maximum base entitlement for childcaresubsidy will be
substantially less,in FY2014 terms around $47 a day, despite substantially higher educator to child
ratios.*?

37 Biddle N, Seth-Perdie R. (2013) “Development Risk Exposure and Participation in early childhood education: how can we reach the most vulnerable children?” Australian
National University research paper

38 Coley R, Lombardi C, Sims J(2015) Long-Term Implications of Early Education and Care Programs for Australian Children, Journal of Educational Psychology, Vol. 107(1),
Feb 2015, p 284-299

39 Kalb G, Tabasso D and Zakirova R (2014) “Children’s participation in early childhood education and care, and their developmental outcomes by Year 5: A comparison
between disadvantaged and advantaged children” Melbourne Institute of Applied Sodal and Economic Research May 2014 at p.8

40 “Australian Early Development Index 2012 National Report” www.aedc.org.au p. 24

41 Figure from Productivity Commission 2015 “Review of Government Services” , divided by 200 school days

42 Benchmark fee of $9.20 per hour in FY2014 terms, at maximum 85% subsidy rate for 12 hours and 52 weeks, then divided by 104 d ays of service
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There are other operational issues thatindicatethat 12 hours per week would be inadequate:

- Inorder to be affordableandfinancially viable, to deliver two high quality six hour sessions of early
learning would require more than six hours of funded session time
- The hourlyfee for a shorter session will need to be higher than a longer day care session to recoup fixed

costs

- Commercial reality dictates thatshorter sessions arelikely only to be offered where there was no demand
from families for longer sessions. It would be very difficultto ‘sell’ the remainingsix hours of the day

- Goodstartis committed to meeting the needs of vulnerablechildrenand workingto develop a new
‘shorter-session’ service, however we remain convinced that 12 hours is simply not enough to deliver

learning outcomes for children.

Why 15 hours is the right solution

Reflecting upon the research, international trends and
the fact that Australian children were accessing
substantially fewer hours of earlylearningthan most
developed countries, the Council of Australian
Government (COAG) agreed in 2008 to increasethe
universal entitlement for preschool in the year before
school from 10 to 15 hours.*?

Goodstart believes that the 15 hours agreed to by
COAG in 2008 for preschool and applied by the United
Kingdom Government from two years of ageis the
minimum that should be countenanced for any reform
of the base entitlement to earlylearning.

Inthe longer term, Australia should followthelead of
the UK, New Zealand and most European countries
and offer atleasttwo days free earlylearningto all
children. Sucha major economicinnovation will help

Australia risks being left behind

Ifthe Government’s legislation beimplemented to cut the
baseentitlement to earlylearningfor lowincome children,
Australia’s childcare policy will be headingin the opposite
direction to most of the developed world*3.

The United Kingdom is offering 15 hours a week of
fully funded early learningtoall children aged 3-5
years, and 40% of the most disadvantaged 3 year
olds;**

New Zealand offers 20 hours a week of free early
learning for all 3-5 year olds;*®

The Canadian province of Ontario now offers 30 hours
a week of free earlylearningfor 4-5 year olds in the
two years before school;*®

Israel offers 30 hours a week of free kindergarten for
3-5 year olds?’;

Most Western European countries offer free or heavily
subsidised early learning for all children fromaged 3
years,and sometimes earlier.*8

boost workforce participation and importantly, more children will startschoolreadytolearn,and finish school

ready to work.

12 hours early learning per weekis simply not enough to make a difference to children’s lives. The
Government should not slash the base entitlementfrom 24 hours perweek to just 12 hours per
week. The low-income safety-net mustbe increased to at least 15 hours per week (30 hours per

fortnight).
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43 Economist Intelligence Unit 2012 “Starting Well: Benchmarking early education across the world”

44 https://www.gov.uk/help-with-childcare-costs /free-childcare-and-ed ucation-for-2-to-4-year-olds

45 http://parents.education.govt.nz/early-learning/early-childhood-education/20-hours-ece-2/

46 http://www.edu.gov.on.ca/kindergarten/index.html

47 http://www.haaretz.com/israel-news /israel-cabinet-approves-free-education-plan-for-children-over-age-of-three-1.406 183

48 OECD 2006 “Starting Strong |I: Early Childhood Education and Care”

49 COAG “National Partnership Agreement on Early Childhood Education” December 2008
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Objective 3. ECECis more flexible to suit the needs of families, including
families with non-standard work hours, disadvantaged children, and regional
families

The long day caresystem provides considerable flexibility for working families, including variable pick-up and
drop off times each dayto meet their work and family needs.

The PC found that around 70% of long day carecentres operate for at least11 hours per day. °° Other parts of
the sector including family day care,in-home careand occasional care meet the needs of the minority of families
whose requirements are not met by the long day care model. The lower than expected take-up of the Hours
Flexibility Trials offered in 2012 and for the In-home CarePilotin 2015-16 highlightthatthe number of families
requiringthis type of care continues to be small.

The Jobs for Families packageshould makeit easier for services to offer shorter sessions to meet local
community needs with the removal of the requirement that centres be open for at least8 hours a dayto attract
childcaresubsidies. Goodstartwill befully exploring the extent to which such models are compatible with our
overall business model, havingregardto the needs of our families and local marketconditions.

The Safety Net Programs within the Bill providea suite of measures to assistchildren withidentified additional
needs. Goodstart welcomes the additional fundingfor these programs and looks forward to working with the
Government to develop detailed guidelines to ensure maximum access for children and flexibility for families.
The overriding policy objective for these programs must remain that no child falls between the cracks the
eligibility criteriafor the programs.

Objective Four: That changes are based on more appropriate and fiscally
sustainable funding arrangements that better support flexible, affordable and
accessible quality child care and early childhood learning

Goodstart believes that the package is fiscally sustainableand will deliver more affordablechildcareand early
learning for families.

The net fiscal costto the Government is likely to be substantially lessthan the gross cost of the childcare
subsidies. Analysis by the Productivity Commission found that the budgetary benefits flowing from increased
labour market participation would substantially increasetax revenues and reduce welfare payments (such as
Newstart and family payments). Goodstarthas commissioned independent economic modellingon these effects
whichit will provideto the Committee.

Economic analysis of the impactof increased childcaresubsidiesin Quebec found a return to Government of
$1.51for every S1inincreasedsubsidies.>! Suchsecond order effects are not counted as savings in Budget
accounting, but are likely to flow through within 3-5 years.

50 PC 2015 Final report p.427
51 Fortin 2012 ibid
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Improvingaccess for disadvantaged children to early learning will also providesignificantfiscal benefits in the
medium to longer term. Nobel Prize winning economist James Heckman estimates that the return on investment
improvingaccess for disadvantaged children to early learningis as highas 7 to 1.2

“Economically speaking, early childhood programs are a good investment, with inflation -adjusted
annual rates of return on the funds dedicated to these programs estimated to reach 10 percent or
higher. Very few alternative investments can promise that kind of return. Notably, a portion of these
economicreturns accrues to the children themselves and their families, but studies show that the
rest of society enjoys the majority of the benefits, reflecting the many contributions that skilled and
productive workers make to the economy.” 53
US Federal Reserve President, Ben Bernanke (2012)
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PWC modelling estimated that the Australian economy would be $13.3 billion higher in cumulative terms by
2050ifall vulnerablechildren were given access to quality early learning, and a further $10 billion better off if all
children were ableto access quality early learning.>*

More recent research shows that the savings to Government from investinginaccess toearlylearningfor
disadvantaged children manifestearlyin reduced costs of managingvulnerablechildren duringtheir school
years. A study in North Carolinafound earlylearningprograms targeted to at-risk 4 year olds reduced later
spendingon special education placements by around 39 per cent. This provided considerablecostsavings to the
State with the earlylearning programs costingaround $1,100 per child compared to special education costs of
$8,000 per child.>>

Fiscal sustainability

Interms of fiscal sustainabilityitshould be noted that the lasttwo Federal budgets have delivered savingin
childcareand family assistance well in excess of the costof the proposedincreasein childcaresubsidies inthe
Jobs for Families package.

Minister Birmingham has recently announced that additional compliance measures on childcare payments
introduced by the Government lastyear are savingaround $700 million a year.>® This represents more than 55%
of the cost of the Jobs for Families childcare packagein2017/18.

Combined with other measures passed by the Parliamentin the pasttwelve months includingthe “No Jab No
Pay” legislation;tighter targeting of Family Tax Benefit B for coupled families with childrenaged 13-15 years;
abolition of the Large Families Supplement; and the tighter means test for Family Tax Benefit Part B deliver
budget savings well in excess of the cost of the Jobs for Families package.

Overall assessment against the objectives

Itis Goodstart’s view that the package andlegislation delivers on three of the four objectives: itwill support
workforce participation, deliver moreflexible childcareanditwill befiscally sustainable. However, it only
partially meets the Government’s objective to address children’s learningand development needs. With minor
affordableamendments, the packagecould meet all four objectives and deliver the longterm productivity
benefits our nation needs.

52 Heckman J, Moon S, PintoR , Savelyev P & Yavitz A 2010 “The rate of return to the HighScope Perry Preschool Program” Journal of Public Economics 92 (2010) 114-128;
www.heckmanequation.org

53 Ben Bernanke speech 24/7/2012 http://www.federalreserve.gov/newsevents/speech/bernanke20120724a.htm

54 PWC 2014 “Putting a value on early childhood education and care in Australia”

55 Muschkin C, Ladd H, Dodge 2015 “Impact of North Carolina’s Early Childhood Initiatives on Special Education Placements inthe Third Grade” Calder National Center for
Analysis of Longitudinal Data in Education Working Paper 121 February 2015 http://www.caldercenter.org/sites/default/files/WP %2012 1.pdf

56Media statement by the Minister for Education 3/1/2016 http://www.senatorbirmingham.com.au/Media-Centre/Media-Releases/ID/2916/Crackdown-on-child-swapping-

saving-taxpayers-7 7-million-a-week
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PART B: Consideration of the Bill in detail

4. Changes needed to improve access for vulnerable children

The Jobs for Families Child Care package provides two key planks of supportfor vulnerablechildren—a range of
targeted safety net programs,anda baseentitlement to childcareassistancefor lowincome families. Goodstart
has welcomed the increased fundingfor the Safety Net programs.We also supportthe principlebehind the
Government’s commitment to continue to provide a baseentitlement to ECEC to low income families and
commend the Government for maintaininga provision of child caresubsidy thatis focused solely on children.
However, this component of the system must be child focused to ensure continuity of access and participation to
increasethe chance of vulnerablechildren starting school withouta learningand development gap that could
have been avoided or at the very leastreduced.

Ideally, Goodstartwould liketo see atleasttwo days of access to quality earlylearningfor allchildren.Inthe

context of this packageand the low-income entitlement, Goodstart supports:

e the maximum subsidyrate of 85% applyingto all familyincomes below $65,710

e payingthe subsidydirectly toservices as a percentage of fees up to an hourlycap

e giving providers flexibility to offer shorter sessions ata higher hourly fee than longer sessions

e the principlethatthe low-income entitlement should facilitateaccess to two days of earlylearning per

week, consisting of two shorter sessions (butsessionsofatleast?7.5 hours per session).

We believe the legislation needs amendments to ensureit will supportaccesstoaffordable, quality early
learning for vulnerablechildren fromlow-income families. Problems with the current Bill arise becausethe hours
of subsidy areinadequateto achievethe desiredlearning outcomes, the design of the subsidyand application of
the activity test has created ‘cliffs’ or ‘drop-dead-cut-offs’ in the system that will seechildren drop in-and-out of
earlylearning.Ifthese issues arenotaddressed, there is areal riskthatthe packagewill fail inits objective of

supportingvulnerablechildren.

This chapter of our submission makes recommendations for amendments to the low-income entitlement and
activity test that will ensurethe reforms:

e deliver adequate hours of subsidy for vulnerable children fromlow-income households

e ensurethat vulnerablechildren’s accesstoearlylearningis notunfairlyinterrupted because of a change
intheir parents circumstances

e ensurethat children with disability or medical conditionsdo notloseaccess to earlylearning subsidy
e ensurethat all children canaccess affordable preschool.

Low-income result —adequate hours of subsidy

As outlined inthe firstpartof this submission (pages 11-17) Goodstartis firmly of the view that 24 hours of CCS
per fortnightis a simplyinadequate dosageto secure a learning and development outcome for young vulnerable
children.

We believe that atleast30 hours of CCS per fortnight is necessaryto ensure children canaccess atleasttwo days

per week of high quality affordableearlylearningbecause:

e The best availablenational andinternational evidencesupports a dosageof at least 15 hours per week
of earlylearning over at leasttwo days

gg?hclistart

learning

Submissionto Senate Inquiry into Family Assistance Legislation Amendment (Jobs for Families Child Care Package) Bill 2015



gg?hclistart

learning

e As aserviceprovider, the experience of our qualified educators is thatatleast15 hours per week is
necessaryinorder to deliver a high quality programin practice

e The serviceneeds to be flexibleand affordablefor vulnerablefamilies or elsecostand convenience will

be a barrier to access

e Arecent surveyof our families found that over 62% of non-working families accessed atleast2 days a
week, and that families were more likely totheir reduce their days of ECEC than change their activity,
leavingtheir children worse off.

Inorder to secure our long term economic growth, our nationshould be expandingaccess to earlylearning for

vulnerablechildren, notreducing entitlements.

Goodstart opposes the cut in subsidised hours for low-income families from the 48 hours per fortnight they
currently receive to 24 hours per fortnight. We recommend an increase in the low income entitlement to at
least 30 hours per fortnight in order to ensure as many vulnerable children as possible can benefit from
affordable early learning.

Goodstart recommends an increase in the low income result from 24 hours per fortnight to at least 30 hours
per fortnight in order to ensure as many vulnerable children as possible can benefit from affordable early

learning.
Bill Reference: proposed subclause 13(1) of Schedule 2 of the Act: Low income result
Suggested legislative amendment:

We recommend that subclause 13(1) of Schedule 2 of the Act is amended so the low income resultis
30.

Low-income result —transitions and change in eligibility

Impacts on children and families

Goodstart supports anapproach thatensures families haveaccess to the low-income entitlement CCS hours for
the full financial year. We arevery concerned that the bluntincome cut-off of $65,710 plus the requirement for
parents to notify of all changes in circumstances likely to changetheir entitlements will havethe consequence of
children from low-incomefamilies dippinginand outof the safety-net through the year. Regularaccess to early
learningis necessary for children to build securerelationships with educators that facilitate learningand
development outcomes. If children do not maintainregular access to early learning, the safety-net will be
ineffective in meeting its objectives.

As we understand them, the provisionsintheBill will significantly disadvantage children fromtwo broad types of
families who do the rightthing and regularly notify of their changes of income (as they are required to under the
Bill).

e Children whose parents estimate anincome of $65,710 or under but earn more than that duringthe
financial year (where one parent does not meet the activity test). These children will havetheiraccess
to CCS cut all together once the notification of the higherincome is made.

e Children whose parents estimate anincome of $65,710 or under but who atperiods through the year
estimate that they will earn more thanthat (e.g. due to anincreasein hours) but whose final reconciled
income is under $65,710 (where one parent does not meet the activitytest). These children will have
their access to CCS cut and then reinstated at different points through the year.
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In both scenarios, maintaining the child’s attendanceat anearlylearning centre is not likely to be affordable for
the family without some access to subsidy dueto their low-income. We believe that the second scenariois
particularly likely for low-income casual or part-timeworkers in trade, hospitality and retail industries which are
characterised by peaks and troughs in the availability of work and periods of over-time through the year. This
could potentially impactthousands of families, Australian Government data suggests around 50,000 families
usingchildcarehaveanincome between $60,000 and $70,000 a year.>’

We also notethat the $65,710income limitmay create a perverse incentivefor parents, includingthestay-at-
home parent not to accept additional work or hours as itwill meanthey losetheir access to childcaresubsidies.
The incentive to reject paid work will be heightened if itis likely to be short-term or for less than 8 hours per
fortnight.

Whilewe appreciatethat the intention is to encourage parents to meet the activity test, we do not thinkitis
reasonableto assumethat the non-active parent canimmediatelyincreasetheir activityin order to access the
firststep of the activity test. In a best casescenario, where the parent has capacity to undertake activity, this is
still likely to take several weeks and may be challengingifthe parent has not been engaged in anyactivity
previously.

We believe that the underlying principlefor this component of the subsidyshould beto maintainaccess for
vulnerablechildren.

Where a family’s incomedoes rise, we believe that atleastfor that year, the access to 24 hours of subsidy
should continue, but with the final rate (or CCS percentage) of assistancereconciled, or revised down to match

the final family adjusted taxableincome for that year.

Goodstart recommends that the legislation quarantine the 24 hour per fortnight entitlement for the full

financial year so that families do not incur debts or experience sudden cuts in their entitlementsif their
estimated annual income goes above $65,710 at any time throughout the year.

Bill reference: proposed subclause 13(2) of Schedule 2 of the Act: Low income result
Suggested legislative amendment:

Substitute proposed subclause 13(2) of Schedule 2 of the Act with:
(2) If on the firstday of the CCS fortnight:

(a) there is an estimate of adjusted taxableincome that, under section 67DB of the
Family Assistance Administration Act, the Secretary is permitted to use for the
purposes of makinga determination under Division 3 of Part3A of that Act; and

(b) the estimate is equal to or below the lower income threshold;

then, the lowincome resultapplies toan individual,inrelation toanychild, forall CCS
fortnights after the first CCS fortnightinthat financialyear.

In the event that the 24 hour entitlement per fortnight is not quarantined for the full financial year,
Goodstart recommends that families can access a six week ‘change in low income entitlement’transitional
provision that would apply where families have an increase in theirincome which would mean they are no

longer eligible for the low-income entitlement. This time would be used to maintainchildren’s access to early
learning whiletheir parents try and arrangefor opportunities to meet the activity test.

Bill reference: proposed clause 13 of Schedule 2 of the Act: Low income result

57 Australian Government, Graph: ‘Child care subsidy’ attached to media release by the Minister for Social Services, 8th May 2015
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Suggested legislative amendment:

Add after proposed subclause 13(2) of Schedule 2 to the Act:
Change in low income entitlement — transitional circumstances

(3) If, duringanincome year, there is a changeto anestimate of adjusted taxableincome under
subclause 13(2) sothatthe low income resultno longer applies, the lowincome result
continues to apply until the CCS fortnight immediately after the third CCS fortnightin which
the change occurs.

Children with disability or medical conditions

The PC and others have recognised that children with disability arevulnerable, arecurrently under -represented
inearlylearningandstand to benefit the most from earlylearning programs. Parents witha child or children
with disability or medical conditions faceuniquebarriers to participation in the workforce given their caring
responsibilities. At the moment, parentsinreceipt of Carer Payment are considered to meet the activity test
which means their children haveaccess to early learning opportunities.

The Decision RIS appears to signal anintentto change this position.Itappears that Carers would only meet the
activity testifthey are caringforanadultor ‘another’ child with a disability. This would suggestthat a parent
caringforone child with a disabilityandin receiptof Carer Payment would not have access to any CCS for that
child (unless thelow income entitlement applied). This would effectively prevent that child fromhavingthe
opportunity to access earlylearning. Wetrust that this is not the Government’s intention.

This approach denies very vulnerablechildren fromaccessingearlylearningand also creates unnecessary
barriers to participation for their parents. These children must maintain enough access to subsidy to support
them to participateinatleasttwo days of earlylearning.

Goodstart recommends that parents in receipt of Carer Payment or Carer Allowance are considered to fully
meet the activity test, as they are now.

Bill reference: proposed subclause12(2)(d) of Schedule 2 of the Act: Recognised activity result
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Affordable access to Preschool for all children

The Productivity Commission noted that the benefits of a high quality preschool or kindergarten program are
largely undisputed. °® With around 43% of children attending preschool inlongday care, maintaining accessto
earlylearningand caresubsidies for preschool aged childrenis vital to ensure all children haveaccess toan
affordablepreschool program. 32 Accessing preschool through Long Day Care settings is especially prevalentin
Queensland, NSW and Victoria.lnsome rural, regional and remote communities, Long Day Careis the only
provider of preschool.

The cost of preschool remains a barrier to access for many families and withoutchild caresubsidies the out-of-
pocket expense for two days of preschool wouldincreaseby up to $95 per week in 17/18 terms for families that
have a combined familyincome over $65,710 and do not meet the activity test. The evidence is also clearthat

58 PC, Childcare and Early Childhood Learning Final Report, October 2014
59 ABS, Childhood Education and Care, Australia, June 2014
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families who would not meet the activity test— singleincomeand non-working families —arealready those
families leastlikely to send their children to preschool.

We understand from the Decision RIS thatthe Government’s intends to: “introduce an additional exemption
category for families if their child is attending a preschool program in a child care services, with the exemption to
apply for the period of the preschool program.” We strongly welcome this commitment by the Government.

We recommend confirming that an additional exemption category for families if their child is attending a
preschool or kindergarten program in a child care service with the exemption to apply for 600 hours per year
to reflect Universal Access to Preschool program requirementsand that these hours will be in addition to any
low-income result or other Child Care Subsidy entitlement.

Bill reference: proposed clause 14 of Schedule 2 of the Act: Minister’s rules result

We recommend that Government monitor preschool attendances and out-of-pocket costs for single income

families when the new subsidy is introduced to ensure children maintain affordable access to preschool and
kindergarten programs.
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5. Changes needed to support workforce participation

Goodstart believes that the majority of working families will enjoy more affordablechildcareas a resultof the
new CCS. In particular, working families where both parents have access to secure, regular employment, study or
training for atleast 17 hours per fortnight are likely to have significantreductions in their out-of-pocket costs.

Goodstart supports the basic design of the subsidyincluding:

e the income thresholds and taper rates, including maintaining a base entitlement for high income
working families

e the approachof payingsubsidies asa percentage of fees up to an hourlyfee-cap

o the methodology for setting the hourly fee-cap whichis based on real priceinformation and reflects
recent trends inchildcarecosts

e astepped activity test, where more work provides access to more hours of subsidy within broad bands

e applyinga modest withholdingamount to help ensure families don’tincur debts

e payingthe subsidydirectly to the serviceto reduce out-of-pocket costs for families.

We believe the legislation needs some minor amendments to ensure itsupports workforce participation for as
many families as possible. Problems with the current Bill may arisefor families where they do not have regular
or secure access toa recognised activity. This is becausethe design of the activity test provides very little
flexibility for parents in the event they have an unexpected reduction intheir activity or if their hours of work are
reduced for a reason outsidetheir control.

This partof our submission makes recommendations for minor amendments that will ensurethe new CCS:

e promotes participation especially for mothers of young children returningto work and casual workers
e provides adequate flexibility for families to respond to changes in their circumstances

e minimises financial penalties ifa parent’s activity is unexpectedly reduced

e improves affordability for working families on the firststep of the activity test.

Promoting participation for parents of young children

Definition of volunteering

One of the best ways to promote participation by parents of young childrenis to providethem with as many
opportunities to participateas possible.Itis alsoimportantto recognise activities thatcanactas stepping stones
to paid work. For these reasons, Goodstart has consistently advocated for all voluntary activity to count towards
the activity test.

We understand that the Government intends to implement a broad definition of volunteering, consistentwith
recommendations made by Goodstart and others through the RIS consultation process. Wehave also
recommended thatvoluntaryactivity should beableto be combined with other types of activity to meet the
activity test, with a minimum entitlement of 36 hours of subsidy per fortnight where volunteering i s the only
activity undertaken.

This approach will help meet the policy objectives for the subsidy by:

e Dbetter matchingthe types of activities parents of young children arelikely to be participatinginas a
stepping stone to later workforce participation

e providinggreater flexibility for parents to meet their activity requirements if sufficientwork hours are
not availableor not offered (e.g. for casual workers)

e ensuringan efficient use of Government and the Volunteer sector resources by targeting speci fic work
related volunteering opportunities to those jobseekers who genuinely need to improve their work skills.
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Clarifying this definition will give confidenceto many families and services thatfamilies will beableto continue
to access earlylearning through a wide variety of voluntary activities, including volunteering thatdoes not
directly improve work skills.

Goodstart would liketo see a definition adopted that recognises all forms of volunteering that make a
contribution to the community or that improve parentingskills. This would also help to improve home learning
environments and outcomes for childrenina non-stigmatising way.

Goodstart recommends that the Senate ensure that all voluntary work, including volunteering in the
community and volunteering that improves parenting skills should meet the activity test.

Goodstart recommends that voluntary work should be able to be combined with any other type of approved
activity to calculate total hours of activity for the activity test, with a minimum entitlement of 36 hours of
subsidy per fortnight where volunteering is the only activity undertaken.

Goodstart recommends that all forms of approved activity can be combined to meet the steps of the activity
test.

Bill Reference: proposed clause 14 of Schedule 2 of the Act: Minister’s rules result
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Providing flexibility to working parents

Goodstart believes that some workers will need greater flexibility within the subsidy systembecausethe
conditions of their employment mean they may meet the activity test in some fortnights but not in others, and

this is largely beyond their control. Working on casual rosters orin a casual “pool”is a well-recognised pathway
to permanent part-time and permanent employment so casual workshould be encouraged through the design

of the CCS.

Itis likely thata substantial number of the expected 1.2 million families accessingthesubsidy will haveirregular
work. Inarecent survey of parents currently using childcare nearly a third (28.9%) of respondents stated that
they or their partner had been employed on a casual roster atsome time sincetheir child was born. 6°

This survey of Goodstartparents alsofoundthat families’ circumstances changefrequently, and that the
increased number of steps to the activity test are likely to resultin multiplechanges to many families’

entitlements to childcareover the course of a year.

Over the pastyear, 45.3% of respondents reported that their activity changed at leastonce between the steps of
the proposed activity test, 32.5% changed their activityatleasttwice, and 24% changed at leastthree times. Of
these, nearly half (48.6%) did not change their childcarearrangements when their pattern changed. 36% of
families responded that they had only worked 24 hours or more per fortnight (i.e. met the top tier of the activity
test), and a further 12% had only worked 16-24 hours (i.e. the middletier of the activity test). This demonstrates
the need to have flexibletransitional measures builtinto the subsidy.

Casual workers and parents with irregular work

Many mothers re-enter the workforce after havingyoung children through casual or contractwork
arrangements which are characterised by variablehours, late notice from their employer of when shifts are
availableand lowto moderate pay rates. In order to support participation by this group, they must have

60 BuzzResearch online survey of parents currently using childcare drawing from the Goodstart and Smartstart parental database n=892, July 2015
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consistentaccess to enough CCS to allowthem to accept work when itis offered and maintain their childcare
affordability if they receive less work than they expect. Sensibleapproaches to the activity test and transitional
arrangements will beimportant to ensuringthe CCS does not inadvertently create financial disincentives to work
for this group.

In Goodstart’s RISsubmission, we noted the followingissues for this group of workers:

e For casual workers inretail, hospitality and health sectors particularly,itis notpossibletoaccept casual
shifts offered each morning without already havingaccess to an affordablechild care place.

e Mothers of young childrenarealready disadvantagedinaccessingcasual rosters compared to other
jobseekers ifthey don’t have access toatleasttwo days per week of affordablechild careas many
casual rosters intheservices sector have a three day minimum availability.

e Casual workers areusually lowincomeworkers who canleastaffordto pay for child care without
subsidy.Ifa casual or part-timeworker does not receive their expected number of hoursina given
fortnight they experience a compounding negative financialimpact:they don’t earn any money because
they haven’t been offered work andthey loseaccess to child caresubsidy. Only low-income families will
retainaccess to the low-incomessafety-net of 24 hours subsidy per fortnight.

e Casual workers oncasual rosters arethe leastableto negotiate flexible work arrangements. Ifthey have
to reject a shiftbecause they don’t have child care, they go to the bottom of the listthe next time a
shiftis available.

e Under their employment conditions, many part-time workers may have their fortnightly hours
significantly reduced unexpectedly inany given fortnight, with the total overall hours meeting a
guaranteed minimum amount per month or per six week period.

e Accessto regularaffordablechildcareincreases the parents’ ability to pick up additional days of
childcareif extra shifts are offered.

Goodstart was pleased that the Government recognised these issues inthe Decision RIS.Inthat document, the
Government proposed that as a means of simplifyingand reducingthe number of changes to parent’s reported
activity levels, those working casual orirregular hours (such as fly-in fly-out workers or shift workers) will be
ableto estimate their average hours of activity over a period of three months. Goodstartsupports this concept.
However, communication with parents about this provision will beimportantas a blunt averaging methodology
couldresultinanactivityresultthat actually leaves these workers worse off. A blunt averaging methodology
may move a family down the activity test, leavingthem with inadequate childcaresubsidy to meet their work

commitments insome fortnights and with higher costs over the three month period.

For example, working families on casual rosters often book three days of childcareto maximisetheir work

availability. Examples of where families would end up worse off by averaginginclude:

e A familywith 18 hours of activity during three fortnights and 9 hours of activity during three fortnights
e A familywith 20 hours of activity during four fortnights and 8 hours of activity during two fortnights. 61

Families would be worse off becausechildcare places need to be booked well inadvance of work commitments,
and cannot be ‘averaged’ week to week. Thus a working parent facing peaks and troughs intheir work needs to
book childcareto cover the peaks, even ifthis means paying for more childcarethanthey need duringthe
trough. Otherwise they risklosingtheir childcare placeand beingunableto meet their work commitments due
to alackofaccessiblechildcare. ‘Averaging’ hours of activity over three months will be provide insufficient

subsidyto holda placein many cases.

61 The families we considered paid $100/day to be available for work 3 days per week in an 11 hour service.
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Inorder to address this issue, we recommend that anirregular work reporting methodology that allows workers
to estimate their activityand childcare needs over a six fortnight period as this will ensure working families have
access toadequate subsidy and childcare when they need it.

We note that adoptinga broad definition of recognised volunteeringactivity that can be combined with paid

work to meet the steps of the activity test will also help to ensure these workers are not disadvantaged.

Goodstart recommends that a reporting methodology is adopted that allows all casual workers or part-time
workers with irregular hours to estimate their expected activity and childcare needs over six fortnights.

Bill reference: proposed subclause 12(2)(d) of Schedule 2: Recognised activity result
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Impacts of unexpected circumstances beyond parents’ control

There will be circumstances where a parent’s activityis suddenly dramatically reduced for reasons beyond their
control. The Bill makes clear that parents are required to notify DHS as soon as practicableof any change that is
likely to impact their entitlements, includinga changein their activity test result. The legislation also notes that
changes inthe activity test resultwill applyinthe CCS fortnight immediately after the change occurs.

We believe that these provisions could disadvantage families thathave unexpected changes intheir activity
becauseitprovides at best thirteen days and, at worst, justone day for families to make alternative
arrangements to meet the activity test before their subsidyis cut— potentially to zero. It's also likely thatfamilies
may not fullyrealisethe consequence of their notification until after they advise DHS.

Circumstances where this could be an issueinclude:

e atemporary reductionin paid workto meet other commitments thatare not recognised activities like
caringforasickorterminallyillchild or family member
e unexpected reductioninwork hours

e unexpected jobloss orredundancy.

We areconcerned that the period of time between notificationand cuts insubsidyistooshortto allow parents
to make alternativearrangements to meet the activity test via other means. This tends not to be a problemin
the subsidy system now becausethe base entitlement of 24 hours of CCB and the simpleactivity test
arrangements for CCR means that the overwhelming majority of families retainaccessto some subsidy.

The likely negative consequences in these situations aresummarised below.52

e The familyincurs a significantchildcare debt because they need to keep their childcaredays butno
longer have subsidy to cover the cost. Afamilyinthis situation usingthree days of childcarefor one
childcouldincura 278%increasein their out-of-pocket costs from around $79 per week to $300 per
week.

e The familyreduces their childcareusageto meet their new CCS entitlement but then can’t get their
childcare placeback when their circumstances returnto normal.This is likely to be anissuewhen
people losetheir job as we understand that as a recognised activity, looking for work will havea limitof
36 hours per fortnight if thatis the onlyactivity beingundertaken. In this situation, mostparents want
to retaintheir access tochildcaresothey are availableto meet with agents, attend interviews and
ensure they will haveaccess to childcarethatallows them to work once they finda job. A familyin this

62 Assumes one childin LDC, $100 per day, 11 hourservice, 17/18 terms
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situation with four days of childcarefor one child couldincura 164%increasein their out-of-pocket

costs from around $106 per week to around $279 per week.

Overwhelmingly, families do the right thing when itcomes to making notifications to DHS. In practical terms,
arrangingvolunteeringactivities islikely to take more than 2 weeks once contact is made and the necessary
checks and interviews are undertaken by the voluntary organisation.

We believe that providingadditional timefor families to rearrangetheir circumstances would significantly
improve the flexibility of the system for families and would also ensure children have continuity of earlylearning.

A six week period would provide continuity of carefor childrenand would also provideadequate time for
families torespond to and adjustto sudden changes intheir circumstances withoutlosingaccessto their child
caresubsidy. We arenot suggestingthat this provision would apply where parents have a permanent reduction

intheir approved activity.

We recommend that families can access a six week ‘exceptional circumstances’ transitional provision where
families have sudden and unexpected changes in their circumstances which would result in a reduction in
their hours of subsidised care.

Bill reference: proposed clause 12 of Schedule 2 of the Act: Recognised activity result
Suggested legislative amendment:

Substitute subclause 12(3) of Schedule 2 of the Act with:
Change in number of recognised activity hours

(3) Subject to subclause (4),in working out the recognised activity test result,a changeinthe
number of hours of recognised activityin which anindividualengages in a CCS fortnightis to
be disregarded until the CCS fortnight immediately after the CCS fortnightin which the
change occurs.

Add after the proposed subclause 12(3) of Schedule 2 of the Act:
Decrease in number of recognised activity hours —transitional circumstances

(4) Inworking out the recognised activity test result where there is decreasein the number of
hours of recognised activity and a transitional circumstance prescribed by the Minister’s
rules applies,a decreaseinthe number of hours of recognised activityin whichanindividual
engages in a CCS fortnight is to be disregarded until the CCS fortnight immediately after the
third CCS fortnight in which the change occurs.

(5) The Minister’s rules made for the purposes of subclause 12(4) may prescribetransitional
circumstances applicableto anindividual’s only or to both individuals and to anindividual’s
where the individualis a member of a couple.

Minimising the risk of parents incurring significant debts

We understand that the current EOFY reconciliation will befocused on reconcilingincomerather than changes
of activity through the year. We supportthis approach.

We note that favourablechanges canonly be backdated 28 days, however itis notclearifthere isa

commensurate limitfor unfavourable changes being backdated.

End of year reconciliations should apply to the reconciled incomeas per the tax return and the subsequent Child
Care Subsidy percentage. It would be useful to have further clarification on whatprocess will beadopted for any

reconciliation of CCS hours or reconciliations of the activity test result.
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Goodstart recommends clarifying the process for retrospective application of reductions in the activity test
result.
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Working families on the first step of the activity test

Based on ourinternal modelling, we note thatin many cases, working families wherethe secondaryincome
earner is workingup to 16 hours per fortnight will actually haveanincreasein their out-of-pocket child care
costs relativeto what they get now ifthey are using2 days or more of childcarea week. This is because 48 hours
of CCB per fortnight plus 50% CCR is more generous than 36 hours per fortnight of the new CCS. This appears to
particularlyimpactlow-incomefamilies wherethe secondaryincome earner, usually the mother, is tryingto get
backinto the labour market. A survey of mothers returning to work after paid parental leavefound that around
8% worked less than eight hours a week, suggesting that potentially thousands of families could experience
reduced child careaffordability.63

Goodstart recommends increasing the first step of the activity test from 36 hour per fortnight to 40 hours

per fortnight to ensure working families in this category don’t end up with higher out-of-pocket costs than
they have now.

We note that this is a secondary priority to increasing the low-income entitlement.
Bill reference: proposed clause 12 of Schedule 2 of the Act: Recognised activity result
Suggested legislative amendment:

We recommend that subclause12(1) of Schedule 2 of the Act is amended so that the resultfor Item
2is40

63 Cited in the PC Final Report p. 610
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6. Additional Child Care Subsidy

Goodstart supports the policyintent behind the components of the Additional Child CareSubsidy (ACCS) and has
particularly welcomed additional investmentto supportvulnerablechildren.Goodstart welcomes the
Government’s recognitionthat extra supportis needed to help address costbarriers for the fol lowing groups:

e childrenatriskof serious abuseor neglect (ACCS —at risk)

e families experiencingtemporary financial hardship (ACCS— TFH)

e grandparents on income supportwho are the primary carer of their grandchildren (ACCS —
Grandparent)

e parents transitioningto work from income support (ACCS — TTW).
Goodstart supports the basic design of ACCS — at risk, TFH and Grandparent including:

e Providing 100% of out-of-pocket costs upto 120% of the hourlyfee cap
e Providing 100 hours of subsidy per fortnight

Goodstart also supports thebasic design of ACCS — TTW including:

e Providing95% of out-of-pocket costs up to the hourly fee cap
e Hours of subsidyavailablefor all approved hours of activity
e Transitionalarrangements when parents move off income supportandinto work.

We believe the legislation needs clarification and amendments to ensure that the way these subsidies are
implemented meet the needs of some of the most vulnerablechildrenin our society.

This chapter of our submission makes recommendations for minor amendments and clarifications thatwill
ensure that the ACCS streams supportchildrenatrisk, families in crisisand parents tryingto improve their
employment prospects.

Children at Risk

The opportunity to redesign the child caresubsidies to support childrenatrisk of abuseor neglectisaonceina
decade opportunity to get the policysettings rightandreset the lifetrajectories of Australia’s mostvulnerable
children.

We believe that the overriding objective of ACCS must be to ensure that childrenidentified as beingatrisk of
abuseor neglect do not experience more barriers toaccessingongoingearlylearningand care. The
implementation of the ACCS should be seen as an opportunity to identify and support more children atrisk to
provideearlyintervention services to help improve their life outcomes. Itis alsoimportantto remember that
contribution to childcaresubsidies isthe key Australian Government contribution to supportingthe most

vulnerablechildreninour society.
Inaddition to the basic design of the subsidy, Goodstart welcomes:

e the new the provisionthatprovides an 18-month exemption from the activity test once a child has been
‘atrisk’ for six continuous months

e theincreaseinthe limits onapprovalsto50% of the children cared for by the provider at a particular
service

e clarityaround anticipated timeframes.

However, we remain concerned that the provisions, process and evidencerequirements relatingto the
Additional Child CareSubsidy —Child atRiskas outlined in the Bill, Explanatory Memorandum and RIS remain
complex, may potentiallyincreaseadministrativeburden and add to barriers toaccessingearlylearning for
children atrisk. Inthe absence of further information about Ministerial Determinations, definitions, evidence
requirements and process, Goodstart makes the following observations and recommendations.
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Definitions and eligibility

Goodstart supports retaininga broad definition of child atrisk of serious abuse or neglect in the Bill.

The priority for ACCS atrisk mustbe to adopt a definitionthatis atleastas comprehensiveas the current
definition and that has flexibility toincludea complex myriad of circumstances thatcouldlead to a child beingat
risk. Therefore, the definition of what constitutes a child atrisk of serious abuse or neglect must be
appropriately comprehensiveand should continueto be aligned tothe National Framework for Protecting
Australia’s Children.

Goodstart also supports maintaining reference to the definitions included inthe National Child Protection
Clearinghouseresourcesheet published by the Australian Institute of Family Studies, ‘What is child abuse and
neglect’ as this remains the best, broadly agreed definition. We would also recommend that other publications
published by AIFS such as ‘Risk and protective factors for child abuse and neglect’ are referenced inthe new
guide to supportdecision makingaboutchildren atrisk.

We alsosupportmaintainingall existing definitions of the following, with new additions as noted below:
o Indicators ofabuseor neglect (intentional and unintentional)
o Signs of abuseor neglect in parents and caregivers
o Possiblesigns of sexual abuse,inchildrenandin parents/caregivers
o Possiblesigns of psychological abuse,in childrenandin parents/caregivers
o Possiblesigns of neglect, in childrenandin parents/caregivers
o Riskfactors forabuseor neglect (for children, parents, familyand social)

o Environmental risk factors for abuseor neglect (e.g. home environment or homelessness,
probability of parental relapse).

We would not supportany narrowing of the definition to align with more targeted definitions which may exist
under state and territory statutory child protection systems and law.

Goodstart recommends that the definitions associated with at risk of abuse or neglect outlined through
determinations are at least as broad as they are under the current Special Child Care Benefit (SCCB) Guide
and are not limited to more narrow state and territory definitions where they exist.

Bill reference: proposed Subdivision Aof Division 3 of Part 4A of the Act: Eligibility for ACCS (atrisk)

Initialapprovals

The provisionsofthe Bill includea new layer of process with state and territory governments withina reduced
timeframe in order for children to receive an approval for more than six weeks of ACCS. The current service
provider approval is for up to 13 weeks. Goodstart has consistently recommended maintaininga 13 week
provider approval process as we believe this length of time is needed in most cases to make an adequate
assessmentabout the child’s riskand to gather the necessary evidence for further approvals.

It appears thatinthe new process, additional evidence will need to be collected within six weeks. Itis important
to recognisethat gathering evidence from families and children atrisk can bean extremely complex and
challenging process. Families often fear that engaging in the process will notbe intheir long-term interests, and
securingthe necessary evidence from third parties and other agencies is time consumingand often requires
multipleattempts to produce evidence that will meet the DHS requirements.

We areanxious toensure that the process does not resultin children falling through the cracks and either
droppingout of early learning (where they fall completely off the community radar) or their parents incurring
largedebts if their ACCS applicationisnotapproved or is deemed to be not approved as no decision has been

made.
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Goodstart recommends maintaining a 13 week provider approval process (or two step 6 and 7 week
provider approval process) as we believe this length of time is needed to make an adequate assessment
about the child’s risk and to gather the necessary evidence for further approvals. Alternatively, we seek
assurances that a child’s access will not be cut at six weeks if there are delays in state agencies responding
to request for information.

Bill reference: proposed Subdivision Aof Division 3 of Part 4A of the Act: Eligibility for ACCS (at risk)

Documentation and Evidence

Goodstart understands the need for robustevidence to support applications for the ACCS. However, the
objective must be to reduce barriers to children atriskattending early learning. For some at risk children, the
existingdocumentation and evidence requirements aretoo cumbersome.

Children atrisk of abuseand neglect are often infamilies characterised by disorganisation, lowlevels of
motivation and hostility towards government authorities. Such families find it difficultto interfacewith services,
maintain good records, and provideclear and timely evidence. They may not for various reasons, bein a position
to advocatefor the child’s bestinterests (e.g. a mother experiencingcontrollingabusive behaviour froma
spousemay be too fearful to provideservices with necessary evidence, or a mother presenting with mental
health issues willnotsee a GP for diagnosis or certification of mental illness). In these cases additional flexibility
isrequiredto ensure childrenaren’tdisadvantaged.

Inrelation to medical evidence in particular, there areoften challenges in securingadvice from medical
professionals becauseparents arereluctantto request that advice. This can be becausethey fear judgement and
repercussions, either from Government (e.g. Child Protection Agencies), from other family members (e.g.
impacts on custody arrangements), because they fear itwill damage other relationships (e.g. with the Centre), or
because of the cost. In general, consistentwith confidentiality protocols medical professionals will notprovide
evidence directlyto services.

The new ACCS — at risk should continueto recognisethat the kinds of evidence provided by a serviceto support
aclaimarediverseand may range from observations of the child’s behavior to advicefrom welfare and health
professionals.

Given the new ACCS includes a mandatory referral to state based agencies and requires an additional
Government approval inthefirstthirteen week period, we believe the evidence requirements should allowfor
the followingcircumstances:

o Emails should bepermissibleevidence,including fromcaseworkers

o Support letters for future approval should beableto containthe same or similarinformation /
evidence as earlier letters where circumstances have not changed

o Iftimeframes for approvalsarereduced, there will need to be greater flexibility in terms of
gathering and providingevidence to ensure continuity of careis maintained for children.

o Assessments should acknowledge that access to earlylearninghas benefits for parentsin
vulnerablecircumstances aswell as providing a protective factor for children atrisk

o There will need to be an exceptional circumstances provision when there are staffingchanges
within third party agencies

o Where parents are unwilling to make referrals or provide evidence, supporting evidence by ECEC
professionals should beadequate for a further approval.

There are also complexinteractions with mandatory reporting legislationin somejurisdictions, which canactas
a barrierto childrenatrisk currently accessing SCCB. The new ACCS and guidelines needs to carefully consider
these interactions and ensurethat the evidence required does not actas a barrierto access.
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Goodstart recommends that evidence provided for the new ACCS - at risk should continue to recognise that
the existing evidence for the SCCB as well as new evidence sources.

Bill reference: proposed Subdivision Aof Division 3 of Part 4A of the Act: Eligibility for ACCS (atrisk)

Transitionalarrangements when a child ceases to be eligible for ACCS

Exposureto riskis rarely binary and the impacts of trauma have a long lasting negative effect on the
developmental outcomes of very young children. Further, the likelihood of the risk re-occurringis high. On this
basis, the objective should be to ensure all children thathave been atriskmaintainsomeaccess toearlylearning
soservices can continueto monitor the child’s well-being. We strongly supportthe exemption from the activity

test once a child has beenassessed as beingatriskfor six months.

However, where a parent has been inreceipt of ACCS for less than six months, reference to the parent’s post
ACCS activity test resultshould be formally considered before an applicationisrefused. Where the activity test
resultis likely to be zero, there should be the opportunity to apply for a special circumstances exemption to
maintain some access to subsidy for the child. This is particularlyimportantbecausethe existing broad safety net
which provides 24 hours of access to CCB per week for most families will nolonger apply. There is areal risk that
these children could fall out of the system and incur serious harmiftheir parents are suddenly faced with very

high out-of-pocket costs to access earlylearningandcare.

Goodstart recommends that reference to the parent’s post ACCS Activity Test result should be formally
considered before an application is refused, and, where the activity test result is likely to be zero there
should be the opportunity to apply for a special circumstances exemption to maintain some access of care
for the child before access to subsidy is cut off.

Bill reference: proposed Subdivision Aof Division 3 of Part 4A of the Act: Eligibility for ACCS (at risk)

Deemed refusal of anapplication when no decisionis made

As noted above, we welcome clarity around the timeframes for ACCS. In consideringtheBill and possible
outcomes for childrenatrisk of abuseor neglect we arerecommending a change to the Secretary’s decision to
ensure continuity of earlylearningfor children atriskinthe event thata decisionis notmade. Given the very
vulnerablenature of children atrisk of abuseor neglect, we believe that the absenceof a decision after 28 days
should not automaticallyresultina deemed refusal.Childrenatrisk of abuseor neglect are an extremely
vulnerablegroup who need special attention to ensure they aren’t further disadvantaged andso ordinary

‘deemed refusal’rules should notapply.

Goodstart recommends a change to the Secretary’s decision to ensure continuity of early learning for
children at risk in the event that a decision is not made. We commend the inclusion of decision timeframes,

however given the very vulnerable nature of children at risk of abuse or neglect, we believe that the
absence of a decision after 28 days should not automatically result in a deemed refusal.

Bill reference: proposed subsection 85CE(4) of the Act: Determination of risk of serious abuse or neglect
Suggested legislative amendment:
A new subsection 85CB(3A) of the Act should be inserted:

Despite subsection 85CB(4), a certificate given by an approved provider will continue to have effect if
the approved provider has applied to the Secretary for a determination under section 85CE and the
Secretary has not made decision on the approved provider’s application.
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Improving processes and reporting

Goodstart notes the Government’s concerns about the potential abuse of the existing SCCB. However, Goodstart
strongly believes that complianceactivities should beimplemented to identify and rectify abuses, rather than

trying to limitaccess to subsidy by tightening eligibility criteria or creating overly burdensome processes.

Goodstart recommends that the overall regulatory and administrative burden associated with the new
ACCS - Child at Risk should be tested against the existing process for children at risk and should be less
burdensome on families and services and should have increased flexibility compared to the current process.

Goodstart recommends annual public reporting on expenditure and access to ECEC for children at risk to
allow better sector and community wide understanding of trends and issues.

Bill reference: proposed Subdivision Aof Division 3 of Part 4A of the Act: Eligibility for ACCS (at risk)

Temporary Financial Hardship

Goodstart welcomes the retention of Temporary Financial Hardship support. This supportis necessary to ensure
children can maintain continuity of carethroughout an event thatimpacts on a family’s capacity to meet their
child carefees as they manage a crisis.

Ensure that children in families experiencing temporary financial hardship are not worse off under the
changes and do not incur debts. We do not supportremoving the ability for providers to make approvals for
shortterm temporary financial hardship assistance.

Noting the Government’s intention that this should be administered by DHS in future, Goodstart requests

that the terms of the Ministerial Determination for temporary financial hardship are clarified as soon as
possible to provide clarity around the definitions for eligibility for temporary financial hardship.

Bill reference: proposed Subdivision B of Division 3 of Part4A of the Act: Eligibility for ACCS (temporary
financial hardship)

Transition to Work

We supportbroadeningthe eligibility to this programand the principles outlined in theBill to ensure families
don’t incur debts. We also supportincluding this programas partof the mainstreamsubsidies.

We recommend that the eligibility requirementsfor ACCS — Transition to Work are clarified through the
Ministerial Determinations as soon as possible.

Bill reference: proposed Subdivision D of Division 3 of Part4A of the Act: Eligibility for ACCS (transition to
work)
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Other vulnerable children, including Aboriginal and Torres Strait Islander
children

Onein two for Aboriginal and Torres Straitlslander childrenarevulnerablein oneor more domains of early
childhood development, compared with one infive childrenin the general population.®* Given the overwhelming
evidence of the benefits of access to earlylearninginreducing disadvantageandimprovinglife outcomes
Goodstart believes that all vulnerablechildren should haveaccess to high doses of early learningand thatcost
should not be a barrier to access.The PC noted that Aboriginal and Torres StraitIslander children comprisejust
2.9% of children participatingin early childhood education and care programs, despite making up 5.5% of the
population. Policy settings should be attempting to remove barriers to participationandincreaseaccess to
quality earlylearningfor Aboriginaland Torres Straitlslander children.

Goodstartis concerned to hear of reports that changes in funding will mean some of the most disadvantaged
andvulnerablechildreninour nationwill end up with less access to early learningor significantly increased costs
as aresultof the changes. We refer the Committee to submissions madethe Secretariatof National Aboriginal
andIslander Child Care (SNAICC) and Early Childhood Australia (ECA) on this matter.

In principle, Goodstart recommends that all vulnerable children, and particularly those from Aboriginal and
Torres Strait Islander communities currently accessing Budget Base Funded services or other services like Child
and Family Centres do not experience reduced access or increased fees to access ECEC under the proposed
changes. Goodstart also believes that the necessary investment should be made to ensure these services meet
the minimum standards under the National Quality Framework.

64 Australian Government, AECD analysis, 2013
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7. Other Provisions in the Bill

In this chapter we provide recommendations and analysis of other operational components of the Bill.

These recommendations primarily relateto administrative policy issuesthatwill havea significantimpacton
how the new subsidy will be operationalised. Although some of these matters aretechnical in nature, how they

areinterpreted and ultimately implemented is likely to have a significantimpacton families and services.

We understand there was not adequate time to providean Exposure Draftprocess for the Bill dueto the tight
implementation timeframes for the subsidy. Goodstartstrongly supports the implementation of the new subsidy
being no later than 1 July 2017 but notes that itwill be importantto formally clarify some of the issues outlined
below to ensure the Australian Parliamenthas the informationitneeds to vote on the legislation. Goodstart
urges the Committee to consider these matters and ensure these issues areclarifiedin order to avoid any doubt
as to how the subsidy will beimplemented in practice. We also note that some of these issues havebeen
clarified by the Department of Education, and we appreciatethe time they have taken to clarifyissues where

possible.
Sessions of Care

As with the current legislation and subsidy system, the Bill applies subsidy on the basis of a defined ‘Session of
Care’. The Minister must determine by legislativeinstrument what constitutes a ‘session of care’ for the
purposes of the Act. We note that the amendments in the Bill do not propose any changes to this existing

section of the Act.

Goodstart strongly welcomes commitments by the Government that there will beno change or restrictionin
relation to sessions of careor requirements for ‘hourly billing’inthe legislation, ICT systemand administrative
requirements. Maintainingthis flexibility will be particularlyimportantto ensuring the sector caninnovate to
provide part-daysessional options over two days for children accessingthelow-income-entitlement. We

understand that the Government intends that new Child Care Subsidy will supportthis approach.

Services are currently able to offer different sessions of care, for different lengths of time and charged at
different fees. However, given the change in how the subsidy will apply, the Bill proposes toinserta new
definition for ‘hourly session fee’ in subsection 3(1) of the Act. Goodstart supports the basic principlethatthe
‘hourly session fee’ is calculated by dividing the fee charged for that session by the number of hours in that

session.

Inorder to clarify thatGovernment wants to promote flexibility and innovation, the existing determination
should clearly clarify thatthatthe Government envisages different sessions of care, with different fees for
different periods of time. Under this scenarioa session of caremay run concurrently with one or more other
sessions of care. Goodstartand others inthe sector have previously noted that the effective hourly rates (or
hourly session fee) will be higher for shorter sessions than for longer sessions. This issimply becausefixed costs

|"

need to be recouped over a shorter periodanditis generally not possibleto “sell” the remaining hours after a

shorter session.

Goodstart recommends that it is clarified that services may have different sessions of care at a particular
service. Each session of care may consist of a different minimum period of time in respect of which an
approved provider may charge a different fee. A session of care may run concurrently with one or more
other sessions of care.

Suggested amendment to Child Care Benefit (Session of Care) Determination

4 Whatis asessionofcare?
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For the purposes of the Act, a session ofcareis the minimum period of time inrespect of whichan
approved provider charges a fee for providingchild careinany particularcase.

A session of caremay starton one dayand end on the next day.
However, a session of caremust not exceed 12 hours.

An approved provider may have different sessions of careata particular service. Eachsession of care
may consistofa different minimum period of time in respect of whichan approved provider may
charge a different fee. A sessionofcaremay run concurrently with one or more other sessions of
care.

Feerelief from other sources (calculating the hourly session fee)

We understandthatitis the Government’s intention that current policy for calculating the hourly session fee will
not change under the legislation. Wesupport the policyintentbehind ensuringthat any subsidies provided in
respect of individual child for the purposes of reducing out-of-pocket costs are passed onto the familyvia the
CCS system. We understand that this provisionisdesigned to ensure that a servicethatis receivinga subsidy
specifically targeted to reduce out-of-pocket costs for anindividual child fromanother agency passes on that fee
relief (for example, from a State Government provided to anindividual child specifically for additional fee relief
for preschool or kindergarten program). However, the provision should makeclear thatthis does not applyto

other per-child programrelated funding (for example, a per-capita grantfrom a State Government for the
delivery of a preschool or kindergarten program).

Goodstart recommends that the implementation of this provisionis further considered in consultation with the
sector to ensure there aren’t any unintended consequences that resultinanincreaseinthe out-of-pocket costs
for vulnerablechildrenand families.

Goodstart recommends clarifying that this section should only be applied to subsidies provided by a
Government or Government agency that are provided specifically to reduce an individual child’s out-of-
pocket costs. Goodstart recommends that the implementation of this provision is further considered in
consultation with the sector to ensure there aren’t any unintended consequences that result in an increase
in the out-of-pocket costs for vulnerable children and families.

Bill reference: proposed subclause 2(2) of Schedule 2 of the Act: Hourly rate of CCS
Suggested legislative amendment:

We recommend that itis clarified thatsubclause 2(2)(b)(i) relates to any subsidy (other than CCS or ACCS)
whichthe individualreceives froma Government or Government agency inrespect of that sessionand
reduces the amount the individualis liableto pay for that session.

Hourly billing

Goodstart, likethe vast majority of LDCs, generally charges a daily fee for longday careattendances because this
allows services to efficiently manage costs while maximising flexibility for families and keeping overall downward
pressureon prices. This approach recognises children arriveand departat different times each day, and staff

must be availablefor the full day.

We welcome the Government’s commitment that itwill notbe pursuinganhourlybillingapproach as partofthe
roll-out of this subsidy. We note thatissues relating to the adequacy of the hourly fee cap would need to be

consideredinany future moves to hourlybillingor an hours attended approach for the allocation of subsidy.
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We alsonotean intention from Government for services to offer shorter sessional offerings for working families.

There are three likely consequences of this approach:

e Parents would have less flexibility overall as they would be required to commit to very specific pick-up
and drop-off times, with additional fees likelytoapplyif parents vary from these times.

e Revenue would drop but the cost base, particularly rent, would remain the same. The consequence
would be that the effective hourlyrate would have to increase up to cover the difference.

e Services may move to lower their labour costbaseby limiting opening hours. This would be more
efficient but would also limit parents’ flexibility.

These outcomes would disadvantagethose families thatneed to access child carefor longer hours as they would
bear the brunt of higher fees, whilefamilies seekingto access justa few hours carewould also facehigher fees in

order to cover fixed costs and to manage the risk of offering hourly or part-day sessions.

We understand that Government intends to gather information about child careusageonce the new systemis
implemented. Goodstart notes that changes to the sector are likely to take time. Services will be limited in their
capacity to make major changes to their business model halfway through the year inaddition to the significantIT
and business system changes required for the new subsidy system. We look forward to continuingto work with
the Government on this issueandthe implementation of these reforms to ensure families can accessaffordable
flexibleearlylearningandcare.

Ministerial Determinations

We note that several key features of the new CCS and ACCS including who will beeligible, how approval
processes will work and other definitions such as ‘Session of Care’ will be outlined in Ministerial Determinations.
Inthe absenceof these documents or a more detailed clarification of Government’s policyintentinthese areas
itis difficultto determine what the exactimpacts on children, families and services will be.

Determinations that should be finalised as a matter of priority, or the policyintent formally clarified include:

e Determinations relatingto approved activities and exemptions

e Any determinations or operational provisions relatingto transitional arrangements and reconciliations,
includingfor the low-income result

e Determinations relatingto the definition of ‘Session of Care’
e Determinations relatingto the eligibility for ACCS (atrisk).

Ideally, exposuredrafts of these key determinations should be provided or the policyintent clarified and
provided to the Committee before itfinalises their report.

We recommend that the Senate Committee review drafts of the key proposed Ministerial Determinations
and / or clarify the policy intent where possible so Senators can make an informed assessment of the real
world impacts of the changes on children, families and services.

This would include key determinations relating to definitions of approved activity, exemptions and other
components of subsidy eligibility and reconciliation.
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Maintaining affordability and indexation

Indexation of the fee-cap, annual cap andincomethresholds is importantto ensure the subsidy continues to
maintain affordability over time. Childcarefees have been increasingaboveinflation, largely reflectingincreased
labour and facilities costs in delivering childcare. The Government’s fee projection model shows that longday
careprices areprojected to continue to increase by more than 6% inthe firsttwo years of the new subsidy —
much above the projected CPI of 2.5%. Goodstart notes that this discrepancy willmeanthat childcareis less
affordable over time as out-of-pocket costs for families increaseas a proportion of their income.

Indexingincome thresholds

Goodstart also notes that the methodology in the Bill for applyingindexationis less generous than the current
methodology, with onlythe lowest income thresholdindependently indexed. This will also erodevalue of the
subsidy over time and will impactmiddleincome families. To avoid this issue,itwould have been preferable to
independently index each income threshold as currently occurs.

Setting and indexingthe hourlyfee cap

The Productivity Commission recommended a bi-annual review and adjustment of their recommended
‘benchmark price’ which was based on real priceinformation. We commend the Government for adoptingthe
hourly-fee cap approach and for setting the fee cap above the median fee with reference to actual prices paid by
families (i.e.17.5% above the adjusted average price). As the hourlyfee capis basedonreal priceinformation, it
would have been preferable for the hourly fee capto be revised annuallytoensureitis maintaining affordability
by applyingthis formula.

We alsonotethat a review of the hourlyfee cap will also benecessaryif Government eventually pursues an
‘hourly billing’ methodology where families canonly claimsubsidies for the hours they actually attend early
learning. As Goodstart has raised through recent consultation processes and the PC Inquiry, the hourly fee cap
set for the subsidyis based onreal fee information thatreflects current billing practices which maximise
flexibility for families by charginga daily feethat spreads costs acrossa full day for all attendances. Benefits of
this approachincludethatitis simplefor families to understand, it maximises flexibility becausefamilies are not
‘locked-in’ to specific pick-up or drop-offtimes and it keeps overall downward pressureon prices for most
families by spreadingfixed costs acrossall attendances.

Ifthe Government wants services toshiftto hourly billing or part-day sessional billing practices, the hourly cost
or ‘hourly session fee’ of these services will increaserelativeto the hourly costfor a full day. In this event, the
hourly fee cap would be inadequateand would need to be recalculated and adjusted upwards.

Goodstart recommends a review of the Child Care Assistance Package is undertaken in July 2019 with a
focus on the subsidy level, hourly fee-cap, annual cap and income thresholds and whether they remain
effective in meeting the goals of the Child Care Assistance Package to improve affordability for families.
This review should be conducted everythree to five years with adjustments made accordingly.

Goodstart recommends that the Government develop robust indicators of affordability objectives and
reportson these on an annual basis.

Bill reference: proposed amendments to Schedule 4 of the Act: Indexation and adjustment of amounts
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Meeting Compliance and Reporting Requirements —the ICT System

There are opportunities to improve the ICT systems for families, services and Government. However, to date the
sector has hadvery littleinformationinterms of the possible processes, options or costs. The new system
represents a major overhaul of existing systems and is likely to come ata considerablecost. We consider thatit
will require major changes to business processes, ICTinfrastructure, hardwareand communications with
families.

We alsonotethat itis particularlyimportantto get the new ICT system right becauseit will beresponsiblefor
facilitatingthe complianceand reporting requirements for both families and services. There must be adequate
consultation mechanisms for the development of the new ICT system and it will beimportant to ensure
adequate review mechanisms arein placeto mitigate risks tofamilies and providersin meeting their obligations.
We also believethe ICT system must be underpinned by policy tosupport families thattransition within the
subsidy with an overarchinggoal of reducing red-tape and regulatory burden for services and families. New
limitations around backdatingrecords mayincreaseregulatory burdenif the timeframes are inadequate to
accommodate normal processes for clarifyinginformation with families.

Consequently, the risks associated with the roll-outof the new system are very high. We note that there were
major problems associated with the lastmajor overhaul of the child caresubsidy systemin 2000.To ensure risks
are appropriatelyidentified and mitigated, Goodstart recommends that an additional consultation mechanismis
established with services to progress the development of the new ICT system. This process shouldincludean
opportunity to fully consider the relative costs and benefits of various options. Transitional arrangements and
other support, including financial supportfor the implementation of the new ICT system may also benecessary
and should be considered.

The Senate also needs to assureitselfthatsufficienttime is availableto build and appropriately testthe new ICT
system before the new system goes liveon July1 2017. This is especiallyimportantas the new activity test will
see many parents havingto report more often to Centrelink than they currently do.

Goodstart recommends that an additional consultation mechanism is established with services to progress the
development of the new ICT system.

Goodstart recommends that in the event that the new ICT system is not ready toimplement the new subsidy
from 1 July 2017, then families must receive additional fee relief by increasing the rate of the existing Child
Care Benefit and increasing the Child Care Rebate annual cap by reallocating the available investment for the
new Child Care Subsidy.

Administrative amendments

The Bill containsa widerange of other technical amendments and Goodstart makes the following
recommendations to ensure the reforms are workablein practice:

Goodstart recommends amending section 204B(6) of the Admin Act to increase the length of time a service
can amend historical attendance records in the child care system from 28 days to 49 days in order to ensure
there is adequate time to collect and verify information and to allow time for interactions with the
transitional arrangements within other parts of the Bill.

Bill reference: proposed subsection 204B(6) of the Admin Act: Requirements to report for enrolled children

gg?hclistart

learning

Submissionto Senate Inquiry into Family Assistance Legislation Amendment (Jobs for Families Child Care Package) Bill 2015




Goodstart recommends clarifying section 67CB of the Admin Act to make clear that once a child is assessed
as eligible, the subsidy will be paid from the date of application, not the date of approval.

Bill reference: proposed section 67CB of the Admin Act: Entitlements to be paid CCS or ACCS

Goodstart recommends clarifying section 201B of the Admin Act to provide some guidance around what the
department considers to be ‘all reasonable steps’.

Bill reference: proposed section 201B of the Admin Act: Enforcing payment of hourly session fees

Goodstart notes that that given the complexity associated with the amendments to the Admin Act, other
recommendations may be provided before the Committee reports.

Bill reference: various, Administration Actamendments.
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8. Other issues not addressed in the Bill

The Jobs for Families Child Care Package included several other components that are not addressed in the Bill.In
this chapter we address some of those components to provide the Committee with additional background about
policy decisions underpinningthe CCS. This chapter addresses issues by exception, rather than addressingall
components of the package. The Early Learningand Care Council of Australia submissionincludes more
comprehensive information about other components of the package. Goodstart would be happy to provide any
additional information the Committee requires.

Abolishing support in high fee services

Goodstart supported the Access to Affordability Supportannounced inthe May Budget. We believe this
additional subsidy supportis importanttoaddress costbarriers for lowand middleincome families in high fee

markets. We were disappointed when this measure was dropped late lastyear.

We assessed the potential impacts of the removal of the Access to Affordability Supporton families at three
Goodstart centres with Nursery prices thatexceed the hourlyfee cap. We considered families earningannual
incomes of $65,000 and $100,000, who met the activity test, and who used the centres 3 days per week. Under
current proposal, these families werebetween $4 and $56 per week worse off than the original proposal by
removing the top-up subsidy. When the top-up subsidy was included, all families were better off (511-S65 per
week) than under the existing CCB and CCR system, but when the top-up subsidy was removed from the

proposal somefamilies were up to $28 per week worse off than under the existing system.

We understand that the previous proposal to deliver Access to Affordability supportwas deemed was too
complex and costly to administer. We believe that supportfor these families isstillanimportantpolicy objective
thatis worth pursuing. A possiblealternativesolution could bethat families earningless than $100,000i n very
high fee locations, e.g. 120% above the fee cap are exempt from the benchmark fee cap. This would still provide
astrong pricerestrainton highincome families in high fee services, whileensuringthat low income families in
high fee localities (such as inner Sydney or Melbourne), particularly accessing higher priced nursery places, are
not worse off under the reforms. Inany event, Government should monitor the number of lowand middle
income families (i.e.families below $65,710 and below $100,000) accessingservices priced 120% above the

hourly fee cap to determine ifa targeted policyresponseshould bedeveloped.

100 hours per fortnight limit

A limitof 100 hours a fortnight is consistent with current CCB rules of up to 50 hours a week, and the fortnightly
application could potentially deliver more flexibility. However, depending on a parents workingschedule and
centre opening hours, it may not cover full-timework as the Government intends. For example, at 11.5 hours a

day (the average opening hours across the Goodstart network), 100 hours would cover 8.7 days a fortnight.

There is an existing provision for families to apply on a case-by-casebasisfor additional CCB hours to meet their
work commitments, we are pleased that this is also available within thenew Bill. Further guidanceshould be
provided to outlinehow accessiblethe Government intends this provision to be.

Families with multiple children

Goodstart considers that payment arrangements should recognisethat families with several childrenincare
spend a larger share of their disposableincomeon earlylearningand childcare,and face stronger costpressures
(and associated workforce disincentives). The Report on Government Services showed the significantincreases
inthe percentage of weekly disposableincomespent on childcarefor families with two chil dren.The increases
have occurred across allincomelevels over the pastfive yearsinfamilies —from 14.9 per cent to 17.3 per cent.
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A ‘child add-on’ would reduce the impacts of effective marginal taxrates and would help ensure itwas
affordablefor women from low- and middle-incomefamilies to return to work when they have more thanone
young child. We note that the Government has decided to discontinuethis approachinthe move to CCS and this

may disadvantage families with multiplechildren under the age of five.
Price Pressures

A concern for policy makers could be that the benefit of the new subsidy is eroded by fee increases rather than
flowingto families. Goodstartcontends that this is unlikely to happen because of significantpolicy and market

differences sincethe lastsubsidy reformin 2008.

The childcare marketis increasingly competitiveand the ability for an operator to unilaterallyincreaseprices is
weak. Productivity Commission analysis found that95% of centres had atleastone potential competitor within
5km, and at leasthalf of all longday careproviders settheir fees within 5% of the local averagefee.65 The
supply oflong day care and family day care places has been acceleratinginrecent years,and that this has put

pressureon long day carefees where prices increases havebeen slowingaccordingto Departmental data:

LONG DAY CARE — INCREASE IN NUMBER OF SERVICES AND HOURLY FEES (% p.a.)
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Source: DSS Early Childhood and Childcare in Summary various issues (Sept Qtr.)

Inthe three years to September 2014, the growth inthe number of longday carecentres (8.7%) exceeded the
growth inthe number of childreninlongdaycare (8.3%). Enrolments infamily day carehave also doubledin the
lastfiveyears. Market analysts such as CLSA have warned that competition inthe sectoris likely to put

considerablepressureon childcareprices in comingyears.66

Structural features of the new childcaresubsidy willmakeit difficulttoincrease prices in many markets, as
subsidieswillbe capped above the benchmark fee and the rate of subsidy paid to highincome families will fall
from 50% to 20%. The legislation alsoincludes new compliance powers for the Government, includingthe power
for the minister to make legislativeinstruments to placea pauseon child careserviceapplicationsinrelationto a

particularservicetypefor a defined period.

65 PC 2014 report pp 427-431
66 Gold Coast Bulletin 22/4/2015 “Shares in Gold Coast’s G8 Education dive after company warns of a hike in chil dcare fees

“ http://www.goldcoastbulletin.com.au/business/shares -in-gold-coasts g8 -education-dive-after-company-warns-of-a-hike-in-child care-fees /story-fnjc2dm2-12273 14088 159
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Nannies and In-Home Care

Goodstart supports the targeted approachthe Government has taken with the Nannies Trial. We note that lower
than expected demand reflects our experience in offering outside-standard-hours care. Wealso note that Family
Day Care (FDC) already provides other flexible childcare options thatsuitthe needs of many families thatwork
outsideof standard LDC hours. Moving forward it will beimportant to continue to supportFamily Day Carein
deliveringthese flexible options. Goodstart supports FDC becauseservices come within the National Quality
Framework, educators meet national minimumqualification requirements and becauseshared care FDC models
deliver a more efficient return on tax-payer investment than in-home nannies.

In considering the outcomes of the nannies trial, Government should take into accountthe overall likely impact
on workforce participation, employment behaviour and outcomes for childrenrelative to other options for
investment in earlylearningand care. Goodstart also believes thatall early childhood educationand care
services inreceipt of Australian Government funding should come within the National Quality Framework to
ensure consistentminimum standards and a minimumreturn investment by tax payers.
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9. Appendix 1

Abbreviations

ACCS Additional Child CareSubsidy

AEDC Australian Early Development Census

CCB Child Care Benefit

CCS Child CareSubsidy

CCR Child CareRebate

DHS Department of Human Services

ECEC Early Childhood Educationand Care

GCCB Grandparent Child Care Benefit

ISS Inclusion SupportSubsidy

JET / JETCCA Jobs Educationand Training Child Care Assistance

LDC Long Day Care

NAPLAN National AssessmentProgram — Literacy and Numeracy
NQS National Quality Standard

NQF National Quality Framework

OECD Organisation for Economic Co-operation and Development
PC Productivity Commission

RIS Regulation Impact Statement

SCCB Special Child Care Benefit

SEIFA Socio-Economic Indexes for Areas

the Act A New Tax System (Family Assistance) Act 1999 (Cth)

the Admin Act A New Tax System (Family Assistance) (Administration) Act 199 (Cth)

the Bill Family Assistance Legislation Amendment (Jobs for Families Child Care Package) Bill 2015

gg?hclistart

learning

Submissionto Senate Inquiry into Family Assistance Legislation Amendment (Jobs for Families Child Care Package) Bill 2015



Behind Goodstart

D]
Brotherhood MISS'ON
beekerti | OV®|  mEm  AUSTRALIA

goodstart
early
learning

Submissionto Senate Inquiry into Family Assistance Legislation Amendment (Jobs for Families Child Care Package) Bill 2015 47




