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Introduction

KU Children’s Services is the largest not for profit provider of child care in Australia
and the second largest provider overall. KU was the first provider of early childhood
education and care in Australia and has operated continuously since 1895. Our
Vision is: Every family is able to access affordable, high quality early childhood
education and care for their children.

KU operates over 150 centres and programs in NSW, Victoria, Queensland and will
soon have a centre in the ACT. We enrol over 11,000 children each year and employ
around 2,200 staff. KU is also the National Inclusion Support Program Provider for
the Australian Government.

KU offers to appear before the Inquiry to give evidence on the matters addressed in
this Submission.

Summary of Submission

KU believes that the ABC collapse is what happens when poor public policy meets
corporate greed. There has been a significant policy failure with child care coming to
be seen as a “commodity” to be bought and sold in the market like a hamburger,
rather than as a community service. However the market too has failed with a
mismatch of supply and demand and together with distorted market balance.
[Pages 4 — 6]

The idea that that child care must be profitable because it is government-subsidised
has been exposed as a myth and it comes as no surprise to the not for profit sector
that so many ABC centres are not profitable. CFK and the Defence Child Care
Program are considered as examples. [Pages 6 — 8]

The financial impact of the collapse of ABC will be felt mainly by those who had
invested in ABC shares, creditors such as banks and ABC employees who have (now
worthless) share options or have lost their jobs. However there will be benefits in
terms of: an understanding that child care cannot make huge profits; more realistic
expectations regarding the actual cost of child care; reduction in oversupply, thus
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making remaining centres more viable; and more transparent and accurate financial
reporting. [Pages 8 — 9]

In the short term, while there is distress for parents, children and staff, in the
longer term the major social impact will be the potential lack of access to child care
in particular locations, especially in country towns and lower socio-economic areas.
[Pages 9 — 10]

In the longer term the impact on the child care sector is likely to be marginally
beneficial. This impact will not be as great as it could have been as the
Commonwealth Government has failed to take advantage of this major opportunity
to rebalance the policy settings. The only real winners will be the ABC1 Group and
the creditors. The losers are the taxpayer, the Commonwealth Government, the
parents, the staff and the children. [Page 10]

While it is to be hoped that the sale of the 241 centres in the ABC2 Group will result
in many of these centres remaining open in the hands of not for profit providers, the
real likelihood is that the majority will not be viable without a government subsidy.
The speculation that the not for profit sector may somehow be able to operate these
centres when ABC could not, fails to recognise that generally the not for profit
model is more expensive than the for-profit model. Not for profits are simply not
able to absorb a group of unviable centres without jeopardising their ongoing
existence. [Pages 10 — 12]

The public policy purpose of child care is not clear. Early childhood education and
care should be seen as having a social capital (including education and community
service), rather than economic capital, public policy base. It should not be permitted
to be market driven. [Pages 12 - 13]

Parents should have a choice of providers of early childhood education and care
(including not for profit, local government and small, independent private providers)
but large corporatised providers (listed or unlisted) should not be permitted to
provide child care and all should be required to meet the same standards. [Pages 13
— 14]

The Government should plan to ensure there are sufficient child care places
available to meet demand and to regulate the supply of child care places that are
eligible to receive CCB or CCTR. [Page 15]

Given the current state of child care provision in Australia and the fact that so much
of it is already operated by small for-profit providers, it is very difficult to radically
alter the model. However changes are needed to restore balance in the policy
setting s and prevent a collapse like ABC occurring again. Recommendations as to
the key elements of a rebalanced model are provided. [Pages 15 — 16]

There are only two places that funding for early childhood education and care can
come from: the government, and the parents. Increased standards being imposed
by governments will only increase these costs, which are already unaffordable for
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parents in lower socio economic areas, even with increased levels of CCB and CCTR.
There is a very real concern that, in the future, child care will simply price itself out
of the market, and without additional funding, there is likely to come a time when
child care is only available to the wealthy and not for profit providers such as KU wiill
cease to be able to operate long day care centres in the very areas that need them
most. KU believes that in some areas we are close to reaching that point. [Pages 16
— 18]

Early childhood education and care across Australia is a mass of complex and
differing systems which create a proliferation of Commonwealth and State
bureaucrats, red tape and additional costs for providers, and complexity and
uncertainty for parents. We are strongly of the view that there should be one
national, consistent licensing and regulatory framework of child care across
Australia. Examples are detailed and a number of recommended reforms are
suggested. [Pages 18 — 21]

While national data is not useful for parents, if it can be made reliable and be used
as part of a planning system to ensure that supply and demand at the local level are
properly matched then it will be valuable to collect and evaluate. This should be
done at the national level. [Pages 21 — 22]

It is desirable to establish a national authority to oversee the child care sector in
Australia. The development, implementation, oversight and evaluation of consistent
standards, including the Early Years Learning Framework, licensing standards,
accreditation and assessment including quality ratings, as well as the matching of
demand and supply, demand a national approach. [Page 22]

Funding for children with additional needs comes from a plethora of State and
Commonwealth sources, with different accountabilities and acquittal requirements
and in both calendar and financial years. This is expensive and confusing for parents
and for providers. Support for children with additional needs to be included in
mainstream early childhood education and care services can and should be done
better and the Submission recommends a number of actions. [Pages 22 — 26]
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Body of Submission - Response to Terms of Reference

a. the financial, social and industry impact of the ABC Learning
collapse on the provision of child care in Australia;

The collapse of ABC Learning has affected the provision of child care in Australia in a
number of ways and the outcome of the Receivership process for the ABC1 and
ABC2 groups will shape the provision of child care in Australia for the foreseeable
future.

The ABC Collapse: when poor public policy meets corporate greed

As the impact of the collapse of ABC Learning and a number of other private child
care providers who run on a similar model (CFK, Neighbourhood Early Learning
Centres, 123 Group) becomes clearer, governments as well as families are entitled
to ask: What went wrong?

Quite simply, KU believes that this is what happens when poor public policy meets
corporate greed. This is encapsulated in the astonishingly naive comment by
Sallyanne Atkinson (former Chair of the Board of ABC Learning) who has been
reported as saying: “This is a business subsidised by the Government. How can it be
unprofitable?”

Policy failure: from “community service” to “commodity”

The key words in Ms Atkinson’s comment are “business” and “profit”. They show
just how much child care has come to be seen as a commodity, to be bought and
sold, like cans of soft drink.

The resetting of the policy levers by the Howard government in the 1990s, when the
national planning framework ceased and child care subsidies were increased and
paid directly to child care centres, was the catalyst for the growth of child care as a
competitive, profit-making industry and the unrestrained market domination of ABC.

The use of the words “child care” helped embed this idea of a “commodity” and
reveal the economic basis of the policy. To get more women into work, affordable
child care was required. The policy ignored the outcomes for the children
themselves by allowing governments to forget that young children require early
childhood education as well as care.

This was convenient, as Australians believe that “education” is not a business and
that it should be both free and universally available. Public policy settings that
disconnected education from care enabled both the commoditisation of child care as
well as governments avoiding having to fund early education. This is nowhere more
clearly demonstrated than in NSW where the Government funded 80% of the costs
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of preschool in 1989 and now funds around 20%. Of course it’s the parents who
have to pick up the gap.

It is unclear how Australian society has come to believe that government
responsibility to provide free universal education only starts at age 5 and ends at
18. Research tells us that quality education in the early years repays itself many
times over. However government policy (both State and Commonwealth) reveals it
is viewed as an optional extra, like tertiary education, and bizarrely, costs about as
much.

Market failure: a mismatch of supply, demand and market balance
The attempt to create a “market” in child care has failed in every important aspect.

Public policy settings framing child care as a “business” encouraged a competitive
market and therefore failed to regulate supply. Early childhood education and care
is partly education (in common with publicly-funded schools) and partly care (in
common with government-licensed aged care). In both of those sectors, supply and
standards are regulated through the twin mechanisms of government funding
subsidies and licensing.

The policy task is to ensure that all families have access to high quality, affordable
early childhood education and care. And because child care is a “local” issue this
means that the policy task is to ensure supply matches demand at the local level.

However, in early childhood education and care there has been a complete lack of
strategic planning. Instead it has been left to the “market”, where Government
subsidies have perversely encouraged competition and led to both under and
oversupply, while licensing has only regulated the minimum standards of centres,
not whether a centre was needed to meet the demand.

The intention of extending the CCB to private providers and removing the
Commonwealth recurrent funding to community-based long day care centre was
apparently to create a level playing field for child care operators. The field was
never going to be “level” as the aspirations of community-based and for profit
operators have entirely different drivers. As well, the creation of a “market” where
child care centres can be traded and ownership changed, is completely antithetical
stability for young children, which is recognised as one of the key components of
quality child care.

The rapid expansion of for-profit providers also led to a complete lack of balance in
the market. In October 2008 ABC held 28% of the long day care market in Australia
(Source: IbisWorld October 2008 Industry Report). In no other country in the world
does any provider hold more than 1% to 2%. For comparison, KU, which is the
largest not for profit provider of child care in Australia (including long day care and
preschools), held approximately 0.9% of the long day care market.
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In fact, the sector moved from one in which child care was largely provided by the
not for profit and local government sectors (clearly recognised as a “community
service”) to one where ABC controlled approximately a quarter of the market, the
small for profit providers about 50% and the not for profits and local government
another quarter.

The Profit Myth and its Legacy

The result of this uncontrolled market and proliferation of private providers in what
is essentially a community service leads us straight to the issue of profit. The idea
that child care must be profitable because it is government-subsidised is just as
absurd as saying that school education or aged care must make a profit because
they are government subsidised.

Profitability, as everywhere, is determined by the amount of income you receive
(from parent fees and government subsidies) minus the costs you incur. Because
child care is regulated, especially around the key cost drivers such as staffing, there
is only a certain amount you can do to reduce the costs without reducing quality. If
fees are too high, parents will not pay them, which automatically limits profit. And
no-one, no matter how efficient, can make a profit in places where parents cannot
afford the fees required to cover the gap between government subsidies and actual
costs.

In the not for profit sector, where every cent we earn is put back into improving the
quality and affordability of our centres, rather than into the pockets of shareholders,
it comes as no surprise that so many ABC centres are not profitable. We knew they
couldn’t be.

The not for profit sector has wondered for years about how they could claim to be
making such high levels of profit when we were unable to do so.

Child care centres that meet licensing requirements (such as staff to child ratios -
strictly, all the time - employ qualified, experienced staff, provide professional
development and programming, include and support children with additional needs
and provide high standard premises and equipment) find it difficult to make more
than a modest surplus even in wealthy areas where utilisation rates are high and
fees can be set to cover costs. In areas where parents cannot afford the fees
necessary to cover the costs of child care and utilisation is less predictable, not for
profit providers such as KU cross subsidise their services to keep quality high and
fees affordable.

In considering the profit myth and its legacy, it is instructive to consider two
examples.

The first is CFK, a NSW provider operating 43 centres that went into receivership
when a proposed sale of some of its centres to ABC for a reported $8m was unable
to be completed when ABC collapsed.
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An analysis of the operating figures for the 32 CFK centres placed on the market
(provided by the Receiver) shows that CFK was making a loss of at least $3 million
per annum. Only 6 of these centres covered the operating expenses (not including
CFK Head Office costs) in the last 2 years and 4 of these were centres that were
intended to be sold to ABC.

Some of the contributing factors to this seem to have been rental payments for
premises that were well in excess of the local market (eg $342,000 pa for a 90
place centre in Frenchs Forest, $110,000 pa for a 26 place centre in Pennant Hills)
and low utilisation rates. However even if utilisation could be increased and fees
raised, KU’s assessment is that most of these centres would not be viable.

It is difficult to escape the conclusion that, whatever business CFK was in, child care
was not its primary concern.

The second case study is the Government’'s own Defence Child Care Program
(DCCP).

The DCCP was first tendered out in 1998. KU won the tender and operated the 21
Defence Child Care Centres until 2005.

In 2005, ABC (with former Howard Government Minister Larry Anthony on the
Board and Sallyanne Atkinson as the Chair) convinced the Government that the
DCCP could be operated without a Government subsidy. This was despite the fact
that in every year of the DCCP prior to 2005, Defence had accepted that due to its
unusual requirements (centres on bases, flexibility to meet the needs of Defence
families, children attending for long days, and a high proportion of 0-2 year olds)
KU would need to be paid a subsidy in order to operate the centres without making
a loss. [The amount of the subsidy can be provided in confidence to the Committee,
as can a comparison of one Defence centre budget operated under special Defence
requirements and a budget for the “same” centre if it were operating in the nearby
community.]

The tender documents for 2005 duly included that the DCCP would have to be
operated without Government subsidy. KU knew that this was not possible and put
in a non-compliant tender. The tender was subsequently awarded to ABC Learning.

At the time of Larry Anthony’s appointment to the company's board, Labor's then
family spokeswoman, Tanya Plibersek, accused him of having a conflict of interest,
saying he would have "unparalleled access" to the Howard government with ABC
Learning Centres to be the big winners. Following the awarding of the tender to ABC
in 2005, questions were asked in the Senate Estimates Committee and a copy of the
extract from Hansard is attached to this Submission.

It is not surprising to KU that the Defence Centres were included by the Receiver
McGrathNicol in the ABC2 Group of centres deemed to be unviable.
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KU has recently responded to an Invitation from the Department of Defence to
submit a proposal regarding the Defence Centres which is on the same terms as the
2005 tender. KU remains of the view that these centres cannot be operated without
a subsidy and can provide further details in confidence to the Inquiry to
demonstrate why this is the case.

The financial impact of the ABC Learning collapse on the provision of child
care in Australia

The financial impact of the collapse of ABC will be felt mainly by those who had
invested in ABC shares, creditors such as banks and ABC employees who have (now
worthless) share options or have lost their jobs.

However there are some important financial benefits which will flow from this
shakeout in the child care sector.

The first is the inescapable realisation that the Emperor has no clothes: child care is
not a licence to print money and any profits on the scale being reported to be made
by ABC were not due to the provision of child care.

It is to be hoped that this knowledge will ensure that those going into child care in
the future do it as a community service and in full knowledge of the facts. Indeed,
as the Commonwealth and State governments implement the various reforms in
early childhood education and care (lower ratios, higher staff qualifications etc), the
ability for fees to cover costs will diminish, not improve.

Allied to this is a likely second benefit. For some time now, large organisations
wishing to provide work-based child care for their staff, have been questioning the
costs KU has indicated in tenders, and wanted to know why KU’s costs are
consistently higher than ABC’s. KU has lost a number of tenders to ABC because of
this (the Defence Child Care Program is a good example, but it applies to a number
of other companies).

Since the collapse of ABC we have started to see the beginnings of a distinct change
in attitude of the corporate sector to the costs of work-based child care, with a
much more realistic approach being taken. It is to be hoped that this will ensure
that not for profit organisations, which provide high quality child care, can once
again compete in the work-based child care market on a level playing field.

The third benefit is that it seems that the closure of some ABC, CFK and other
centres has reduced the oversupply in some areas. This is important because where
there is oversupply, the ulitisation level of every centre in that area is likely to fall
below the level needed to break even. When some centres close, and families move
to other nearby centres, the utilisation level for all of those remaining centres rises,
thus increasing their viability. KU has clearly seen this phenomenon is some of its
centres.
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The fourth benefit is that in future, transparent and ethical accounting practices will
be expected in the accounts of child care companies, making it harder for “profits”
to be inflated.

For example, ABC Learning had valued its child care licences at some $300m and
the new Auditors appointed by ABC prior to its collapse raised this as a major
concern.

KU and other not for profit providers have never included licences as asset values in
our financial reports. This is because child care licenses are personal and cannot be
sold or transferred. That is, if a centre is sold the new owner is required to apply for
a new licence. The fact that the centre was previously licenced is irrelevant to the
licensing authorities deciding whether or not the new owner will get one, and
accordingly licences have no monetary value.

As ABC Learning valued licences as assets, the value of the company would have
been overstated to value placed on those licences. Due to increased awareness of
this issue and scrutiny by Auditors it is to be hoped that this practice will have
ceased and the value of child care centres will be more realistically stated.

The social impact of the ABC Learning collapse on the provision of child
care in Australia

There is no doubt that the short term social impact has been severe on families.
Entrusting their child to a centre is a decision families make with much care, and
the experience of separation causes anxiety and emotional stress for both parents
and children. Relationships, between children and the centre staff, and between
staff and families, are at the heart of early childhood education and care. Once
these are established, the threat that they will be ended through the closure of the
centre, or the actual closure of the centre and the need to find a new one, has
undoubtedly caused much heartache and social disruption for many families.

In the longer term, the major concern in respect of social impact is the potential for
lack of access to child care in particular locations. This may occur where an ABC (or
other) centre, which has provided the only child care in a particular location, is
closed and/or is not purchased and reopened by another provider.

This is especially likely to affect country towns and lower socio-economic areas
where the closing ABC centres may be unviable and where, even if a
purchaser/operator is available, they may not be able to negotiate a suitable rental
arrangement, as has occurred in Coonabarabran with a former ABC centre. (This is
one of the 7 centres in country NSW which were sold by ABC to a related company
and which closed some months later, at short notice, leaving a number of country
towns such as Harden with no child care centre.)

In these cases the only way to ameliorate the social impact of having no access at
all to child care would be if the Government was prepared to subsidise its provision.
Failure to do so will impact on other government social agendas such as
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encouraging increased participation of women in the workforce and stimulating the
economy in country towns.

The industry impact of the ABC Learning collapse on the provision of child
care in Australia

In the longer term, the industry impact is likely to be marginally beneficial,
although, paradoxically, not as beneficial as it could have been. As stated earlier in
this submission, the provision of child care in Australia has become extremely
unbalanced, with a huge share of the market in the hands of one operator. Nothing
that is happening is likely to change this to any significant degree and, through lack
of action, the Commonwealth Government has failed to take advantage of this
major opportunity to rebalance the policy levers.

While it is no doubt a great relief to parents and staff of the 720 centres which now
comprise the ABC1 Group that the Receiver has deemed them to be viable, the only
real winners out of this are ABC1 Group (which the Receiver will be able to place on
the market as a profitable company which has had all its loss-making centres closed
or passed on the Receiver of the ABC2 Group) and the creditors, who may therefore
get their money back.

The losers are:

¢ the Australian taxpayer, who has essentially funded this outcome to the tune
of at least $56 million so far

¢ The Government, which has been left to try and deal with the ABC2 Group of
centres which Receivers McGrathNicol considered unviable

o the ABC parents who have lost, or may still lose, their child care or suffered
months of anxiety

e The children who may have suffered high staff turnover if they remained in
an ABC centre, distress if they changed centres and disruption as they are
sensitive to parent and staff stress and uncertainty

¢ the ABC staff who have lost or may lose their jobs

The really disappointing aspect is that the underlying policy positions which allowed
this to happen in the first place have still not been addressed.

While it is to be hoped that the sale of the 241 centres in the ABC2 Group will result
in many of these centres remaining open in the hands of not for profit providers
(thus rebalancing the market to some extent) the real likelihood is that the majority
of these centres will not be viable without a government subsidy. Prior to these
centres being placed on the market KU was on the public record as saying that in
our view it was likely that on average these centres were making a loss of around
$560,000 each per annum.
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[The financial data for these centres is not publicly available however, as the
government has made in excess of a $34 million investment in them, the Senate
Committee should require that this information be provided to it by the Receivers,
to understand the situation for themselves.]

There has been much speculation that while McGrathNicol considered that they were
unviable under the ABC operating model, these 241 centres may be viable under
another model such as a not for profit operation. Sadly this fails to recognise that
generally the not for profit model is more expensive than the ABC model due to
such things as the higher quality of care (including higher staff to child ratios and
better qualifications and experience) and the inclusion of children with additional
needs (such as children with a disability, children with Aboriginal and Torres Strait
Island heritages (ATSI), children from cultural and linguistically diverse backgrounds
(CALD), children at risk and children with challenging behaviours).

Not for profit organisations return any surpluses they generate into quality and
affordability, including keeping fees affordable for parents in disadvantaged areas —
but they can only do this if they can balance centres that require support with those
that can operate at a surplus. They are simply not able to absorb a group of
unviable centres without jeopardising their ongoing existence.

The only way the not for profit providers could offer to operate a group of unviable
ABC centres was if they could be packaged with a group of viable centres to offset
the ongoing losses. The opportunity to do this was lost when the Receivers were
allowed to carve up ABC Learning “vertically”, ie into “profitable” (720 centres in the
ABC1 Group), “not profitable” (241 centres in the ABC2 Group plus Defence
Centres) and “failed” (the 55 closed centres).

This closed off the opportunity to package “horizontally”, including both profitable
and not profitable centres. If this had been allowed, not for profit providers could,
and would, have offered to take on packages of centres under which not profitable
centres would have remained open and which would have been sustainable in the
long term without requiring government subsidies.

KU and other not for profit providers have been urging the Government to use the
ABC collapse as an opportunity to reset the policy levers to rebalance the provision
of child care in Australia. The CEOs of KU, SDN, UnitingCare Children’s Services and
Lady Gowrie NSW met with Maxine McKew and the Government Child Care Task
Force shortly after the collapse of ABC to present a written submission advocating
this approach, but it was not taken up and we fear that an important opportunity
has been missed.

KU is therefore of the view that, in the longer term, while there may be some
increase in the number of centres operated by not for profit providers:
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e There will still be one huge listed company dominating the market with
government subsidies being channelled to shareholders, who may not even
be in Australia

e Child care will still be seen as a commodity, to be bought and sold like a
hamburger, rather than as an essential community service.

This is a failed model and there is no guarantee at all that in a few years we won’t
be back in exactly the same place.

b. alternative options and models for the provision of child care;

Given the current state of child care provision in Australia and the fact that so much
of it is already operated by small for-profit providers, it is very difficult to radically
alter the model. However there is no doubt that the current model needs some
major rebalancing.

There are three issues which need to be considered in this context: what is the
“public policy” purpose of child care? Who should provide it? Should supply be
regulated? How it should be funded is also a key issue and this is considered under
(c) below.

Some suggestions as to the key elements of a rebalanced model are provided.
The “public policy” purpose of child care

One of the problems the child care sector faces is that its public policy purpose is
not clear.

As we have already seen, the use of the words “child care” diminishes the
importance of the educational aspects of caring for young children. This is
compounded by the acceptance of the idea (often unspoken) that “anyone can look
after children” and the consequent employment of low paid, low qualified staff.
While “teaching” in a primary school is accepted as a profession, teaching in a child
care centre is not.

In addition, the reference to child care as an “industry” also diminishes its value to
the community. For example, all other aspects of education (primary school,
secondary school, or university) are not referred to as an “industry” — why is early
childhood education and care? Early childhood education and care, including the
provision of long day care and preschool services, does not receive the status and
standing in the community it deserves and is not seen on the same level as other
sectors in the education profession (even though there is now a clear body of
research that highlights the importance of the early years for children as individuals
and in the longer term, society at large).

KU Submission to Page 12 of 26
Senate Inquiry into Child Care



As well, the policy that links the payment of CCB for more than 24 hours child care
per week to parents undertaking work, study or training clearly leaves child care (at
least from the Commonwealth Government’s viewpoint) resting on an economic
policy base rather than an educational, social capital or community service one.

The Rudd Government is moving towards greater professionalisation of the sector,
including qualifications for all child care workers and KU welcomes this. However it
is not sufficient. When we know from research that exposure to good quality early
childhood education and care is predictive of lower government costs in a range
areas such as education, health, welfare and corrective services later on, it may be
time to expand our thinking about the public policy purpose of child care.

KU would support a public policy position that: Every family is able to access
affordable, high quality early childhood education and care for their children.

If early childhood education and care is accepted as resting on a social capital,
rather than economic capital, public policy base, then it follows that it should also
be regulated in terms of demand and supply and should not be permitted to be
market driven. This is discussed further below.

Who should provide early childhood education and care?

In the context of the collapse of ABC Learning, there has been some debate about
whether there is any place for private, for-profit providers in the provision of early
childhood education and care.

KU believes that, just as there are private providers in the health, education and
aged care sectors, there is no intrinsic reason why small private providers should
not also operate child care centres, as long as they can meet the licensing and
accreditation requirements and offer high quality early education and care, with
professional, qualified, experienced staff.

However KU believes there is no place for large, corporatised providers (whether
listed or not) which provide dividends to shareholders and investors because of the
conflicting priorities involved.

On the one hand there is a requirement to provide quality early childhood education
and care with qualified, experienced staff, appropriate child-to-staff ratios, and
educational programs which extend children’s curiosity, development and learning.
On the other hand there is a need to make a profit and continually expand the size
of the business to meet shareholders and investors expectations for dividends and
capital growth.

The anecdotal evidence of what happened at ABC Learning clearly indicates that
when it came to whether children’s or shareholders’ interests were paramount, the
shareholders won.
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Interviews by KU of former staff of private providers, including ABC, reveal that in
some centres children were restricted as to the amount of paper they could use for
drawing (as little as half a sheet of A4 paper a day in one centre), that the food was
controlled down to the number of points of sandwiches a child could have, and staff
were sent home without pay for the day if the expected number of children failed to
turn up.

More telling is the (successful) attempt to get around licensing requirements with
regard to use of unqualified staff in NSW to fill positions requiring qualifications.

According to Pam Cahir of Early Childhood Australia (in a paper presented to a
Conference in November 2007) in 60% of services in NSW, the only State to
regulate for teachers in long day care centres, unqualified or poorly qualified people
have been deemed to be teachers. KU understands that (in 2008):

e There were some 300 DoCS exemptions given to centres which failed to meet
the Regulations and did not have a qualified teacher in centres with more
than 29 children

¢ NONE of these exemptions were for community-based centres

e Exemptions are granted when a service says it has tried and failed to recruit
a teacher — in such cases unqualified or TAFE qualified staff are “deemed” to
be teachers for the purposes of the Act.

e Some of these exemptions have lasted for more than 3 years

e A number of these centres are in metropolitan areas and are close to KU
centres that have been able to recruit teachers.

This of course helps explain why commercial centres are able to keep their costs
down — and why their quality is sometimes poor.

KU believes that regulators must be even-handed and impartial and should act on
such clear breaches of licensing, rather than just handing out exemptions. If the
community child care sector can do without exemptions, we think it’s not
unreasonable to expect the commercial sector to do so too.

KU believes that parents should have a choice of providers of early childhood
education and care (including not for profit, local government and small,
independent private providers) but that large corporatised providers (listed or
unlisted) should not be permitted to provide child care and all should be required to
meet the same standards.
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Should supply be regulated?

KU believes that it is essential for the Government to plan to ensure there are
sufficient child care places available to meet demand and to regulate the supply of
child care places that are eligible to receive CCB or CCTR.

The current policy levers encourage centres to be set up in areas where higher fees
can be charged (thus increasing the likelihood of viability). This demonstrably leads
to oversupply in some areas and, perversely, as oversupply increases, utilization
decreases and viability reduces. It also means that no-one is encouraged to provide
child care in areas where there is demand, but the demographics mean that fees
are unable to cover operating costs.

When the Commonwealth Government funded providers (rather than parents
through CCB) this used to be the case, but was ceased in the early 90s when the
market was freed up and for profit providers flooded in. It was quickly realised that
the consequence would be an oversupply in some areas and an attempt was made
to reintroduce the planning model. This was short-lived as so many new providers
had made financial commitments and started new centres based on the changed
policy settings that the process could not be reversed.

Local government, although aware of the uneven and, in some cases, excessive and
inappropriate expansion of child care centres is not permitted by State planning
laws to prevent services (of any type, not just child care) from being established.
State Government licensing authorities are also not permitted to refuse to grant a
licence on the basis that this would lead to oversupply in an area. This lack of power
in the face of obvious chaos in child care provision has frustrated other local
operators, local government and regulatory authorities alike.

However the child care market is now mature and there is no reason not to
reintroduce a planning model that only approves the payment of CCB in new centres
where demand can be demonstrated. The current model operating in aged care
centres could provide a policy rationale and framework for such a model in child
care.

Key elements of a “rebalanced” model

KU believes that the following changes are needed to the child care model operating
in Australia to restore balance in policy settings and preventing a collapse like ABC
occurring again:

= The view of child care as a commodity in an “industry” must be reframed
around the concept of early childhood education and care as a “community
service”

= The idea of child care as a profitable business (because it is subsidised by the

Government) needs to be refuted
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= Child care should not be permitted to be operated by large corporate
providers, who distribute profits to shareholders and investors, whether
publicly listed or not

= No single provider should be permitted to dominate the market

= Child care should primarily be delivered through a community-based model
(including not for profit, local government and small independent providers)
to ensure real access for all children regardless of ability, race, socioeconomic
status

= Supply of licensed places should be regulated through the twin mechanisms
of government funding subsidies and planning controls to ensure that:

0 Supply matches demand

o There is not oversupply in some areas (which makes centres unable to
achieve the utilisation rates required to be viable) or undersupply
(which means parents are unable to access affordable child care)

0 The provision of early childhood education is responsive to demand at
the local level and avoids ‘corrosive competition’ (ABC anecdotally
forced the closure of other providers through strategies such as
undercutting fees. This was a key factor in the growth of ABC and
underutilisation of many centres.)

= The Government should direct future additional support to the not-for-profit
sector who provide quality early childhood education and care for all children,
inclusive of children with additional needs, children living in disadvantage
(ATSI, CALD, socio economic and locational) and in areas of unmet demand.

c. the role of governments at all levels in:
i. funding for community, not-for-profit and independent
service providers,

There are only two places that funding for early childhood education and care can
come from: the government, and the parents.

The sector is already highly regulated, especially in terms of staff which is the key
driver of costs. In the not for profit sector typically around 80% of operating costs
are for staff. (At one stage ABC noted on their website their staff costs were around
56%. Apart from the issue of how it is possible to meet licensing ratios with such
low staff costs, it must be remembered that ABC rental structures also appear to
have been disproportionately high, thus affecting the percentage comparisons.)

Increased standards being imposed by governments in terms of staff to child ratios
and staff qualifications will only increase these costs, which are already unaffordable
for parents in lower socio economic areas, even with increased levels of CCB and
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CCTR. Child care fees are elastic up to a point, and then become completely
inelastic, ie parents are willing to pay fees within a range, but once it goes over that
level they simply don’t access child care.

Although the not for profit sector supports these reforms as they will increase the
quality of early childhood education and care, in KU we are increasingly having to
subsidise centres in disadvantaged areas through our Affordable Fees Program.

There is a very real concern that, in the future, child care will simply price itself out
of the market, and without additional funding, there is likely to come a time when
not for profit providers such as KU will cease to be able to operate long day care
centres in the very areas that need them most.

KU believes that in some areas we are close to reaching that point.

There has been recent media speculation that the Commonwealth Government is
considering reducing the staff to child ratio for the 0 — 2 years olds to 1:3. It is
currently 1:4 in Queensland and WA, and 1:5 in the other States with NSW and
Victoria announcing they will move to 1:4.

While KU supports the move to 1:4, if the move to 1:3 occurred without
Government funding (which could include the use of differential CCB) KU would
have no option but to reduce the number of babies in our services or to close some
services altogether.

If, as a policy position, the Government is committed to increasing the quality of
early childhood education and care though lower staff to child ratios, increased
educational qualifications for staff, as well as providing 2 days a week of affordable
preschool for every child in the year before school, then the Government is going to
have to provide support for the child care providers to implement these reforms.

In hospitals, in aged care and in every sector of education except for early childhood
education, it is accepted that the Government will provide at least some funding to
the providers, whether public, private or not for profit. And each of these is much
less regulated by Government and has greater control over their cost structures.

Any model of quality early childhood education and care in Australia is going to
require Government funding to be viable. Otherwise child care will become
accessible only by the wealthy and an increasing number of families will be forced to
opt for “backyard” illegal or inappropriate care situations, returning things to the
situation of the 1990s and earlier.

However this leads to necessary consideration of whether, as a matter of policy, it is
appropriate for private sector providers to make profits and distribute earnings to
shareholders when the parents using those services receive government subsidies,
ie, for the government to fund private profits. There is no doubt that the need to
factor in a profit margin is a considerable driver of costs as the CCB enables
providers to charge the highest level that parents can afford after CCB, rather than
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the lowest level including CCB. This was seen very clearly in June when ABC
increased its fees, in some instances by as much as 20%.

Not-for-profit providers seek to cover costs and make a surplus which is then
reinvested in the organisation to either provide additional services, improve quality
or to reduce fees through cross subsidisation. The fact the private providers choose
not to operate preschools (where there is no CCB) shows how important this is in
their profit equation.

This reinforces KU’s view that large corporatised providers that distribute earnings
(whether listed or not) should not be able to operate child care centres.

ii. consistent regulatory frameworks for child care across the
country,

iili. licensing requirements to operate child care centres,

iv. nationally-consistent training and qualification requirements
for child care workers, and

As the only large national provider other than ABC, KU is in a unigue position to
comment on these issues.

We are strongly of the view that there should be one national, consistent licensing
and regulatory framework of child care across Australia, including training and
qualification requirements for child care workers and teachers.

Early childhood education and care across Australia is a mass of complex and
differing systems which create a proliferation of Commonwealth and State
bureaucrats, red tape and additional costs for providers, and complexity and
uncertainty for parents as outlined below:

e States “licence” all forms of formal child care where parents are not present.
Informal care and care where parents are on the premises is not licensed, eg
supported playgroups, childcare in gyms etc.

e Licensing requirements for premises including assessment of suitability to hold a
licence, child to staff ratios, group sizes, policy and practice requirements,
“working with children” suitability, staff qualifications, and even the number and
configuration of toilets vary from State to State.

e As the licensee for KU, the CEO is required to undergo a different procedure in
each State to be approved. In addition to Police Checks and Working with
Children checks, in NSW, a form and referee reports are required; in Victoria a
test on the Regulations and an interview are needed; in Queensland a “Blue
Card” must be obtained.
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e Overlaid on top of State regulation is the Commonwealth accreditation for all
services which are “approved” for Child Care Benefit (CCB) and Child Care Tax
Rebate (CCTR). Accreditation standards and licensing standards are often
duplicated. Services go through the same check twice in respect of two different
systems when one check could cover both.

e Although the Commonwealth Accreditation system was originally set up to
measure quality it now tends to focus on compliance and whether policies exist,
rather than on the quality of the interactions, whether policies are actually being
implemented and whether quality education and care is actually being provided.

e The requirement for an educational program to be provided also varies. In some
States, such as Victoria, there is no requirement for an educational program to
be provided in long day care centres. In NSW, while the Department of
Community Services requires an educational framework to be used in both
preschools and long day care centres, the application of this varies according to
the level of qualification of the staff implementing the program. For example,
some staff may have a 2 year TAFE Diploma qualification and others may have a
3 or 4 year university Degree qualification.

e While the overlay of Commonwealth accreditation provides some coherence to
most forms of child care, the glaring anomaly is the preschool system. In NSW,
this is licensed (but not accredited), and therefore does not attract CCB and only
a small amount of CCTR, even though many women return to work when their
child starts preschool. Fees vary from nothing to full cost recovery depending on
State government policy. (In NSW, Department of Education and Training
Preschools fees vary from nil to up to $15 per day, while not for profit providers
such as KU must charge up to almost $50 per day to cover costs.) The way in
which services are funded for preschool also varies and includes subsidies to the
provider (NSW) and a “per eligible child/hours” reimbursement to the provider in
Victoria.

¢ The system can also lead to “double dipping”. For example, a 4 year old child in
a long day centre may attract Commonwealth support via CCB and CCTR. If the
same child is taken to a preschool during the day this may also be attracting
State government support to employ the teacher, at the same time.

e Parents are often bewildered as to the difference between preschool,
kindergarten and long day care and bemused by the variations in costs and
subsidies. There is no consistency between what is called a “preschool” or a
“kindergarten”, or what educational content can be expected in a long day care
centre between the States. Also the Commonwealth Accreditation system does
not cover preschools. This means that parents have no common yardstick for
assessing the quality of services and are often confused as to what they should
expect.
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e Providers, especially those operating in more than one State such as KU, have to
develop different policies, practices and training to cover their centres in
different States. This is expensive and time-consuming.

KU believes that there are a number of actions which could simplify early childhood
education and care provision and improve quality. These will require Commonwealth
and State Governments to work together to achieve. KU supports the
Commonwealth Government in the reforms it is already working to achieve in these
areas.

e Remove duplications and overlaps and standardise requirements.

The development of nationally consistent licensing standards and the removal of
duplications and overlaps between licensing and accreditation standards and
monitoring would improve transparency and save money for both providers and
regulators.

While one standard national system is our preference in the long term, in the
short term harmonised State systems would be a major improvement.

e Quality standards and their application need to be evidence and
outcomes based.

Considerable research exists regarding the components of quality early childhood
education and care. However the standards applied vary considerably from State
to State. In determining what standards should be applied, evidenced-based
research needs to be considered.

e Clearly differentiate accreditation from licensing.

Returning to the original 1980s concept of the difference between accreditation
and licensing would simplify the system and reduce duplication, overlaps and red
tape. Licensing should cover all basic standards and requirements, including
health, safety, ratios, qualifications etc, that are required to achieve a
“Satisfactory” rating for accreditation. Accreditation could then be undertaken
solely on how well the service meets standards that relate to quality as it could
be assumed that the service meets licensing requirements (therefore not
assessing these basic aspects again unless there were obvious breaches that
needed to be addressed).

However, it is equally important to ensure that in accrediting services in relation
to quality, the policies and practices are actually applied in the way staff work
with children and how the centre is managed. Having good documentation is not
sufficient - judging quality is both a qualitative and quantitative exercise.

It also needs to be ensured that centres have not just purchased a pre-written
high quality “policy set” from a supplier — accreditation must ensure that
services apply the philosophy, policy and practices that their documents set out
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and that they are providing a service that reflects the diversity of the community
in which they operate.

¢ Include preschools in accreditation

The investment of Commonwealth funding in the provision of universal
preschools provides a platform to require all services which attract
Commonwealth funding (either directly or via the States) to be accredited as
well as licensed. This would provide clarity and certainty of standards across
Australia and would enable parents to use the same “measuring stick” regardless
of service type. “Accredited Services” could be defined as different from
“approved services” if CCB and CCTR are not to be available to preschools.

¢ Introduce standard nomenclature.

There should be standard nomenclature as to what is a kindergarten, a preschool
and a long day care centre, whether an educational program with a qualified
teacher is required, and for what ages of children. This would assist in
establishing funding eligibility requirements as well as providing greater clarity
for families seeking early childhood education and care for their children.

e Introduce a national “working with children” check, standard
requirements as to who must hold clearance, and standard requirements
for Licensees across Australia

At present the requirements vary from State to State. It is possible for a worker
to be cleared to work with children in one State but not in another which can
pose a risk to children.

KU Board members located in NSW have to obtain a “Blue Card” for Queensland,
even though they live in NSW and never see a child in a centre, let alone one
interstate. Organisation staff who may oversee centres in more than one State,
have to hold the checks applicable in each State, as does the CEO. This is time-
consuming and expensive. A single system would benefit providers who operate
in several States, be transportable by those working in child care, be less
expensive for providers and be more transparent and provide better protection
for children at risk.

v. the collection, evaluation and publishing of reliable, up-to-
date data on casual and permanent child care vacancies;

A reliable up-to-date data base on casual and permanent child care vacancies is
desirable but in practice is very hard to achieve. Any data base depends on centres
providing accurate data regularly, however even if they do so, enrolments can
change so quickly that the data can be out of date in 24 hours or less.

While a national data base may appear sensible from a government perspective, for
parents it is not an issue, as the availability of child care is local issue for them.
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Vacancies in Rockhampton in Queensland, are of no use if you live in Werribee,
Victoria, and all the centres there are full.

Similarly, data on available places is open to misuse to distort policy responses. For
example, the previous Commonwealth Government Minister for Community
Services, Mal Brough, claimed that there was an oversupply of child care places.
While this may have been technically true, there was also in fact an undersupply in
many areas.

If data can be made reliable and be used as part of a planning system to ensure
that supply and demand at the local level are properly matched then it will be
valuable to collect and evaluate. This should be done at the national level.

d. the feasibility for establishing a national authority to oversee the
child care industry in Australia; and

KU believes that it is desirable to establish a national authority to oversee the child
care sector in Australia. The development, implementation, oversight and evaluation
of consistent standards, including the Early Years Learning Framework, licensing
standards, accreditation and assessment including quality ratings, as well as the
matching of demand and supply, demand a national approach.

However this will need to be set up in close consultation with State Governments,
who constitutionally retain responsibility for education as well as for child safety.

e. other related matters: Including children with additional needs

One of the great oversights of the early childhood education and care debate over
the past year, including in the Commonwealth Government’s Plan for Early
Childhood, is the complete failure to mention the inclusion of children with
additional needs. At present this is expensive and confusing for parents and for
providers, as funding for children with additional needs comes from a plethora of
State and Commonwealth sources, with different accountabilities and acquittal
requirements and in both calendar and financial years.

Currently the Commonwealth funds the Inclusion and Professional Support Program
(IPSP) which supports child care services to provide high-quality child care for all
children, including children with additional needs. This covers accredited services
eligible for CCB, which means that it does not cover preschools. The IPSP includes
the Inclusion Support Agency (ISA) (provision is contracted out to agencies
including KU for delivery) and the payment of the Inclusion Support Subsidy (ISS)
for the inclusion of children with high support needs (provision is contracted to KU
nationally).

Each State has a different system for supporting children with additional needs to
attend preschool. In NSW children with additional needs are supported by the NSW
Department of Community Services through the Supporting Children with Additional

KU Submission to Page 22 of 26
Senate Inquiry into Child Care



Needs scheme (SCAN). This creates a nightmare for parents as a child moving from
preschool to long day care (or vice versa) is assessed and funded under an entirely
different system by different people and funding for support may be more or less,
even though their needs remain the same. Further funding is then provided by the
Intervention Support Program (ISP) through the NSW Department of Education and
Training, which is also funded by FaHCSIA, with some additional funding available
through the NSW Department of Disability, Ageing and Home Care.

Additionally, there is little or no recognition and funding for children with high
medical support needs to attend early childhood services. These children require
close monitoring and a swift response by staff in life threatening situations, which
may require invasive medical procedures eg rectal valium for seizures or procedures
which require regular monitoring through blood tests and the administration of
medication, depending on results such as diabetes. This is staff intensive and highly
problematic for services to manage for that child on a daily basis, while maintaining
a duty of care to other children in the service without additional funding for staffing.
Again, the response to this growing area of need is fragmented, inconsistent and in
many cases, non existent.

KU estimates that it costs us approximately $200,000 per year just to administer
$1.66 million of funding provided to employ staff specifically to support the inclusion
of children with additional needs in our services. This money would be better spent
on service provision.

The funding provided by the ISS does not cover the actual costs of service provision
(at least in NSW). Services receive $15.61 per hour in NSW and are funded to
employ a support worker for up to 5 hours a day, with a maximum of 25 hours per
week. The actual cost of providing a support worker (under the KU Award) is a
minimum of $21.81 per day. In 2008 KU provided over $200,000 from its own
reserves to cover the ISS and SCAN shortfalls. This is not a sustainable position in
the longer term and is one reason why some small services avoid including children
with additional needs and why children with additional needs are disproportionately
represented in not for profit services.

KU believes that support for children with additional needs to attend mainstream
early childhood education and care services can and should be done better. We
recommend the following actions:

e Review the current support system for families with a child with
additional and/or high support needs to make it simpler, more
transparent and more humane.

Funding for children with additional needs is a labyrinth of programs which cause
confusion for families, additional costs for providers and can result in a child
receiving differing levels of support depending on where they live and whether
they attend preschool or long day care, instead of receiving the support they
need for inclusion. A review by State and Commonwealth governments to bring
some consistency of funding and support would be beneficial to children, support
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workers and providers and would free up funds which could be used to either
increase inclusion support or hold down costs.

¢ One agency to support and fund inclusion.

The Inclusion Support Program as part of the IPSP currently operates in every
State and Territory through the ISA. It provides a national approach, standards
and funding to include children with additional needs in all licensed early
childhood education and care services, except preschools. Extending this Agency
to cover preschools, though agreement with State and Territory governments,
would remove much of the duplication and administrative costs as well as being
far simpler for parents. This could be done relatively simply by the States and
Territories agreeing to contract support for inclusion of children with additional
needs in preschools to the ISA, rather than providing separate systems. While it
would be preferable for this to be done on a uniform basis, if some States wished
to provide additional inclusion services, these could be contracted separately to
the ISA.

e Ensure sufficient funding for the I1SA program

While organisations currently contracted as ISAs have recently signed a new
Funding Agreement there has been no significant increase in funding for this
Program from the previous 3 year period. During that time, not only have costs
increased but, most significantly, the number of services we are now required to
support has increased dramatically.

The lack of a concomitant increase in funding means both a reduction in staff
numbers while (in theory) requiring each Inclusion Support Facilitator to support
about 60% more services in some cases. This is clearly not achievable so KU,
SDN and Lady Gowrie in NSW have raised these matters with both the
Parliamentary Secretary for Early Education and Care, Maxine McKew and with
DEEWR.

We have been advised that the funding amount cannot be changed but some
flexibility in work practices may be allowed. In practice this means we will be
‘allowed’ to work more slowly which will only delay child care services getting
funding to support the enrolment of children with high support needs.

The end result of the ‘flexibility’ we have been offered will be a reduction in
service delivery to children with disabilities, and an increase in complaints from
services.

¢ Ensure sufficient funding for the FSF

At the same time, funding for Flexible Support Funding (FSF — time limited
funding for children with high support needs, administered regionally by the
ISAS) is also unable to meet demand. For example in the Gosford-Wyong Region,
the KU ISA has already (at 27 January) committed almost the total amount of
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FSF allocation for the January to June 2009 funding period and currently has
another 4 applications waiting to be approved. This has happened for a range of
reasons which include:

o0 Child care services are now more aware of FSF and are making use of it to
include children

o It has been busy in the Vacation Care period and FSF is often the most
appropriate form of funding for children attending intermittently

o Children who may have been at one service are now starting at another
service and require FSF in the new care environment (this is happening in
most of the KU regions where there are ABC/CFK services)

This region experiences a disproportionately high demand for both ISS and FSF
due to the high number of children living in the region who have ongoing high
support needs and are seeking to access eligible child care services. There is
already a Waiting List of more than 100 ISS applications in this region, pending
available funds, and this List commenced in August 2008. Both services and
families are becoming increasingly unhappy about this situation and are now
beginning to approach their local Member and to also contact the Department
with their concerns.

e Ensure the amount provided though ISS for support actually covers the
cost of that support.

In NSW Award rates are higher than in some other States yet the rate for
support workers of $15.61 is set nationally. Providing a scheme that actually
covers the real cost of support would assist more services in including children
with additional needs.

While the ISS funding is described by the Commonwealth Government as a
“contribution” to supporting the inclusion of children with high support needs in
mainstream child care services, the reality is that all costs of child care have to
be paid for either by parents or the Government. Where the cost of support is
higher than the subsidy provided by the Government there are only 3 options
available to providers:

o0 Charge the parents of the child the cost directly, which they may not be
able to afford and may cause them to withdraw the child

0 Amortise the cost across all fees charged in every centre, which KU
currently does, but which is becoming increasingly unsustainable due to
the rising costs of child care, and is not an option for small operators

o0 Cease accepting children with additional needs, which many smaller
operators have no choice but to do.
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¢ Make the ISS rules more flexible.

Allow working families to use their maximum 25 hours of support per week by
tailoring it to meet their needs rather than a fixed 5 hours per day, eg they could
do 3 days with 8 hours support per day. For many parents, 5 hours support is
not sufficient for a parent to return to work on a part-time basis, whereas 8
hours would be.

This is a low cost option and could be administered through the existing ISS
program. Any increased costs would come from families using more hours
(because of increased convenience) and the possibility of centres being able to
include more children with additional needs (both desirable outcomes

End of Submission
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Ms Stodullin—Over the pas: couple of years wa have been Very aware of the atrbers of children in tha
child-care age gronp—nought to five. We have about 15,000 dependants of ADF membexs in the neaghi-to-
five age grovp, and with our 19 pentres wo have been able to assist only about 1,000 children of ADF msmbers
pationally in the child-care program. So for 3 couple of yoars we have been Jooking at other ways that wo
could facilimts increased access fo child cate, knowlngﬂunhntisanimpmﬁfutylc fsgue for Defance
fariilies, ;

We startad tslking With the child-¢axe industry and experts in other departments about 18 months ago and
have boen through 8 tWo-atege procwrement process over the last 12 months. We have davaloped a new service
ddivuymde!msimdawmﬁwﬂhmc-bmning Centres.

Senator MARK BISEOP—Withou going to commercisldn-cenfidence issues, what doms the new
coptyact with ABC provide? : :

Achalsaguingmmbu&on:dpiﬁemﬂpmmmmfamaoﬁnmmwmmof
phusnvdbblembd’mccﬁniﬁasnﬁonlﬂm . ing.
b of Defence Suwilics vse ABC mesaﬂhsmm.andwhmwehawﬁguiﬁcmwof
DcfenoafmﬂieshmmuwwmlmknmmmbﬁshEmmmpMMsutmmm
alsohopsﬁ:ﬂyachiweoﬂmbeneﬂuﬂhesdaxywiﬁmaswamublemmhimatourmfemeaﬁl&am
: ey ‘
MrMKBMOMymMWMuWMmmMmﬁmmMM' .
Ms&odﬂh—Yu.Wchwgm&om'abuﬂd,owmopmmdwﬁrﬁammmmoomuﬁng
mmmmgwwmhavsmwammﬁdmvidwmwﬂlmmﬂmuoentresfct
mmdwmmmkonudgﬁﬁmﬁpmimyomhmafmhnd‘mm&

Senator MARK BYSHOP--T will come to the expansion.

Senator HOGGE—Does this mnwveﬁncepmmmywuhawﬂomﬁondmwmekownkm
mha'thmn!a:qrtothﬁrworh—dmymybcsepmudbyzowsomomwwoﬂdbomamainaﬁm’
mswmem@m&:@dem?

M3 Stodulks—¥ is an intefesting poimvemue’somefoﬁurﬁdﬁufme—hdma,u,m,fm,ehﬂdpi
care centres locared close to Work aed same families have indicated a prefivence for child-care centres located
close to where their residence: i5. ﬁommﬂwbeﬁcvewwinheabhtomﬁmamto
cerares both near the Deflente location and neas the heme loeation, and potentially ca soute a3 well, So we 3te
wying to give peopls choloe. : : N,

Senztor HOGG—Yau will not be forced into buying a Block of places at & numbax of specific cenmwes. .
sy well be something you can epread across the whols contingam, -

- MsStnanka;—-Wearenoﬂoohnzubwingphmaml. . _
© Seaator HOGG-] am putting that in inverted ~regecving places, giving pedple the opportuzity to
access a faclity where they might atherwice not have the oppectunity:
mswdﬂh—'rba_tiarimWemalmyslooldnznmymdprovidaehoicebmusapepplahwevuy
differons prefarences for how they Wankto mEnage. .
Senator HOGG—Whea weuld this operate fiem?
M Stodulka=From 2 July.. '
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Senator MARK BISHOP—Whea wes the decision made fo shit away fom fho pre-siting model o2
newW corparats wmodel? o

Msscndunu-lzuessmadedﬁmmmthurmcmkﬁmofthemdningwm but certainly fora
peried of at loast 18 months we have been loeling at different modele snd benclmarking against what other
wganisations have done and what is happening oversens and seeing if we camaot develop a more respousive

Senator MARK BISHOP-—Whes did the tender prooess conclude?
M Stodulka—On 21t April this yeat
Senator MARK. BISHOP—When ¢id the tender proness opex? ‘

‘Ms Stodallce—We ran a two-ptage proourement process. In Angust tha request for proposals went cut to the
indnseey and then on 17 Deccmber the request for tender was relessed '

" Senstor MARK BISHOP—How many of tho then existiag 18 or 19 long day eape service povidets did
0ot submit tenders or bad thadr enders rejected? ‘ '
* ‘Ms Stodulle—Ths 19 centres thut Defence kag are managed by one contract, KU Children’s Services,

Scnnfor MARK BISHOP—They submicted a tender. ,

M3 Stodulla—Yes. _

Senator MARK BISHORTheir tender was found to be not as good s the preferred model.

ﬁem mNmmﬂWMqﬂwdeﬁ:wamymimmwmm
edsed 25 favourably. : . . : T _

Senater MARK BISHOP—Have XU Childven's Services lodged any complaint or objection with the

- department post the contract heing awarded to ABC Learning Ceatreg?

Ms Stodulka—No complatot o objection but coviously they are very disappointed to Jose the comract.
They have baen & vercific provider of that management service for us under the ald gervice delivery model.
cmmmmm'wwmmmmpmmnmmmwu
wansition to the new contract suocessfully.

Senstor MARK BISHOP--Who unde the decision? Was 3 committes estabiished?

Ms Stodolka—TYes, o F

fenator MARK BISHOP-=Who wis oh that committes? .

msmm—:mmwmmmmm-emmmwmm:mm
a divector frowm the chief Snance offics und ons fram the corporate services snd infastmcture group.

- Sepator MARK BISHOP—Tf waa 8 umanimous deolsion.
Ms Stodulka—Yes. We also had independens probity sign off on the sitire two-7ege process.
Senator MARK BISHOR—Wha did the independent problty?

mmm—amnawsmvmm

SmtorMARKBISHOB—Wh;rdldymaeelhenudtoguanindupendmpmbiryohwkfwamhﬂvdy

Ms Stodulika—We wets looking to change the system. We were locking to engure that there cowld be no
donbt in exybody’s mind about e faimess nfthcprmﬁmmm.“rewmwndnemlookmm
commnnity providess, not-for-profit providers and commential provides cauld provids to us, It enyured that
:hepmmthnmmcawmypmidpl.uinfhtpmmﬁk,mmmdnﬂnbhtobaqueﬂiouad. _

Senateyr MARK BISHOP—Why would there be cammmity imvolvement if there was only ons other
company a & competitive tendster? Thero were only two; KU Children's Services and—

M Stadalika—Thers witee four tenderars. 4 _

Senator MARK, RISHOP~Wha: wes the nature of the ather two tepdereca?

M3 Stodulka—The other two weze for-profit providers 2 well.

Senator MARK BISHOP—So you had three fop-profit—

Ma Scodulka—and ooe notfor profir and 0o community based.
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Serator MARK BXSHOP—No commnity tenderers applied. This new contrazt spplies %0 ca-base child--
oaxe fuoilizes, doesn’tit? - _ : S - :
’ ﬁ M:Stodulh——Ya,malquthéIDDmmﬂmmmsmofwﬁchmmbmudsomof

samrMARHBMOMmmnlknboudeplmdmnhmin&mMMmmminmif ‘
theris how you prosoimes it : .

Gen Cosgrwo—l*pvﬂlbnb‘lewtﬂkabouttbis.lmighm

Souator MARK BISHOP--Has ths ADF bagard assessmeat tesm nished Jocatng aud mapping the risk
proas for deplated wranium over there in the provines?

Gen. Cosgrove—In arder to cbtein g better understanding of the environmentsl risks, which wncluded
meauMmmmmmmmdmwddm&ndm
quality eed these will canrizue to be monitored during the sourse of the deplayment To date, the hoalth
assessment teaxn has not detected harmiil quentities of depleted wranium. The risk of cxposure semains low. I
could. go on with other issues to do with this, They 8id their job, they bave pet found harnaful lovels but will
conthme to moziter.

Senator MARK BYSHOP-—So they have found soms sources of DU, bus it is not identified s being of &
hammful Tevel, : .

Gon. Cosgrove—My note tiays they have not datected harmitl quantitles. R 13 expeessad, if you like, in the
negative abong bacnul quaatitios, and It doss not 5oy that they have nosfound oy o

' Senator MARK BISHOP-—Ths presumption being that they have found some, but itis not harmful,

Gem. Cosgrove—Yea. You might assume that; I cannat say n0. _ :

'Serator MARK BISEOP-—Air Vice Marskal, do you know anything o that? ;

Alr Vice Maribal Anstin--AJl I can s6y ia that the assessment teaxm wero gpecifically roquested to look at
depluted wranivm risks hdmn&oydophﬂdiﬂo_ﬁa%dﬂesmmnfopmﬁmmhfmm&mm
backmmismcﬂyasomﬁneﬂbymﬁmody&hgl'mmhmtpiwmhuﬂvduf&eumfha:
wreoks of military vekioles that had beon daraged by depleted uranium were jdentiflad and had been removed
wﬂawﬂm%mmewmﬂemmmhﬂdﬂummmtmuwhmﬂum
tearn ig that dopleted uraniion does net represent & tiweat € our personne! in that ares,

Semator MARK BISHOR —Has that information you bave just relayed been disseminated to all ADF
merbers evrrently in Al Muthanng? _ .

Alr Viea Marshal Austio—My undocstanding i that the assessment team did belef the genfor exscutives st
" the oamp befove they daparwd from the Middle East However, they are in the process of completing their
formal report as 'we speak pnd gening the samples analysed tiiax they Eave brought back from the Middle Egst,

SemmrMmﬂor~hwwhwmmtwmmmsbmwsminrpaoplew
there have beea briefed but the operationsl poople have not been briefed,

Gen. Cosgrove—We 8o niot know shat, I thik if we ook that o ptice, we conld provide you withran——

answar 1 gay Whethee all ranis have been given that gort of fnformation. , _

mrmnmmbmmmwmmmdmmmmrmm@mf
mmof&nmwwwmhuthwﬂlpmmdmmﬁeWME
ifmoou!dyaundﬁsawhsnitmdmmdwoﬁdatsumynfﬁahfmm&mwwﬁsmm

"Glen, Cosgrove—Cextainky. - : : 2

Senstor MARK BISHOP-—Were sl members of the hazard asssssment teaxn towted pricr to their
deployment to Al Mathanna? . J

Afr 'Vice Marshal Anstin—] would seek clarification: netedmmmy?

Senator MARK BISEOR—Tesad for any levels of prior exposure.

AkWeMtrMAuMo.mhawdmmmmftnmmbmwm not tested for exposure 1o
depleted wranivm prior to leeving Australia. That would not serve any pwpose because as pact of € pormal
duties they would got bave been exposed w urznium or depleted uranium; therefore, we would tessomably
expect that the resnits would bs negative. : ‘ _
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