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Executive summary

About thisreport

Improving access ihildcare is a topical policy isssgurred by recent research describing thany
areas of Australia that are sufferimgdK A f R O NBA p¥oBesnangihNtie &xidpolicy response
to this issue is aassumption thabne suite of solutions will solve the issuenpactinghildcare
availabilityfor all communities.

Rural communitiesre differentiated from more populous areagthe smaller numbersf people

seeking childcard:ailure of these communities to meet a critical nefsfemandmakesrunning

childcareless profitable @nsequentlyit is difficult to attract commercial opators to provide

childcarein these communitiest KA & WIiKAY YIN]J SGIQ LINRof.SY A& | O2YY

On some occasions Local Government Authoriti€s/& ¥have stepped in to address this market
failure, but thishas comeat a cost Delivering hildcare involves paying to subside the service and take
on business risk.URal shiresalsohavea smallercapacity to meethis additional cost compared to
populousmunicipalitiesas they have a smallesite base.

While this report and its cost benefitaysisonly encompasthe Gannawarra, Buloke and Loddon

Shiresthe findingsarecertainly relevanacrosd f £ WwWavYl ff NHNIf (26yaQs & R
Monash Model (20197 map visualisindpese small rural townss per the Modified MonadWlodel, is

provided in Appendix.A

Problems faced and benefits envisaged

The rural areas of Loddon Mallee are underserved by early childhood education & childcare (ECEC)
services. This reflects the significant problems in operating a rialde@vice vigy, stemming from:

Additional dfficulties in attracting and retaining early childhood educators in rural aozagared
to urbanareas

Inflexibilities in the disjointed regulatory and funding systems for Childcare (Commonwealth) and
Kindergarten (Stateand

Population dispersah rural areasndelevated rates afociceconomic disadvantage

If these problems can be effectively addressed, significant benefits will be generated in terms of
improved

Resilience educational and social development of rafzldren

Long term viability for rural service providers

Gender equity, workforce participation and sustainability of rural communities.
Government policy support

Theseenvisagedenefits are prioritised by the newly elected Albanese GovernmenAOPéational
Platform(2021)aims to:

SGS ECONOMICS AND PLANENWELING EARLY CHILDHEDQIZATION & CHILDCARE IN RURAL AREAS 5
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Deliver affordable, quality childcare and before and after school care, and will consider changes to
tax, superannuation, work and industmyangements to support this.

FurtherCommonwealttpolicy support is provided in thidational Workforce Strategy (2022)and
thebl GA2Yy It / KAt RNBYQa 9RdzQ02f)A 2y 39 /I NB 22N] F2NDOS

The Andrews Government prioritisiee envisaged benefits the Department of Education &

¢ NJ A ptlatédgic®En 2022025and itsGender Equality Action Plan 262025 along withthe

Regional Economic Development Stratedgegloped by the Department of Jobs, Precincts & Regions
for the Loddon Campaspe andM £ SS NBXE3IA2y Q& NBALISOGAGSt e

Direct local government policy support is provided in each of theY Y dzy” A (dévelapédiby/tiiea
Buloke, Gannawarra and Loddon Shires.

Proposed interventions

The proposed interventions to overcome the problems faced inutta areas of Loddon Mallee are
grouped under four banners:

Incentivise rural staff accreditation and retention
Provide medium term assurance of rural service availability & reliability
Harmonise regulation and funding streams across government, and
Flexilly operate and price rural service delivery government.
The table below lists off each of the specific interventions, along with their respective funding sources

and the anticipated cost of the interventioagplied in the Buloke, Gannawarra and LoddoreStwer
alOyear period

Incentivise rural staff accreditation aretention

A) Improve wages and conditions for rural educéators Commonwealth 34.5 252

B) Financially incentivise rural staff accreditation & retention Commonwealth 0.9 0.6

Provide medium term assurance of rural service availabiligjiability

C) Fund rural servideadership& administration Commonwealth 0.5 04

Fund rural service facilities maintenahte CouncilsOperators 0.3 0.2
D)Coordinate 8’34 KI NER aSNWAOSQ Y2RS¢ Councils Operators 0.3 03
delivery”

E) Build confidence in the availability and reliability of rural settice Councils/ Operators Included in D Included in D

SGS ECONOMICS AND PLANENWELING EARLY CHILDHEDQIZATION & CHILDCARE IN RURAL AREAS 6



OFFICIAL

Harmonisaegulation and funding streams across government
F) Pilot the flexible application of rural staffing and building regulat NA NA

Flexibly operate and price rural service delivery government

G) Improve the rate and flexibility of rural community access to CC Commonwealth Inc.inA, B &(
H) Facilitate rural access to Additional CCS faskathildren Commonwealth 13
1) Develop integrated early childhood facilitiepriiority rural State 9.0
locations'
Commonwealth 37.2
State 9.0

Total incremental cost
CouncilsOperators 0.6

Total 46.8

Source: SGS Economics & Plan0g2.
Notes:

NA

09

9.0

27.2

9.0

05

36.7

This tablerepresensthe 10year cost of the proposed interventions applied in the Buloke, Gannawarra and Loddon Sbilg8i1g

the proposed interventions across all equivalent areas would result in proportionately higher costs.

*Intervention A) was calculated as the 25% increiasgages of existing childcare staff in the three shires, as well as the total wages
paid to all new staff required to meet the increased takeof childcare. This number of new staff was calculated in line with the

ACQA educator to child ratios.

**Some wral councils are reluctant to step into the funding/ delivery of childcare servitesse interventions do not suggest that

councils actually run the services but play a coordination role where necessary.
The costs associated with D) and I) are inadiirethe first 2 years of investment.

The proposed interventiaswould requirethe Commonwealth tincrease the Childcare Subsidy (CCS)

by 9% in the rural areas of Buloke, Gannawarra and Loddon to:

Improve wages, conditions, accreditation and retentiongatieearly childhood educators, and

Fundcore functions ofural ECEGervices like leadershipandadmiristration

The Commonwealth is also being asked taol fudditional CCS paymend disadvantaged families/
children at risk given the goalmfintaining disadvantaged child enrolment rates across the Loddon

Mallee as overall enrolment numbers increase.

The Victorian Government is being asked to fund the developmément childcare/ kindergarten

facilities, preferably collocated with primaghools, in targeted rural locations.

Local governmentand/ or childcare operatorsre being asked to fund tlmordination2 ¥
servicsQ Y2 RSt T2 ECEGehicé deliveryNwhicHwdl &lso:

Implement a campaign to promote the incredsevailability reliably & CEGervices

SGS ECONOMICS AND PLANENWELING EARLY CHILDHEDQIZATION & CHILDCARE IN RURAL AREAS
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Pilot the flexible application of rural staffing and building regulatishere service quality and
child health and safety be guaranteeahd

Providerural ECE®acilities maintenanceervices.

Costbenefit analysis

The cost benefit analysis of the proposed interventions assesses if net community welfare gains are
generated by implementing the proposed interventions described above.

The cost benefit analysis has:
Estimated unmet demand levels forHEServices across Buloke, Gannawarra and Loddon Shires

Costed the servicing of this unmet demand, based on existing service delivery costs in Gannawarra,
and assuming an optimal delivery model of integrateCEs@ntrebased services is offered, and

Escalatd existing service delivery costs to account for each of the specific interventions proposed.

These costs are then compared with the benefits of servicing unmet demand. These benefits are well
backed with research evidence and include the improved:

Educaion outcomes of rural children that attetCEGervices

Workforce participation and earnings enjoyed by freed up carers of rural children
Profits generated by rural business that employ the expanded rural workforce
Reduced disadvantage for at risk rutaldren that participate ilc CEGervices.

The costs and benefits have been estimated over a 10 year period, commencing 2023, with future
streams of costs and benefits being expressed in present day values using prescribed discount rates.

The summary restsl are tabulatedelow. They show that the benefit$70.1M) generated by the
proposed interventions outweigh the cos#&2.8M generated a:

Net PresentValue (NPV) ¢§17.3Mand
Benefit Cost Rati(BCRdf 1.3.

The sensitivity analysis suggest that theseilts are relatively robust when changes are made to the
underlying assumptions.

The cost benefit analysis shows that implementing the proposed interventions will increase
economic welfare levels in the rural areas of the Loddon Mallee; meanipgoihesed
interventions are worthy investments for government.

SGS ECONOMICS AND PLANENWELING EARLY CHILDHEDQIZATION & CHILDCARE IN RURAL AREAS 8
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TABLE COST BENEFIT ANALYSIS RESULTS

Total Value Present Value
($million) ($million)

Commonwealtlgovernment costs 37.2 27.2
Victorian government costs 9.0 9.0
Local governmeritOperatorcosts 0.6 0.5
RuralECEQ@ser costs 222 16.2
Total incremental costg$million) 68.9 52.8
Rural child education benefits 6.1 4.5
Rural career income gains 63.5 46.3
Rural business profit gains 26.4 19.3
Ruralreduced social disadvantage benefits 0.1 0.1
Total incremental benefitg$million) 96.2 70.1
Net benefits ($million) 27.3 17.3
Benefit Cost Ratio (BCR) 1.4 1.3

Source: SGS Economics & Planri2082.

Note: This table represents the costs and benefitisen the interventions are applied in tiguloke, Gannawarra and Loddon Shires
*Some rural councils are reluctant to step into the funding/ delivery of childcare services. These interventions do rsitthagge
councils actually run the services but play a coordination role where necessary.

SGS ECONOMICS AND PLANENWBLING EARLY CHILDHEDDIZATION & CHILDCARE IN RURAL AREAS 9
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1. Introduction

1.1 Project background

Consultation with a range of Loddon Mallee organisations has identified a priority need for early
childhoodeducation and childcaf€CEQR Sy NA OK OKAf RNByQa RS@St 2LIVSyi:
address disadvantage, and to address critical regional workforce shortages by allowing parents to

return to work.

Providing early years education in rural areas is highly problematic in a cpoifgxenvironment.

Market failure has forced local governments to intervene and determine models of service delivery that
can work in rural areas. For example, in 2021 Loddon Shire assessed three options but they all required
advocacy to make changes totdrian and Federal policy settings.

Forseveralyears the Victorian Governmertiasendorseal 15 hours of kindergarteper week for 4
yearolds Recently, this commitment has been expanded to ind&deours per week f@-yearolds
Whilerural areawill certainlybenefiting from this policy support of kindergartehildcare is not
provided with the same level of supparid is largely left to the market via private or fpyofit
providers.

The benefits of early years education ahddcare and need for advocacy is clear. A range of
interventions are needed to address the challenges and realise the regional benefits for the Loddon
Mallee regionWhile thisreport is focused oimproving childcareesvicedelivery, it is impossibl®t
disassociate childcare from kindergarten, particularly in rural areas. As such, this report examines the
ECEC system holistically.

1.2  Project brief

SGS has interviewed and held workshops with key regional stakeholders in Loddon Mallee to:

Outline the logidor making government interventions that will support early childhood education
in rural areas

Identify and develop discrete government intervention options
Establish the preferred solution (suite of government intervention options), and

Undertake aost kenefit analysis of implementing this preferred mix of intervention options.

1.3 Report structure

This report has been structured as follows:

Section Zommences the case for change by providing a project context, and identifying and
evidencing the problems egpenced by rural areas in delivering early childhood education and
childcare (ECEC) services.

SGS ECONOMICS AND PLANENWELING EARLY CHILDHEDQIZATION & CHILDCARE IN RURAL AREAS 10
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Section 3 then describes the benefitat will be generated should these problems be effectively
addressed, anow generating these benefits align with thetsthpolicy priorities o€ommonwealth,
Victorian andocalgovernments.

Sectiord develops the proposed interventigrenabling their rollout to be costed across the
Gannawarra, Loddon and Buloke Shires, and potentially further afield.

Sectionb presents aigh levekost benefit analysis of implementing these interventions, contrasting
delivery costs with the social and economic benefits generated.

SGS ECONOMICS AND PLANENWELING EARLY CHILDHEDQIZATION & CHILDCARE IN RURAL AREAS 11
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2. Case for change

This sectiocommences the case for change by providing a praentext and

identifying ard evidencing the problems experienced by rural areas in delivering ECEC

services

2.1 Context

LoddonMallee (LoddonGannawarra & Buloke Shires)

FIGURE LODDON MALLEE

Ji,

Campaspe

Bendigo
Central  Mount
(Goldfields Alexander

Macedon
Ranges

The Loddon Mallee region is in the nerth
western corner of Victoria. It encompasses ten
municipalities including the three centshires
that form the focus of this reparLoddon,
Gannawarra and Bulolghires

ABS2017) census data show population in
theseshires has beestagnant or declining and
is forecast to continue decliningptil 2036 This
compares with the steadyrowth forecastin
surrounding areas and regional Victariare
generally except for Swan H{DJR, 2022.

Moreover, vhile somerural areashave
experienced record growth durirnige Covid19
pandemigthe latest AB$2021)estimates show
unchanged trends the Loddon, Gannawarra
and Buloke Shires.

This ongoing decline has ramificationstlfar relevant rural communitiesas the reducing populatibn
workforcebasewill adverselympact their ability to provide necessary services and amerfilitker
threatening thé ongoingsustainabilityasrural communities.

Indeed the Services for Rural Liveability report

- Confirmed the close relationship between service provision, liveability and population

attraction and retention.

- Highlighted the prospect of furthésolationof population and services if a minimum level of
servi@ provision is not maintained in smaller towns and rural areas.

1 Urban Enterprise (2019), Services for Rural Liveability: Summary Regmottfor Rural Councils Victoria.

SGS ECONOMICS AND PLANENWBLING EARLY CHILDHEDDIZATION & CHILDCARE IN RURAL AREAS 12
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¢KS fF01 2F LRLMzZ FGA2y RSyaiaide Ay [2RR2y alffSS

C

has led tahe marke®Q f@ilureto provide demanded serviceb KA & A 334 dzSAaRFARIKA QP2 YV RY

LINPOEfSY | ONR&AA ! dzZa0NFEAl Q& NHzNI f | NBlFao

Early Childhood Education and Childcare (ECEC)
ECEGervices operating across Victdrialude:
Centrebasedcare at an Early Learning Centre (ELC), including:
Long day care (provides-dly or paritime care for children from birth to school age)
Occasional care (short sessions)

3- and 4yearold kindegarten(Statefundedprograms are provided at ELCs ostandalone
kindergarters)

Outsideschoolhours care (before, after school and holiday careliddren aged between-52)

Family dagare(based inaS RdzOl 1 2 NRa K2YS gAGK | @SNE aYlff

In-homecared Y I yy & 2NJ Fdz LI ANJ 6AGKAY | LI NBydQa

Family day care and-imome careare not considered in thisusiness case, as they ammnsidered to be
residual elements of the system of ECEC seplésssprone to effective coordination at a regional
level.

The ECEC services offered across the Shires of Gannawarra, Loddon aridcBidekbe following:

Buloke Shire Young Men<ghristian Charlton & District Kindergarten 34
Council Associatiorof Ballarat
Inc Birchip Early Learning Centre 50
Wycheproof Preschool Play Centre 34
Sea Lake Kindergarten 30
Gannawarra Shire Gannawarra Shire Cohuna & DistridPreschool Centre 30
Council Council
Leitchville Preschool Play Centre 33
Koondrook Preschool 17
Gannawarra Shire Children's Centre 133
Loddon Shire Loddon Shire Council Boort Preschool 26
Council
Inglewood Kindergarten 26
Wedderburn Preschool 30

SGS ECONOMICS AND PLANENWELING EARLY CHILDHEDQIZATION & CHILDCARE IN RURAL AREAS 13
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LGA

Service Name

Provider Number of Approved

Places

Dingee Preschool 21

Pyramid Hill Preschool 24

Source: ACEQUA Regig#0n22)

2.2 Investment logic map

The overall logic for thECE@rogramis summarised in the investment logic map below
FIGURR LODDON MALLEE ECIROGRAMNVESTMENT LOGIC MAP

BENEFIT SOLUTION

PROBLEM )

D RESPONSE p

4 N\

An inability to attract
& retain experienced
staff compromises
the reliability of rural
service delivery

-
Improved resilience,
educational & social
development of rural
children

KPI 1: Rural staff #s
KPI1 2: AECD results

.

Incentivise rural
staff accreditation &
retention

Provide medium
term assurance of

Disjointed &
inflexible regulations
& funding streams
undermine the
viability of rural

Improved long term
viability for rural
service providers

KPI 1: Rural place #s

rural service
availability &
reliability

CHANGES

Improve wages &
conditions for rural
early childhood
educators

Financially
incentivise rural staff
accreditation &
retention

Fund rural service
leadership, admin. &
facilities
maintenance

ASSETS

Establish
collaborative model
for regional ‘shared

services’ delivery

Develop regional
shared services
systems &
infrastructure

service delivery KPI 2: Rural op. margins ( )
\ Y, g ) Harmt?nise
regulations &
funding streams
across government
| —
4 N\
Improved gender
Population dispersal equity, workforce
; ; participation & the
& socloeconomic sustainability of rural Flexibly operate &
disadva ntage often Y I —>| price rural service
render rural services communities delivery
inaccessible KPI 1: Emp participation |
L ) \KPIZ:RuraIgapfees

Source: SGS Economic®l&anning 2022)

Build confidence in
the availability &
reliability of rural

services

Pilot the flexible
application of rural
staffing & building

regulations

Improve the rate and
flexibility of rural
community access to
child care subsidies

Develop integrated
early childhood
facilities in priority
rural locations

Facilitate rural
access to Additional
child care subsidies
for at risk children
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The key problems facédr ECE@ Loddon Mallee

The benefits that will be delivered if these problems are solved

The strategic responses for solvihgse problemsand

The components of the solution, in terms of rasset changes and asset investment.

The investment logic mapas developed withoddon Mallegegional stakeholdengpresentingocal
government loddm, Bulokeand Gannawarrajhe North Central Local Learning and Employment
Network alocal ECEC providendthe2 2 Y Sy Q & Netwsrk f { K

2.3  Evidence of problems

An inability to attrac®& retain experiencedtaff compromises the reliability nfral service delivery

This issue stems from the low compensation recdyeshrly childhood educatorpoor working
conditionsandthe associated challenges of workingural areas

Peopleemployed irthe ECEC semtare paid undetwo separateawards-the/ KA f RNBy Qa
Awardand theEducational Services Awaldble4 compares the award rates ftrese workers,
highlightng that those employed under theducational Services Award are better paid than those
underthe/ KA f RNBy Qa .{ SNIBA OSa

Children's
Services Awar(
[MA000120]

Educational
Services
(Teachers)
Award
[MA0000773

Support
worker-

Level 1.1 on
commenceme
nt

Level 1
Teacherg
Preschools
(kindergarten)
and schools

Sourcefair Work (2022)

$20.80

$30.78

$790.30

$1,169.64

I 61 NR

Children's
services
employee-
Director- Level
6.9 after 2
years

$37.78

Level 5 $44.29
Teachers long
day care

centres

$1,435.80

$1,683.02

BEven though there ardifferences in wages across the ECEC sector, P{&xtB)concludel that:

2 A university qualified early childhood educateorking in childcarevill come under thelX A f R$¢ligesAdard, despite being

university qualifiedKindergarten/preschool teachers with a university qualificatiofilveome under the Educational Services Award.

SGS ECONOMICS AND PLANENWELING EARLY CHILDHEDQIZATION & CHILDCARE IN RURAL AREAS
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a &rly childhood educators are some of the lowest paid people in Australia

Such a conclusion is supported by the Australian Bureau of St@figlmsiary 202Pmostrecent
estimate of the dill-time adult average weekly ordinary time earnjngs$1,748.40erweek When
compared to the tabulated data abovejdfiigureis up ta

49% more than award rates for entry level ECEC workers, and

22% more than the award ras$ for the most highly paid ECEC workers.

Those who do choose a career in EQfE8ED commenceheir career with a Certificate ifl education

and care If they upskilvith adiploma theyautomaticallygain a wage increase. However, if they
further upski with 6 F OKSf 2 NR& RS 3 NEhére is ptautBritatz®dgei incease | y R
prescribed in the award.

While bachelor qualified educators may attract high salarissme circumstancethe United
Workers Unior{2021)found that

Educators whaupskillare far more likely to leave the industry than their counterpatsi
74 per cent oburveyededucators intend to leave within three years.

The United Workers Uniq2021)alsoasked thosé&cCEC workergho planned to leave the industry
their reasms. Themost commorthree reasongitedwere:

OExcessive workload and insufficient time to provide quality care
dowpagL OFy Qi FFF2NR G2 adl ¢
oFeeling undervalued

Saff shortages haveorsened substantially as a result of ©@@VIEL9 pandemic. Two thirds of
surveyed educators said that their centre is understaffedd@hdyoften felt pressured to avoid taking
tSI oS¢

Similar findings have been published by Ro@&22) whofinds tha childcare workersre

overworked with long, exhausting hours and increasingly more administrative obligations or
GLI LISNB 2N € @

Together these factolgadto highworkforceattrition in the sector. In fact, Australgide, attrition in
ECEC has been ak®0 per cent for over a deca{cDonald, Thorpe, & Irvine, 2018his high
attrition rateis inefficientfrom an operational perspectiyveften risking the reliability otiral service
provisionIndeed some existing childcare centrethmBulokeand LoddonShiresare currently closa
because thegannotattract and retairappropriatestaff.

Attractingand retaining staff iE CEG clearlydifficult across Australiaand this difficulty is
exacerbated imural areas.The workforce constraints aneflamed inrural areagecause there is
inadequate infrastructure to suppaskilledmigration to the region@ederation University, 20219nd
ECE rural areas ikss, if at all, profitable

Urban centres with high pofation densiiestend to have greateabsolutedemand for childcarélhis
strong demand allows for healthier fessd higher profitabilityin turn attracting a greater number of
early childhooatducatorsAs a result, there is a positive relationshipaestnthe number ofchildcare
places per child and tifeescharged per hou(Figure3 overleaj.

SGS ECONOMICS AND PLANENWELING EARLY CHILDHEDQIZATION & CHILDCARE IN RURAL AREAS 16
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This relationship represents two problems; the first is that childcare favours the wealthy. There is
greater supply of childcare at greater fees. As fees increase, financially disadvantaged parents must
drop out of the market and inequality in accessibdit childcare is created. In addition, this

relationship causes the distribution of childcare to favour urban centres.

Hurley, Matthews & Pennicuik (20Zkowed that there tends to be ample childcare availability in

urban centres at a range of mediumhigh fees, while rural areas with comparatively little demand
experience lower supply at lower fees. These low fees do nothing to attract early childhood educators
to remote and rural areas, and if anything, encourage them to move away into the urbia@s.cent

Not only is the quantity of educators in rural areas affected by this, so too is the quality. Economies of
scale and greater fees promote business development and investment, helping to build better
workplaces and deliver better quality serviceghaliwhile supporting career progression for

educators. In turn, high quality educators are attracted to urban centres, and rural areas are often left
with few highquality educators.

@ Greater Perth @ Greater Sydney Greater Adelaide @ Greater Brisbane @ Greater Melbourne

Mean childcare
0.80 | places per child °
@ Brisbane
Chermside @ Inner
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Disjointed & inflexible regulations & funding streamdermine the viability of service delivery

The Centre for Policy Developmé2®21) flags thathe Australian ECEC systism
X RAFFAOdZ G SELISYaAADST KYyR PDRYFHzAAYIE FTENA SHISR
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This sentiment has been echoeyllocal stkeholdersacross the Loddon Malleeho make itlear that
the disjointed, inflexible regulations and funding stredon&CE@re hugely detrimental teiable

service provisioacross thd.oddon Mallee.

TheEducation and Care Services Nati®tegulationspecify a comprehensive list of regulations that
must be followedy ECEC service providdrisese regulationaim toensure the fulfilment of the
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National Quality Framewo#dqd include regulations arhilddensityand safety,infrastructuredesign,
educatorqualificationsandtraining Notably, there are significant controls:on

Educator to child ratios, which vary with the age of children and type of sévaigeng froml
educator toevery 4to 15 childrer)

Educator qualifications, wits0 per cent of educatoricluded in the above ratios requiriray, be
actively working towards, their diploma level education. All other educators included in the ratio
must be Certificate 11l qualified.

Thesestringentregulations aim to ensure quality sieerdelivery However,in rural areaswhere
population densities are lgwhey present a major barrier tthe viability of services.

In short, in rural areas:

Demand for ECEC is spreatbss wide geographic are@sfer Figured), and
Resourcing these services with appropriately qualified edudagommes highly problematic.

In a major urban area or regional citythére was only demand for ECEC service? toB days a

week childhood educat@couldattain full time employment by working in more than one centre that
are relatively convenient to each other. Such a response is unavailable in rural areas, as the lengthy
travel distances between centres are not tharhile giventhe modest wages earndryy ECEC

educators (refer above section). Instead, ECEC educators are prone to dropping out of the labour
market or relocating to regional centres with better work opportunities.
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FIGURE PROJEIED POPULATION (2021) OVERLAYEDREIGHTERHTEGERVICES IN BULOKE, LODDON
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An ideal solution to these challenges is tdamate childcare centres with kindergartens and primary

schoolsCalocation could:
Enabk the joint resourcing of infrastructure, classroom materials, and educators, with major
benefits generad when early childhood educators can transition from long day care to
kindergarten to afterschool care in the same location as demand requires

Enable he sharing of educators across age groups and for relief during peak periods (e.g., drop of

and pick up timeskand

ARRNB&da GKS WIKAY YIFINJSGQ LINRofSY
However, the current regulations on child to educator ratios and edugatifications pose major

0 KNRdzZA K &dzOK

barriers to this.

Another challenge is that kindergarteractersandearly childhood educatscome under different
award ratesas aitlined inthe previous section. As a result, whiledergarten teacheraremore than
equippea withthe skills and experience to provide childcseevicesn peak periodsthey are deterred

from filling childcare rolegjiven the effective pay cut.

Loddon Malleestakeholders voicedoncernthat this variancein educatorpaycreates:
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CGonflict between childcare workers and kindergarten teaclgansth childcare workers feeling
undervalued and kindergarten teachersvillingto takeon childcare rolesand

Administrative burdesin relation to payrolvhen ceresourcing solutions might be available.

In an industry where almost 60 per cent of costs go towards WRigsardson, 2022jlexibility and
efficiencyin human resources is crucial to viahilitye existing regulatory framework prohibits this;
meaning that in rural areas where dense catchments of demand do not exist, the market fails and
communities miss out.

Anothersystematic issue relates to tlexibilityenabledthrough service provider fundingo gain

access to the Commonwealth Childc&ubsidy (CG$)e service providanust provethat (i K $l@notW

primarily provide a service other than childéale ¢ KA & KI & a A dnfuvaFae@ang & O2 y & S|
interferes with the operational flexibility and efficieniogit can be generated thtmheducation and

care precincts. For example, a childcare centre that operates as a preschool or kindergarten centre

must provide childcare 48 weeks of the year, 15 hours per week to prove that no more than 50 per cent

of their service operating houare dedicated to norchildcare services. To do so would be extremely

challenging for servicestime Loddon Mallee given the resourcing challenges descabede.

Thishas recently been experienta the Loddon Malleewhere a service provideras recently
required to increase their opening hours froro2t days per weekVhile the providervas eventually
granted a waiver in meeting the CCS requirements due to its geogegany the system as it stands
presents challenges.

Population dispersal & sociaemmic disadvantage often rendeiral service delivery inaccessible

Even if there wersufficientECEC services acrbssldon Malleethe current funding arrangements
leave parents/ careers significantly out of pocket. When this is combined with the widespread
population dispersal and socioeconomic disadvaniatiee Loddon Mallee, available services are often
rendered naccessible.

The CCS funds ECEC services on a per child basis, with the amount of subsidy available dependent on:

Family income levels (subsidies graduating downwards as incomes increase)

The category of ECEC services used (Centre Based Day Care, Outside Schoa, Heaurs\CBay
Care, In Home Care), and

The hours of ECEC services used.

Essentially this means that the CCS does not include any geographic flexibility and ignores the spatial
inequalities in accessing services.

Parents in rural areas are likely to fagghtravel costs when accessiBEEC servicebhe spatial
dispersion of the population inural areadimits public transport angarpoolingopportunities forcing
ECEC user families to bear the full costs of private travel; sometimes over long distances.

Amother inEdenhope, Victoria, voicéer dilemmaof choosing betweekeavingher job orcontinuing
with the use of ECEC servicgseexplaired:

"We have considered trying to get our kids into care, but the closest are 45 minutes to an hour
awaylL 1 Qa4 Y2NB fA1Ste L gAft SIS Y& 220b
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quoted inLawrence, Darling & Lowg021)

Given that there are onli3 childcare services acro$8,431 squar&ilometresin the Loddon, Buloke
and Gannawarra Shires (refdgured), these time and out of pocket cost problems experienced
widely.As a result, many families do not take up cebtised ECEC opportunities, preferring to either
leave employment to care for their children full timentake their owninformalcaringarrangements

Even without taking travel costs into accoGEC sepds isan expensive arrangement. The SDA
(2021)estimated that Australian centieased childcare costs an average of $10.50 per hour (before
CCS), representing half of the hourly rate payable for retail workers.

While theCCS can provide sorfumdingrelief, there is still asignificantgap payable by familiegquity
Economicg2021)identified that on averagayageearners in Australia with two children aged 2 and 3
in full time cae, spend24 percent oftheir earnings on chilhre after CCS.

Beyond fimncial obstacles, applyifgr the CC3as been cited as confusirlg factthe Centre for
Policy Developmer{2021) found that 3 per cent of surveyed Australian paredisagreedvith the

a d I i Swokkiigioutdur eligibility for childcare subsidies gmvernment benefits was

AGNI AIKGT 2 Nbré, AVRer cent 6f deilBykEdJphients said they had to make significant
financial sacrifices to afford ECEC.

There is an additional childcare subsidy available for families who are experiencing financial hardship or
caring for a child who is vulnerable or at risk of harm, abuse or neglect. However, this payment can be
difficult to accessA Loddon Mallegrovidersaid

& &nilies usually do not know, or are unable to figure out, how they are digible

At risk familie®ften need experienced ECEC providetselp them navigate the systeivhile
providers try their best to ensure every eligible family resgig nuch financial support gmssible
the administrative burdebecomes onerous.

Childcare is a geographic issue that unfairly impacts rural Australia. It is widely recognised that high
quality childcare enhances the early development of children. In facCehtre for Policy
Development2021)found that, on average, in Australiain 5 children start school developmentally
vulnerable butfor children who do not receive early childhood educatias, 2tin 5 Unfortunately,
ChildcareDesertsg are dispr@ortionately located in rural areas where there are higher proportions of
children and families in lower income brackets or below the povertfHumdey, Matthews, &

Pennicuik, 2022)

Figureb showsthis relationship, illustrating the disproportionate number of children in regional and
remotelocationswhose development is not on track in the first year of sct@enhtre for Policy
Development, 2021).

SGS ECONOMICS AND PLANENWELING EARLY CHILDHEDQIZATION & CHILDCARE IN RURAL AREAS 21



OFFICIAL

FIGURB PROPORTION OF CHILDREN IN AUSTRALIA WHOSE DEVELOPMENT IS ON TRACK IN THE FIRST YEAR
OF SCHOORQ)
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The Loddon Mallesuffers from this inequality, and its O tgdar oldcohort has been identified as
more vulnerable thain other Victorian coomunitesR dzS G2 (GKS NB3IA2y Qa @Jdz y SNI
health and wellbeing indicate.

FIGURB PERENTAGE OHRST YEAR STUDENTS CONSIDERED DEVELOPMENTALLY VULNERABLE 2021
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3. Anticipatedbenefits

3.1 Improved resilience, educational & social development of rural children

Better ECE@ccessibility in Loddon Mallee is likely to improve resilience, educational and social
development ofural childrenChildrenphysically and socialfievelop ata fast pace and their early
years are crucial in shaping their learning abilities and resilience at.Sdtere is evidence that
attendingECE@ theyear prior to starting schooésults in

Immediate socialisation benefits for children
Increased likelihood of a successful transition into formal schoating

Improved performance in standardised test results in the early years of primary @tookictivity
Commission2015)

This isattributed to thegoodlearningenvironmentof quality ECEC servicess well aghe planned
activities designed to enhantiee developmenm of children,andthe instruction andsupportprovided
by qualified early childhood educatofShildren who attendualityECEC servicage therefore more
likely to be healthy and happy in their early childhood.

While thepool of research into the loAgrm (adulthood) benefits dCE®G somewhat limited here
is evidence to suggest that benefits extend beydritlhood and tend to lead to

Improved social and health outcomes
Greater workforce participatigrand
Less crimgCentre for Policy Development, 2021)

This view is supported by internatios@ldies includinghose relating td 2 NJ intéoduétion d
universalaccess to HEC for 3 to 6-yearolds.Theprogram {ntroduced inmid-1970s)esulted inan
increased rate of high school completion and college attendance, ultimately strengthening the
workforce Notably, thebenefitsof education were mostlyxperienced by those children widss
educated mothergHavnes & Mogstad, 2018s discusseedarlier, ECE@nds to be less accessiltée
children in rural and low soceronomic areasCritically there is evidence to suggest that the benefits
of ECE@re disproportionatelyargefor children under these circumstances. As suchegpanded and
improveddelivery ofECEGervicesn the Loddon Mallee is likely generate benefitexceeding those
that would arise from urban area service improvement.

While the benefits oECE@ the year prior to school aexperienced across all children, thenbfits
of ECEG@r children up to 3 years of ageeless clearly defined’he exception to this rulewherethe
home environment offers very poor development opportunities or places the child.dhrssich
circumstanced-CE@ttendance generates clear benefits (Productivity Commission, 2015).
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Whilethe developmental benefits ®@CE®@ary with age and arperhaps are not yet fully understood,

there isagreementhat the developmental benefits only materialise whenH@EGervicequality is

high. Therefore, ensuring early childhood educators are appropriately rewarded, incentivised to gain
experience,aBR F20dzaaSR 2y OKAf RNByQa RS@St2LIYSyid I NBE 78

3.2 Improved long term viability for rural service providers

While theselfperpetuating nature athe ECECrisisin rural area makests challenges difficult to
resolve it also means that thbenefits to interventiowill naturallyproliferate and improvehe long
term viability for rural service providers.

The proposed interventior(gefer to Section pwill support the delivery othigh-quality ECEGervices
creafngtrust inthe reliabilityof rural service providerand ultimately, set the services ufor long
term austainability.

TheDirectorof Community Wellbeingt the Loddon Shir€ouncihashighlighted that
During a recenVictorian Government pilot progratine communitieshatK F R 1 KS da KA 3IKSa i
OKAf ROI Nidbwest kakeRp rat#o&he pilot
Thisstemmed fronthe lack of trustin the childcaresystem essentiallymeaning thaparentsin

rural areadlid not believe in the longevity of such progrgmand did not want taisk losing their
informal childcararrangementdy taking up theECEGervices being piloted.

Other stakeholders in the Loddon Malkgreedwholeheartedlywith this andblamed it orpoor and
short term interventions in the past.

Taking this into accounthe proposed interventionstrategically guarantee the deliveryEe€EC
services over the medium term (§ears); enough time for daby toregularlyattend ECE@ntil school
age, if desired by the parentBhiswill provide parents with a secuEBCE®ption andgive them the
confidence to return to work for meaningful period

For an industry with average profit margatsoss the natioof just 4.5 per centand fardess in rural
areas (Richardsp@022),guaranteedservice provision over the medium tewaill stabiliseECE@ake
up rates and, in doing so, improve operating viabilityurn, thiswill lead ta

Easier attraction and retention gfuality ECEGtaff
Further enhancing community trust in tHECEGystem

Enablingmprovedworkforce participatiorffor both parents anearly childhoodducators)and
ultimately

Improvedlong termviabilityof rural ECEGervice provision.
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3.3 Improved gender equityworkforce participation & the sustainability of rural
communities

Delivery ofeliable andquality ECEGervices will lift female/orkforce participation, improving gender
equality and the sustainability of rural communities.

The Centre for Policy Develty' S y{ZD®ireport on childcare revealed thatmost140,000

Australiang K2 ¢ YGSR LI AR SYLX 28 YR VI QORGSR aOKATGROENDE
Of these 140,000 people, 90 per cent were wonidnisnarrativeis reflected incountless stdies

across the glohevith countrieshavinggreater availabilityf affordable childcare exhibiting higher

maternal labour forcgarticipationrates. Unhfortunately, Australia communities remain undeserved,

especially in rural areasmieaning that ouworld first place rankingn female educational attainment

not matched with femaleworkforce participatiorfEquity Economics, 2021).

{AYAT I NI GNByRa KIFI@S 06SSy dzyO20SNBR 2y | NBIA2YI ¢
(2020) revealed that

Ga2iKSNE ONRaa [2RR2Y /FYLI AL INB aA3ayArAfFaAolyi
GKFY 62YSYy 6A0GK2dzi OKAf RNBy§

And that

¢Central Goldfields and Loddare among the LGAs with the lowest income for women in
Victorig ®
Figure7 shows the stark contrast in participation rates between men and women across Victorian LGAS.

FIGURE WORKFORCE PARTICIPATION RATE2BXOILG)

30% 50% 80%
omen Men

{2dz2NOSY 2AO00G2NRLY {G1FdS D2@SNYyYSyidiQad 5SLINIYSYyid 2F w20ax t NBOAyYC

Thisstrongrelationshipbetweenmotherhood, childcarand workforce participatigrwhich is seen on
a regionalFigure?), countrywide Figure8) and global scale, makesglg¢arthat improving childcare
accessibility ithe Loddon Mallee will improve female workforce participation
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This will come with a myriad tddw-on benefits, including increased economic activity, greater female
financial empowerment, and increased taxation income. In fact, some modelling suggests that:

If the average Australian woman had similar workplace participation rates after havdrencasl
the average Swedish woman (with Sweden being an example of an exceptional childcare system),

Then the Average Australian wamwould earn an additional $696,000 over her working life and
retire with an additional $180,000 in superannuation (Equity Economics, 2021).

3.4  Government plicy alignment

This sectiodentifies howthe benefits identified investment logic m@ggure?) align with the
priorities of Commonwealth, Victorian and local government agencies.

Commonwealtlgovernmentpolicies

TheAustralian Labor Partyational Platforn§2021) identifies the significanad investing in the early
@8SIFENB TFT2NJ OKAf RNBY>X FlIYAfASE YR (KS SO2y2Yed
the current universal access to preschool and kindergarten programs and support high quatity train
for early childhood educataras well as improvements in wages and conditions.

The ALP (202%}ates that it will:

Deliver affordable, quality childcare and before and after school care, and will consider changes to
tax, superannuation, work and industry arrangements to support this.

As well as this, thALP National Platforseeks a minimum guarantee of funding to be made available
for services (including early childcare education). It also aims to challenge gendeypésra trades
and occupations, by encouraging males and females to participate in a wide range of workforces
without discrimination. ThALPNational Platform claims that the issue of providing high quality,
accessible and affordable early childhoodadion and care is of national importance.
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TheNational Workforce Strate@022-27 (Workforce Australia, 2022)ms to guide the development

2T 1 dzZAGNI EAlFIQa ¢2N] F2NOS FyR S02y2Y@ UGUKNRdAzZZK (I NE
to increag the workforce participation and economic security of women, Indigenous Australians and

people with disability. To achieve this, it outlines a key principle to remove barriers and disincentives to

work. This would result in an outcome where all Austrsicam participate and work to their full

capacity in line with their aspirations and abiliti@smeasure of success is reducing the gap between

men and women aged 14 below its current level (seven percentage points as at 2022) towards equal
workforceparticipation.

To support this, the following actions are recommended:

Identify and address geographical and regulatory barriers to improve participation and labour force
mobility.

Identify and action opportunities to increase workforce participatiomdéarepresented,

disadvantaged, and vulnerable groups of people, including women, people with disability, mature

aged, youth indigenous Australians, migrants, and refugees.
Theb F GA2YyFE / KAf RNBY Q3 9 RdzOAdskaayi CHIGWRQE | NBdz® 12 INJ F2 NIO
Care Quality Authority, 202E)a tenyear strategy that is intended as a roadmap for ongoing
partnerships between governments, serviceyiers, educators and teachers. It has six focus areas:
professional recognition, data and evidenqualifications and career pathways, attraction and
retention, wellbeing, leadership and capability.

The strategy notes that some existing Australian Government initiatives include:

Wage subsidies, including the Boosting Apprenticeship Commencenaggsubsidy which
provides additional support to employers who take on an apprentice completing a Certificate 1l or
higher including in the children education and care sector.

The Jokready Graduates Package which provides university funding for priespeatly childhood
teachers.

Some of the key actions noted in this strategy include:
Investigate options for improving workforce pay and conditions.

Review and develop targeted programs to support studies and placements for specified groups of
potential educators and teachers.

Investigate options for improved wellbeing supports.

Continue the ongoing focus on the quality of vocational education and training.

Victorian governmenpolicies

The Department of Education and Train{BdET and the Department of Jobs, Precincts and Regions
(DJPR) have highlighted the need to invest in early childhood across a number of strategies.

TheStrategic Plag021-2025(DET2021)envisions/ictoria as amatrter, fairer and more prosperous
place, where learning and development experiences are enhanceds tbaimrease workforce supply
for early childhood education, while also maintaining teaching quality. Thegdaustrategy highlights
three core olectives to achieve its vision:
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Raise standards of learning and development achieved by Victorians using education and training.
Increase the number of Victorians actively participating in education and training.

Increase the contribution education atrdining make to quality of life for all Victorians,
particularly children and young people.

The key priorities assertéal the Strategic Plaare to ensure vulnerable children are engaged and
supported and to rolbut the universdy funded threeyearold kindergarten progranTheSate is
investing nearly $5 billion to fund this kindergarten program and is delivering 15 hours per week of
funded threeyearold kindergarten in 21 local government areltss policy builds upon the existing
commitments fron the State to deliver 15 hours per week of funded thyearold kindergartenin

2022, the program seeks to expand to the rest of Victoria and provide up to five hours per week of
funded kindergarten.

By 2029, th&&ate plans to invest $1.88llion in the construction of new and expanded kindergarten

facilities which will be facilitated through the Building Blocks investment program. This program

includes funding to support the development of kindergartens on school sites, as well asgraeits f

and existing providers. To ensure that the-ooll for the threeyearold kindergarten program is
3dz00S&aa¥FdzZ = G(KS R20dzySyid 2dzifAySa 59¢Qa L IFya G2
accelerated teacher education, employment incentives @ofessional development support.

TheGender Equality Action PI20222025 (DET2022)seeks to promote workplace gender equality in
line with the requirements of th&ender Equality Act 20Q0ic]. TheéAction Plaroutlines the

DS LJ- NI Y Sy { Q ato eDguré X deid¥r 8qitable, safe, inclusive and respectful workplace for all
staff employed by th®epartment {ncludingschools). The strategy has three focus areas:

Promote equality in the composition of our workforce.
Reduce the gender pay gap.
Ensire a safe, inclusive and respectful workplace.

TheLoddon Campaspe Regional Economic Development Stfiat#tjy2022)and theMallee Regional
Economic StrategpJPR2022)each set out the mediuxto longterm strategic directions for driving
economic growth and development across their relevant regiond.dddon Campaspsrategyis
relevant for the Loddon Shire and a key strategic direction is to:

Foster better links b&teen education providers, industry, research, employers and students to
develop career pathways and a workforce that meets the future needs of the region.

TheSrategy identifies skillnatching as a key enabler of growth and development, and highlights th

need for alignment across the jobs ecosystem to provide opportunities to match the demand for labour
and skills. To address this issue, the strategy recommends that local, state and commonwealth partners
collaborate to provide more enabling support, inihg developing childcare facilities in rural areas,
potentially celocated with workplaces, to encourage more female participation in the workforce.

TheMallee strategys relevant for the Gannawarra and Buloke Shires. A key strategic directiondasserte
in this document is to:

Ensure an accessible and suitably qualified workforce to unlock the growth potential.
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To address this strategic direction, tBategyoutlines several opportunities including stimulating
inward migration and improving econonmclusion. These can help to address barriers to labour
mobility and participation in industries like childcare by using targeted recruitment campaigns and
widespread communications of the need for workers across industries. There is also a keyhissue of t
limited access to childcare in rural settings which critically affects the ability of women to enter the
workforce. There are several strategies highlighted in this document to address labour shortages,
including to:

Improve the provision of childcaie rural settings.

Address structural barriers to labour participation and mobility.

Localgovernmentpolicies

The issue of accessible and affordable early years and childcare provision is highlighted in each of the
{ KANBQa O2YYdzyrite LIIyao

TheLoddonCommunityision(2021)setsthe longterm strategic direction for the Council in terms of

GKS O2YYdzyAleQad FaLANIGA2YE YR K2g (GKS [/ 2dzy OAf
community where everyone is welcome and has the opportunity to live, work and thrideahand

health services are outlined as key priority areas, informing a strategic objective to deliver services and
advocate for access to other services for the community.

Key principles within this objective are to:

- Support and advocate for servidbat provide every child with the opportunities to have the
best start in life.

- Developand implement a Municipal Early Years Plan and Youth Plan and advocate for options
identified in the Childcare Feasibility Study.

TheGannawarra Council Plé2021)also identifies poor access and inclusion to early years and health
servicesas a key issudt envisions a community that is proud, connected and inclusive and actively
seeks opportunities to enhance lifestyle and liveability. Sragegy highlights woikg towards gender
equality and preventing family violence as a key priority, with a specific focus on vulnerable children
and young people.

A key strategic priority is to:

Respond to community needs through innovative, commercially focused servigcdmnalyed
care and early childhood services.

A

TheBuloke Community Plgf021)is alongi SN adG N} §S3IAO0 LIi Iy GKIFIG RSaONR

aspirations for the Shire. It envisions that by 2030 the Shire will be a healthy, socially connected,
inclusive ad accessible community with a prosperous economy offering services, amenities and
activities that match its desired liveability.

A key strategy highlighted in thi#gn is to:

Advocate for the increased provision of childcare services and rural modebsifised
childcare.
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Summary of policy alignment
The table below provides a summary of how the anticipated benefits align with government policies.
TABLEB SUMMARY OF POLICY ALIGNMENT

Improved resilience,
educational & social

Improved long term Improved gender
viability for ruraECEQ equality, workforce

development of rural
children

providers participation &
sustainability of rural
communities

Commonwealth policy

A ALP National Platform K K K
A National Workforce Strategy K
A blEiGA2YyFf | KARRNBYo@RArceSRatzgy K K

Victorian policy

A DET Strategic Plan K K

A DET Gender Equality Action Plan K
A DJPR Regional Economic Developr8&ategies K K
Local policy

A Loddon Community Vision K K K
A Gannawarra Council Plan K K K
A Buloke Community Plan K K K
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4. Proposed interventions

4.1 Incentivise rural staff accreditation and retention

A)Improved wages and conditions for rural early childhood educators

Asrural service providers have attesed 4G KS ySSR (2 Ll & 020S KS / KAf R
compete withother industries and urban centre®therwiseural service providemannotattract and
retain requisite staff to enable reliable service delivery.

Consultation with local providgindicates an increase of 2€B0%in wagessrequired ® that trainees
on a Level 1 band eadirca.$27 per hour compared to around the minimum wagerently. Thiswill
ensure pay parity for early childhood educators similar to that of the ranges tinededucational
Services (Teachers) Award.

Pay parity opens the door to encourage kindergarten and early learning teachers to work in ¢hildcare
increasing thevailability of theuralworkforce

Improved wages across all bandl ensurea range of mployees from trainees to experienced staff
are attracted and retaineith ruralECEGervicesbalancingvorkloads and improvng service quality.

Sufficient labouin ruralECEGervices will enableffective rostering, flexibility and relief covarablng
staff totake time to study, take leave and have rest days to avoid bymsredibe supported in their
career progression.

The proposed intervention is2Zd%increase in the hourly wage femployees working under
GKS / KAf RNBy Qa hi®N\aPBuUIGkS, BanhadvaridBnd Bogdorii K S {

Note:

To fund improved wages and conditions, a commensurate increase in the rural rate of Child Care
Subsidy fronthe Commonwealth is needed.

To support improved wages and conditions, a regional shared serviceshaiwgegn the three
municipalitiesof Gannawarra, Buloke and Loddweifl be developed. This will improgeonomies
of scale and reduce the administrative burden of managing early learning centabbngearly
childhood educators tbcuson educating and caring for rural children.
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B)Fnancially incentivise rural staff accreditationd retention

Financial incentives are requiredlifb accreditation rates and retain accredited early childhood
educatorsn rural areasThat is, in additin to improved wages and conditions described above.

Incentive schemes that have informed the intervention include:

TKS +A 002 NR I Kndd préi@mMyhi¢iSpyoiidesi range of financial incentivé®9,000
- $50,000 dependent on qualifications; aegjional relocation supplement of $2,0086,000)to
assist withcourse fees, study materials, related expensasvingand paid study leave.

AWestern Australia exampiehichprovides state funding to regional councils towards subsidised
accommodationinterstate travel, workshops, training initiatives and relocation packages (WA
Communities, 2022).

Employment loyalty bonuses used to promote staff retention.

The proposed intervention includéee followingallowance for early childhood educators
employed inthe Shires of Buloke, Gannawarra and Loddon

- $5,000for prospective early childhood educattesgain Certificate Ifualifications while
simultaneously working for rurgICEGervice providers

- $5,000for existing early childhoodducators who wish to upgrade to Diplanizegree
qualifications

- $5,000loyalty/ retention payments for Degree qualified early childhood eductioeach
additional FTE year that they remain employeQ@EGervices.

It is proposed that $5,008 allocatedo eachparticipating serviceentreannuallyto awardto
qualifying staff at their discretion.

4.2  Provide medium term assurance of rural seré@vailability and reliability

C)Fund rural service leadershiggministrationand facilities maintenance

Regional stakeholders have identified that fundind=lBEGervices is provided on a per child basis.
That is, Commonwealth and Victorian subsidiresdirectly related to the number of children catered
for by eactECEGervice provider. This means thia¢ costs oECEGervice leadership and
administration, and facilities maintenance remain unfundegerely compromised the viability of
rural; senice providers.

Without appropriate leadership and administration, the qualitf @EGervices will surely deteriorate
over time as insufficient attention will be paid BECEGtaff performance and development, education
program development, communiteeds and enrolments, etdloreover, withoutappropriatefacilities
maintenancehe physicaénvironmentin whichECEGervicesare delivered will be compromised over
time.
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The proposed intervention includes the following allowances for centr&éiSeEosts across
the Shires of Buloke, Gannawarra and Loddon

-1.0FTEECEC KA f RNBy Qa {(HidNgérsod iimaaage/serdcd bdiderations across
the three shires)

- 0.5FTEECEEducation Leaddthis person will manage the educational program of each
service across the three shires)

- 1.5 FTEECEEnrolments Officefthese people will manage the enrolments for each service
across the three shires)

- 1.0%o0f the value ottapital improvementper annumto fund the maintenance &CEC
facilities

D)Establistshared service model for collaborati€EGervice delivery

Aregional shared services modaell providea range of benefitand willprevent burnout of individual
centre managers who must currently navigate the complexities of dual regulatory and funding systems,
while also delivering early childhood services directly to children.

The proposed partnershigetween the three local coundilservice operatorsill provide vital
assistancacross the regiom relation toshared:

Service leadership, planning, development and resourcing
Staff knowledge and training

Backoffice functions(e.g.enrolments,admiristration andpayroll)
Facilities development and maintenance.

Rather tharduplicating these shared services within each municipalitgntralised model will enable
economies of scale (efficiency in resourcing) and scope (amalgamating roles to enable specialisation).

This is how major providers such as Goodstaftydé Qa 2 NJ |, a/ ! Atk Mhjar @bad dzOO0S & a
I NBlFa Ay [2RR2y alfftSSd | 2SOSNE IABSYy GKS LINR DI {
government coordinated approach is necessary.

The proposed intervention establisheshared service modé&r collaborativeECEGervice
deliveryacross theshires of Buloke, Gannawarra and Loddowill be coordinatedby the
participating local councijlsvith the funds for recurrent operations providedlbterventiors
A), B) an®D.

E)Build confidence ithe availability and reliability of rural services

It will take timeto rebuild the trust of rural communities in the reliability of ruEBCEGervice delivery.
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Rural stakeholders have confirmed that a commitmentteEnsentions A), B), C) and D) for at least five
years will be required to remove any doubt about the ongoing availability and reliatiEEcf
services providers in rural areas.

Nonetheless,ignificant community promotioof these commitmentsvill alsobe neededo ensure
parents feel safe teave existingd hocarrangements angermanentlytake up local early learning
services.

The proposed intervention includes all tiers of government makimgdéumterm commitment
to supporting interventions AR), C) and D) in the ShireBoloke, Gannawarra and Loddas
well as a local government funded campaign promoting this commitment in rural communities.

4.3 Harmonise regulation and funding streams across government

F)Pilot the flexibleapplication of rural staffing and building regulations

While the National Quality Framewo(NQFyegulationsstipulated G I Yy R NRa F2 NJ SRdzOI G A 2
health and safety, staffing and governantese standardsan be difficult tauniversallymeet inrural

areas. For instancehe ongoingstaffing crisiqias meant thal0% of all long day care centa@s0ss

the country have needed a NQF waitcecontinue operationgThrive by Five2022).

While keyhealth and safety regulations should remain-negdiable, where evidence shows a
regulation cannot be met due &xtenuating circumstances or cesh the rural areg rural providers
should be given the opportunity to pilot the flexible application of regulatiimsmayrelate to

Minimumannual operting periods

Service consolidation

Certain buildingor outdoor spaceequirements
Educatorto-child ratios

Initial staffing qualifications

Lunch break

Window of opportunity

Administrative space or

Collaborativepartnerships and governan¢eET, 2018)

Without this opportunity, rural providers remain constrained and forcathtagate the NQF teeek
numerouswaivers against the regulations that &#esedon urbanareastandards

The proposed intervention enablE€EGervice providers in ShiresRifiloke Gannawarra and
Loddonto identify and pilotdepartures from the NQF regulations where they do notESEC
service quality or childhood health and safety.
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4.4  Flexibly operate and price rural service delivery

G)Improve the rate and flexibility afiral community access to CCS

An increasedural Child Care Subsidy rageneeded to fundhterventions A)B) and C) in the
participating councils. This will simultaneously reduce the subsidy gap thdamilsneed to fund
out of their ownpocketsto useECEGervices.

The required increase in Ci€&alculated as the total incremental cost of interventions A), B) and C)
splitbetween the totahumberof existing users of CCS and the additional users of the CCS, assuming
the same proportion dlamilies require CCS even as the tagerate of childcare increases.

The proposed intervention incread®s9%the CCS rate paid to families in Buloke, Gannawarra
and Loddon Shirdser a minimum of five years, enabling interventions A3nEYL) to be
sustainably funded.

H) Facilitate rural access to Additional CCS fasktchildren

Consultation has identifidtie relevance ofdditional CCSaymentsn rural areas of Loddon Mallee,
i.e.where a higher proportion aligiblefamiliesare experiencing financial hardship or have children at
riskwhen compared to urban areas.

It is vital that any change tanal service provisiotioes not negatively impadisadvantaged families
and, in turn, the rate oAdditional CCindedenrolments Gapfree servicesnustremain a priority for
vulnerable familiea y G KS [ 2RR2Yy al ffSSQ&a NHz2NIf | NBIao

The proposed intervention ensures that the current rate of Additional CCS payments in the
Loddon Mallee is maintained BEEGervice provision expands to meet unmet demand.

I) Develop integrated early childhood facilities in priority rural locations

Given existing levels of unmet demandBE@EGervices in rural areas, the aforementioned
interventions will lift the uptake aervices, requiring new facilities for accommodating the expanding
footprint of services in rural areas.

As has been highlighted in Section 1 by rural stakeholders, the ideal sislafitem the celocation of
childcare centres with kindergartens andwaiy schools. This enables the joint resourcing of
infrastructure, classroom materials, and educators, with major benefits gedaasgarly childhood
educators can transitioacross age groups and betweend day cargkindergarten to afterschool care
as needed.

The proposed intervention is the capital funding oftegratedECE@acilities in priority
locations across the rural areas of Buloke, Gannawarra and Loddon Shires enabling unmet
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demand levels to be effectively and efficiently servidéa. prority locations will be determined
during theserviceplanning phase of the roll out.

4.5 Summary ofinterventions

Incentivise rural staff accreditation and retention
A) Improve wages and conditions for rural educéators Commonwealth 34.5 25.2
B) Financially incentivise rural staff accreditation & retention Commonwealth 0.9 0.6

Provide medium termassurance of rural service availability & reliability

C) Fund rural servideadership& administration Commonwealth 0.5 0.4

Fund rural service facilities maintenance** Councils/ Operators 0.3 0.2
D)Coordinate 8’& K NS R & S Nddllabordtive s¥raide S ¢ Councils/ Operators 0.3 0.3
delivery

E) Build confidence in the availability and reliability of rural set¥ice Councils/ Operators Included in D Included in D

Harmonise regulation and funding streams across government
F)Pilot the flexible application of rural staffing and building regulati NA NA NA

Flexibly operate and price rural service delivery government

G) Improve the rate and flexibility of rural community access to CC Commonwealth Inc.in A, B &(
H) Facilitate rural access to Additional CCS fiaskathildren Commonwealth 1.3 0.9
1) Develop integrated early childhood facilitiepriiority rural State 9.0 9.0
locationg
Commonwealth 37.2 27.2
State 9.0 9.0
Total incremental cost
CouncilsOperators 0.6 05
Total 46.8 36.7

Source: SGS Economics & Planri2082.

Notes:

This tablerepresensthe 10year cost of the proposed interventions applied in the Buloke, Gannawarra and Loddon Shyiggig
the proposed interventions across all equivalent areas would result in proportionately higher costs.
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*Intervention A) was calculated as the 25% increias@ages of existing childcare staff in the three shires, as well as the total wages
paid to all new staff required to meet the increased takeof childcare. This number of new staff was calculated in line with the
ACQA educator to child ratios.

**Some ral councils are reluctant to step into the funding/ delivery of childcare services. These interventions do not suggest that
councils actually run the services but play a coordination role where necessary.

The costs associated with D) and [) are inadiirethe first 2 years of investment.
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5. Cost benefit analysis

This section presents a cost benefit analysis of implementing the interventions
described in the previous section. In doing so, it assesses if a net gain in community
welfare will resuliafter contrasting the costs generated with the economic and social
benefits generated.

Note: While the cost benefit analysis has been developed for Buloke, Gannawarra and
Loddon Shires, the results are likely applicable across small rural towns more
geneally.

5.1 Unmet ruralECE@emand

The level of unmet demand f&RICEGervices in theural areas ofhires of Buloke, Gannawaarad
Loddon has been assessed by comparing the current lez€lEEBervice provision with that offered in
urban areaslf urban @ea servicing levels were available in the rural areas, the réd&iGB@&pproved
places to children would lift fro@2to 0.5.

The figure below identifies how many more approved places would need to be offered in the rural
areas currently and in futu@n an annual basjddopting Victorian official population projections
(Victoria in Future2019.

FIGURE UNMET RURAECEDEMAND: BULOKE, GANNAWARRA & LODDON SHIRES
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Source: SGS Economics & Planning, 2022.
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5.2 Increased ruraECEGervice delivery costs

The cost of meeting this unmet demandbaen estimated using the actuaCEGervice delivery
costsin Gannawarra Shire, i.e. by local government, and applyingt#isf costsacross Buloke and
Loddon Shiresn a per approved place basis.

These servicing costs have béatally estimatedn future years, based on:

Unmet demand levels forecast above in Section 5.1, and

An optimal servicing model of offering integralBGEGervices (childcare, kindergartpreferably

colocated with primary schools) operating 10 hours per day, 5 days per week and with 30 to 40
approved places.

These initial estimates of cost have then been updated given the cost implications of the proposed
interventions in the previous chegp: primarily improved wages and financial incentives for early
childhood educators;entralised service leadership, administration and promotion; increased CCS and
Additional CCS payments; and facilities establishment and maintenance.

The figure below giws how:

Annual service delivery costs will escalate if the proposed interventions are implemented, and

How these increased costs are split between Commonwealth, State and local goversereits
operators

FIGUREORURAIECEGERVICING COSTS BY TIER OF GOVERNMENT
10,000

8,000

6,000

4,000
) | | | | |
0

2023 2024 2025 2026 2027 2028 2029 2030 2031 2032
Year

Participating councils

m State Government

Incremental Cost ($'000)

m Commonwealth Government

Source: SGS Economics & Planning, 2022.
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5.3

Increased ruraECEGervice delivery benefits

Section 3 outlines the key benefits that are expected from implementing the proposed interventions.

They includémproved:

Resilience, educational & social development of rural children

Long term viability for rural service providers

CGender equity, workforce participation & the sustainability of rural communities

The cost benefit analysisiantifiesand then monetigs(i.e.converts to dollar valugonly a selection
of these benefits given potentially overlapping benefits, and available data and monetisation

techniques.

The table below outlines the benefits that have been monetibedechniquespplied,and thekey

assumptions adopted

Improved education outcomes

Researclindicates that participation in childcare and
kindergarten programs leads to a 1.8 per qétarbst
2014)and 3.0 per cenfAnderssa, 1992)uplift in
lifetime earnings respectively

Improved rural workforce participation

Research indicates that careers (particularly women)
enjoy approved access to childcare will undertake pai
work. We have assumed thé®% ofrural carers will take
up paid work given the equivalent numbeffudf-time
care places provideahd will work in relevant rural
employment opportunities.

Improved rurabusiness profits

We have assumed that the expanded riahbur force
will beemployed by relevant rural industries, which in
turn, will generate commensurate increases in busine
profits. We have assumed that the increase in labour
force is completely nte up of females.
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Lifetime earnings

An average uplift of B.per cent was split across 5 year:
of participation to yield a 0.5 per cent uplift per unique
child participating in chitsare and kindergarten. This
uplift was then applied to the median annual earnings
regionalVictoriaand lagged by 148 years.

Rural wages

Of the 60% of rural familieghich take up paid work, we
assume they each increase thieaurs of work in
proportion to the number oflaysthe child is irfull time
care.That is, 7.5 hours work gained for ed€hhours of
care.This number oflayswas then applied tthe

median annual earnings iiegionalVictoria.

Rural business profits

The distribution of females by industry of employment
for regional Victoria was multiplied by the average pro
perworkerfor each industryThis was then used to
establish aveighted averagerofit perregional Vetorian
femaleFTE.
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Reduced social disadvantage Reducedjovernment spending

Participation in ECEC programs letbetter social & An average redtion inlikelihoodof becoming

health outcomes for children experiencing social disengaged?.1 per centwas split across 5 yearsEf€EC
disadvantage. The Centre for Policy Development (2C participation to yield a 1.4 per ceahnualreduction This
predicts thatthis participation leads to a decreased was applied to the incremental number of children
likelihood of leaving school early by ge8 cent accessing the Additional CCS payment to predict an
(childcare)pr 11.4per cent(kindergartemespectively. annual number of children whbecause oparticipation
We assume thaheseearly school leaveare highly in ECEQ@lo not become disengaged. iStwas then

likely to becomelisengaged youthin the rural areas; multiplied by thdifetime cost ofyouth disengagement
costng thegovernment $,360per annum eackMitchell
Institute, 2017).

Source: SGS Economics & Planning, 2022.

5.4 Performance results

Overarching assumptions

Overarching assumptions for the discounted cashflow analysis are as follows:

Values 2022, real (i.e. no escalation)
Timeframe 10years (203 to 2032)
Discount rate 7% real.

Performance results

Commonwealtlgovernment costs 37.2 27.2
Victorian government costs 9.0 9.0
Local governmeritoperator costs 0.6 0.5
Rural ECEC user costs 222 16.2
Total incremental costg$million) 68.9 52.8
Rural child education benefits 6.1 4.5
Rural career income gains 63.5 46.3
Rural business profit gains 26.4 19.3
Rural reducedocial disadvantage benefits 0.1 0.1
Total incremental benefitg$million) 96.2 70.1
Net benefits ($million) 27.3 17.3

SGS ECONOMICS AND PLANENWELING EARLY CHILDHEDQIZATION & CHILDCARE IN RURAL AREAS 41



OFFICIAL

Present Value

Total Value

($million) ($million)

Benefit Cost Ratio (BCR) 1.3

Source: SGS Economics & Planri20g2.

A definition of NPV and BCR and how to interpret thgaroisded below.

TABLB CBA PERFORMANCE MEASURES

Performance measure Estimation method Decision rule

Net Present Value (NPV) A number generated by deducting the
present value of the stream of costs
from the present value of thetream of
benefits, (with the present value of - The greater the NPV the better.
costs and benefits determined by usir
an appropriate discount rate).

Accept options with a positive NPV
Reject options with a negative NPV

Benefit Cost Ratio (BCR) Ratio of discounted present day - Accept options with a BCR > 1
benefits over discounted present day

Reject options witha BCR < 1
costs.

- The greater the BCR the better.

Source: SGS Economics & Planr6g2

Sensitivity analysis
This sectiomssesses hothie NP\¢and BCRchangebased on varying assumptions.

Pessimistic and optimistic assumptions are contrasted below in comparison to the original assumptions.

TABLEOSENSITIVITY TESTS

Variable Original Pessimistic Optimistic
assumptio assumptio assumption

T1¢ Discount rate 7% real 10% real 4% real
T2¢ Cost of developingne new facility $1.5M $2.0M $1.0M
T3¢ Wageincreaseso ECE@ducators 25% 35% 15%
T4¢ Uplift in lifetime earnings 0.50% 0.25% 0.75%
T5 ¢ Proportion of families increasing their level of employme 60% 40% 80%

Source: SGS Economics & Planri2082
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The impact of these chang@sassumption2 y (G KS LINRP2SO0GaQ bt+a FyR
figuresbelow.

T1¢ Discount rate 17.3 12.1 28.2
T2¢ Cost of developing one new facility 17.3 14.3 20.3
T3¢ Wage increases t8CEC educators 17.3 15.9 18.7
T4¢ Uplift in lifetime earnings 17.3 15.2 19.8
T5 ¢ Proportion of families increasing their level of employment 17.3 (4.5) 39.2

Source: SGS Economics & Plani20g2.

T1¢ Discount rate 1.33 1.25 12.1
T2¢ Cost of developing one new facility 1.33 1.26 1.41
T3¢ Wage increases to ECEC educators 1.33 1.29 1.36
T4¢ Uplift in lifetime earnings 1.33 1.29 1.38
T5 ¢ Proportion of families increasing their level of employment 1.33 0.91 1.74

Source: SGS Economics & Plan0@2.

5.5 Distributional analysis

The table below identifies thgarties that are impacted Bach of the incremental costs and benefits
included in the analysis above. It shdlat the costs are disproportionately large to the

Commonwealth and Stagpvernmentsand the rural users of ECEC services. The benefits, on the other
hand, are confinedotrural carergwho become workers), rural business owners and children.

Thesebeneficiaries, without the proposed interventions, will continue to face locational disadvantage
due to the scarcity dECEC servicasrural Victoria.
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Costs

Commonwealtlgovernment costs 27.2 Commonwealtlgovernment
Victorian government costs 9.0 Victorian government
Local government costservice operators 0.5 Local governmetitservice operators
RuralECEQ@ser costs 16.2 RuralECEQsers
Benefits

Rural child education benefits 4.5 Rural children
Rural career income gains 46.3 Rural workers
Rural business profit gains 19.3 Rural business owner
Reduced social disadvantage 0.1 Commonwealth & Victorian Governmeni

Source: SGS Economics & Plan0g2.

5.6 Community welfareconclusions

The cost benefit analysis has:

Estimated unmet demand levels BB€EGervices across Buloke, Gannawarra and Loddon Shires

Costed the servicing of this unmet demand, based on existing service delivery costs in Gannawarra,
and assuming an optimal delivery model of integr&€dE Centre-based services is offered, and

Escalatd existing service delivery costs to account for each of the specific interventions proposed.

These costs are then compared with the benefits of servicing unmet demand. These benefits are well
backed with research evidence and include the improved:

Educaipn outcomes of rural children that atteftCEGervices
Workforce participation and earnings enjoyed by freed up carers of rural children
Profits generated by rural business that employ the expanded rural workforce

Reduced disadvantage for at risk rukdldren that participate it CEGervices.

The cost benefit analysis shows that implementing the proposed interventions will increase economic
welfare levels in the rural areas of the Loddon Mallee; meaning the proposed interventions are worthy
investmentsor government.

They show that the benefit$70.1M) generated by the proposed interventions outweigh the costs
($52.8M) generanga:

Net PresentValue (NPV) of $17.3M and
Benefit Cost Ratio of 1.3.
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7. AppendixA: Modified Monash Model
OdaaatcglL OHAMOMU

FIGURE1AUSTRALIA BY MMM CATORGORIES (2019)

Metropolitan
Regional centres

Large rural towns
Medium rural towns

Small rural towns

Remote communities

MM7 Very remote communities

Source: Department of Health (2022)
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