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Planning the early childhood education and care workforce
	Key points

	· As part of their commitments under the National Partnership Agreement on the National Quality Agenda for Early Childhood Education and Care, governments are developing an Early Years Development Workforce Strategy.

· The role of a workforce strategy is to support appropriate supply of staff in order to ensure effective service delivery. In the early childhood education and care (ECEC) sector, this means attracting, training and retaining the significant number of additional workers that will be required in order to achieve the agreed goals of the Council of Australian Governments (COAG).

· Governments have already implemented policies to subsidise ECEC training and to support existing staff. As part of the National Partnership Agreement on Early Childhood Education, all state and territory governments have agreed to put in place workforce policies to ensure universal access to preschool is achieved. 

· While most workforce planning policies focus on the availability and affordability of training, there are a few examples of employment incentives, such as one-off payments to qualified workers in hard-to-staff locations. 
· However, there is little in the way of evaluation to determine which type of policy is most cost-effective and most appropriate to achieving COAG’s ECEC goals. Evaluating existing policies to determine the most cost-effective options should be a priority in the design of the Early Years Development Workforce Strategy.
· Study participants suggested wage subsidies as a possible solution for the sector’s workforce challenges. However, without appropriate targeting, these subsidies may not achieve their goals.
· All jurisdictions have used waivers to allow ECEC services to continue operating despite shortages of qualified staff. If permanent waivers are to be used as a workforce planning tool, this may have detrimental effects on service quality.
· Lack of consistent data can impose additional challenges for workforce planning. There are a range of strategies governments might consider to enhance data collection.

	

	


The successful implementation of the Council of Australian Governments’ (COAG) early childhood education and care (ECEC) reforms will depend on the sector’s workforce. Implementing the reforms will require sufficient workers to enter, train and remain in the ECEC workforce, so that there is adequate supply of qualified workers to match the increased demand resulting from the reforms. The existing training, recruitment and retention difficulties in ECEC, discussed in previous chapters, pose challenges for the reforms. These will be particularly prominent with respect to hard-to-staff rural and remote services (chapter 9) and Indigenous-focused services (chapter 14). 
Governments have committed to undertake workforce planning in the national partnership agreements underpinning the ECEC reforms. The National Partnership Agreement on the National Quality Agenda for Early Childhood Education and Care (NQA) includes the requirement to develop a national Early Years Development Workforce Strategy (EYDWS) (COAG 2009f). The National Partnership on Early Childhood Education (NPA ECE) also discusses the need for workforce planning (COAG 2009d). 

Governments have agreed that the EYDWS will set out options to:

… provide for an adequate supply of qualified workers to support the [National Quality Agenda], as well as examine options for improving educational leadership in the sector … [it will] address the availability of nationally consistent workforce data, attraction and retention approaches, policy directions underpinning qualifications, and the particular workforce issues confronting rural and remote locations. (COAG 2009f, p. 48)

The development of a workforce strategy was supported by a number of study participants (LHMU, sub. 55; Municipal Association of Victoria, sub. 68; NATSEM, sub. 39). However, the Department for Communities (WA) pointed out that:

Where government has a direct role in provision of early childhood development services, including employment of the workforce, there is increased capacity for workforce planning. However, where the sector is largely market driven, as is the case in child care provision in Western Australia, it is more difficult for government to play a role in workforce planning. (sub. 59, pp. 5–6)
In all jurisdictions, employers of ECEC staff will play an important part in the development, implementation and funding of the workforce strategy. Many existing staff will need to upgrade their qualifications, and they will need support from their employers. Management strategies — including recruitment, wages offered, mentoring and training, and the structuring of staff positions — also have an effect on the workforce (Bretherton 2010). 

ECEC services respond in different ways to labour market challenges. This can depend on the size of the service: 

Positive retention strategies are providing continued learning and development opportunities and career progression. Larger organisations like SDN have the ability to implement such strategies where stand-alone services would struggle. (SDN Children’s Services, sub. 31, p. 5)
As part of the terms of reference for this study, the Commission has been asked to provide advice on workforce planning. Current planning measures are discussed below, as well as implications for the future EYDWS.

Responsibility for the Early Years Development Workforce Strategy

The Early Childhood Development Working Group (ECDWG) is required to undertake work on implementing the NQA and the NPA ECE for the Ministerial Council for Education, Early Childhood Development and Youth Affairs. The development of the EYDWS is a part of the ECDWG’s responsibility (MCEECDYA nd).

The ECDWG, formed within the Department of Education, Employment and Workplace Relations with representatives from all States and Territories, reports to the Australian Education, Early Childhood Development and Youth Affairs Senior Officials Committee, which in turn reports to the Ministerial Council (figure 11.1).
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Figure 11.1

Early Childhood Development Working Group governance arrangements
	
[image: image1.emf]Ministerial Council for Education, Early Childhood 

Development and Youth Affairs

Australian Education, Early Childhood Development 

and Youth Affairs Senior Officials Committee

Early Childhood Development Working Group

National Partnership Agreement 

on Early Childhood Education

National Quality Agenda

Reports to

Responsible 

for




Source: DEEWR, Canberra, pers. comm., 18 April 2011.
In the NQA, COAG has committed to considering the EYDWS in 2010. The results of this process are yet to be made public. Some study participants believed this delay may have a detrimental effect on ECEC services.
Community Child Care is concerned at the delay in the development or release of the Early Years Development Workforce Strategy which was initially promised for 2010. Children’s services across the country are scrambling now to access funding and information to ensure they can fulfil the qualifications requirements of the National Quality Framework by 2014. The lack of a cohesive strategy now is undermining the commitment of the COAG reforms to increase the qualifications of children’s services staff. It is also placing additional stress on employers and employees in the sector who are uncertain whether they should be enrolling in courses now or waiting for a more structured workforce plan from governments. (Community Child Care Co-operative, sub. DR183, p. 16)
11.1
Components of an ECEC workforce strategy
The process for developing a workforce strategy is well established (figure 11.2). The EYDWS should clearly specify its objectives. These include ensuring that sufficient workers enter, train and remain in ECEC to meet the staff‑to‑child ratios and qualification requirements of the NQA and to provide access to 15 hours per week of preschool education to all children in the year before formal schooling. In particular, the strategy would look to address the challenges of attracting sufficient workers to hard‑to‑staff services in rural and remote locations, and Indigenous and non‑Indigenous staff to Indigenous‑focused services. The particular challenges of attracting workers to Indigenous‑focused services are discussed in chapter 14.

The next step in the development of the EYDWS should be identifying labour force gaps, where demand and supply do not balance. The following factors could point to potential labour force gaps: 

· current workforce challenges, such as recruitment and retention, as well as the quality and availability of training  
· factors affecting future demand and supply of staff, including policy reforms

· demand for staffing waivers, where services cannot recruit qualified staff as required by regulations. 

The demographic characteristics of the workforce and existing career pathways (for example, workers moving from one type of ECEC to another, or gaining further qualifications) must also be taken into account. Lack of data on certain areas of the ECEC sector, such as non-mainstream services and occasional care, is likely to make this process more difficult. 
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Figure 11.2

Developing and implementing a workforce strategy
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Source: PC (2005).
Future demand and supply will be affected both by the levels of population growth, and the regulatory intervention in ECEC. The NQA and the NPA ECE will introduce new regulatory arrangements that will affect the labour market. 

· Qualified educators will be in higher demand in long day care (LDC) centres. Unqualified staff — currently over 20 per cent of workers in approved LDC services — will have to undertake training or move to other sectors. Family day care (FDC) educators will be faced with a similar choice.

· Both the NQA and the NPA ECE will increase demand for early childhood teachers. The interplay between the two policies, including timelines and the work requirements imposed on teachers, will have to be considered. 
The extent of increase in demand also depends on the second-round effects of the COAG reforms. The expansion of the workforce will lead to higher ECEC fees, which in turn are likely to lead to lower demand for services and fewer children may attend (chapter 3). As the number of workers is closely linked to the number of children, a drop in demand for services may offset some of the staffing increases required by the new policies (appendix E).
Demand should then be compared to supply, which reflects the available ‘stock’ of qualified ECEC workers and the ‘flow’ of workers who are expected to enter or exit the ECEC sector (
figure 11.3). 

Figure 11.
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Stocks and flows of ECEC workers
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The flow of workers into ECEC is likely to include:

· newly trained workers, including high-school graduates, workers in related sectors, older workers returning to the workforce, and people changing careers

· the ‘reserve’ pool of qualified workers, who are qualified to work in ECEC but are currently working in other occupations or are not in the labour force

· primary school teachers.

At the same time, workers will continue leaving the sector, particularly if they do not wish to undertake training, or if they are offered higher wages elsewhere.

If supply is inadequate to meet demand, the EYDWS should then seek to identify the most cost-effective policy instrument to increase supply. The strategy will need to consider three aspects of labour supply:

· recruiting sufficient numbers of qualified staff to address current shortages and comply with the requirements of the NQA and the NPA ECE

· training staff in line with NQA and NPA ECE regulations

· the retention of staff to ensure optimal use of resources. 

To address labour market imbalances, the most direct policy interventions include training and wage subsidies. Training subsidies encourage students to gain the required qualifications to work in the sector. Wage subsidies can either be offered to individual workers, as direct transfers or tax breaks, or to services, which can receive subsidies to increase staff wages (box 
11.1). 

Do not delete this return as it gives space between the box and what precedes it.
	11. IF 1 = 1 "Box  = 0 "0 IF  = 0 "" "1" 
" "11." 
11.

 SEQ Box \* ARABIC \s 11. IF  = 0 "0 IF  = 0 "" "1" 
" "1" 
1
 
1
" "" 
Box 11.1

What are some economic policy tools?

	There are two main economic approaches to directly improving the financial attractiveness of employment in ECEC and boosting supply in the labour market. The first is to raise the return to workers of participating in the ECEC labour market, and the second is to reduce the cost to workers entering the market.

The first approach is to pay ECEC services to employ additional staff (figure A). This payment can be a wage subsidy paid to employers. It provides ECEC services with an incentive to increase the number of workers they employ (from L0 to L1), and the wage paid to employees increases from w0 to w1 as a result.


[image: image4.emf]Number

of workers

Wage 

rate

w

1

w

0

L

0

L

1

D

1

S

D

2

Number

of workers

Wage 

rate

w

1

w

0

L

0

L

1

D

S

2

S

1

Figure A

Figure B


Reducing the financial and opportunity costs of attending education and training through scholarships or the provision of accelerated training or both, can increase the supply of workers. These policy approaches lower the wage required to attract sufficient workers to meet a given level of demand, as the costs staff have to bear to enter the labour market is lower (figure B).

	

	


Indirect approaches can also be considered. While the examples above focus on changes in financial costs, other non-financial factors can also be important in attracting and retaining workers. Examples of such factors include improving the status of workers, or providing them with professional development and support, easier access to training, more opportunities to experience working in different environments (such as rural communities) and better career paths.
In the recent past, governments have mostly chosen to subsidise training, with fee waivers for some vocational education and training courses, funding for recognition of prior learning and other training subsidies (chapters 3 and 10). Wage subsidies have been used when the Australian Government first intervened in the ECEC market, in 1972. Later, the structure of funding changed, to subsidise costs to parents, rather than wages (Brennan 2007).

Current ECEC workforce policies funded by governments are extensive, and include an array of training subsidies and employment incentives (see current ECEC workforce policies below). Despite this, there has been little in the way of evaluations to determine which type of policy is the most cost effective.

Evaluating the costs and benefits of existing policies should take priority within the development of the EYDWS. The lack of evaluation makes it difficult to determine the best policy approach to resolving labour supply issues. For example, the majority of current policies focus on subsidising training. However, their effectiveness in increasing qualification levels across the sector and ensuring that graduates work in ECEC has not been fully established. 
Finding 11.
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Despite the large number of existing ECEC workforce policies, a lack of evaluation makes it difficult to assess which policy tools will be most effective for the Early Years Development Workforce Strategy.
As a national strategy, the EYDWS will be in a position to consider workforce planning across sectors, such as other community services (chapter 4), as well as across jurisdiction boundaries. For example, the Western Australian Government has been recruiting teachers from Tasmania (Western Australia Department of Education, sub. 44), while the ACT Government reports that its ECEC workforce plans depend to a large extent on developments in New South Wales (Ministerial Council for Federal Financial Relations 2009).
The EYDWS should also take into account the different effects the COAG reforms will have on the various parts of the ECEC sector. Commission modelling suggests that the increase in demand for qualified staff as a result of the reforms is likely to be much stronger in preschool than in LDC (appendix E). Therefore, the EYDWS may need to consider tailoring some of its labour market policies to the different levels of demand across the ECEC sector, as well as the different funding pressures faced by governments, services and users.

Expected changes to the funding structure of the higher education sector may also need to be taken into account when designing the EYDWS. From 2012, universities will receive funding from the Australian Government based on student demand. This will link the level of funding to the number of students enrolling in a specific course and remove other planning controls. Given the relatively low level of demand for early childhood teaching courses, the number of places offered by universities is unlikely to rise (chapter 10). This would exacerbate workforce pressures in the ECEC sector. 

The EYDWS can promote innovative workforce practices. In 2009 and 2010, the Australian Government provided funding for 21 innovative workforce projects. These small-scale projects focused on the delivery of training and professional support programs, and creating links between ECEC services and their staff. Many initiatives focused on Indigenous staff (DEEWR ndm). While these programs achieved their goals, additional funding will be required to examine whether they can be effectively extended beyond their initial target audience. 
The New South Wales Government stated that the EYDWS will consider issues such as professional development, support for workers from culturally and linguistically diverse backgrounds, and the needs of integrated ECEC services (sub. DR326).

An appropriate assessment of the cost-effectiveness of any policy changes implemented as part of the EYDWS should be conducted. This assessment should take into account the direct costs of the changes, as well as the community-wide effects (appendix C). 
Recommendation 11.1
The Early Childhood Development Working Group should ensure that the Early Years Development Workforce Strategy:

· contains clearly identified objectives

· uses sound data on the workforce and clear, robust assumptions about future policies to make projections of expected ECEC workforce demand and supply 

· evaluates the costs and benefits of existing workforce policies to determine the most cost-effective instrument to address supply limitations

· takes into account both direct and community‑wide effects in assessing cost effectiveness.

11.2
Current ECEC workforce policies

Governments have already put in place planning initiatives relating to the ECEC workforce. Some of these policies have been operating for a number of years, while others have been designed specifically to prepare for the upcoming reforms. They seek to draw more workers into ECEC across all levels of qualifications, improve the qualification levels of existing workers, and increase staff retention (table 
11.1). 

Table 11.
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ECEC workforce initiatives
	
	Workforce strategy
	Recruitment policies
	Training 
subsidies
	Retention 
policies

	Australian Government
	Under development
	na
	Available for all qualifications and recognition of prior learning (RPL)
	na

	NSW
	Children’s Services – Quality care for our children (2011)
	na
	Available for all qualifications and RPL
	na

	Vic
	Improving Victoria’s Early Childhood Workforce (2009)
	· Employment incentives in hard-to-staff locations

· Marketing and promotions
	· Available for all qualifications and RPL

· Include funding for backfilling staff
	Mentoring and professional development

	Qld
	Early childhood education and care workforce action plan (2011)
	· Employment incentives in rural and remote areas

· Marketing and promotions
	· Available for teaching degrees and RPL 

· Emphasis on Indigenous, rural and remote areas
	Mentoring and professional development

	SA
	.. a
	na
	Available for all qualifications and RPL
	na

	WA 
	.. b
	na
	Available for teaching degrees and certificate III
	Mentoring for Indigenous staff

	Tas
	.. c
	na
	Available for all qualifications and RPL
	Mentoring

	NT 
	Under developmentd
	Marketing and promotions
	· Available for teaching degrees and certificate III 
· Support for Indigenous students
	na

	ACT
	Supporting Quality Early Childhood Education and Care (2011)
	na
	Available for teaching degrees and certificate III
	Professional development


a Workforce development is a goal under South Australia’s Action Plan for Early Childhood and Child Care (Government of South Australia 2007). The South Australia Government has also established an ECD workforce taskforce (Government of South Australia, sub. 66). b The development of ECEC services is a goal under the Skilling WA strategy (DTWD 2010). c The Whole of Government Policy Framework for the Early Years (Department of Premier and Cabinet (Tasmania) 2005) identified workforce development as a priority. 
d The Northern Territory Department of Education and Training is developing the NT Wide Early Childhood Workforce Plan (DET NT 2011c). .. Not applicable. na Not available.
Sources: Children’s Policy and Regulation Unit (ACT) (2011); DET NSW (2011); DEECD (2009); DET NT (2009); DoE Western Australia (2011c); DECS (2011b); Queensland Government (2011a).
Interim waivers as a workforce planning tool 
In addition to supporting the workforce in undertaking training, all states and territories have been issuing temporary waivers to ECEC services that have been unable to recruit the number of qualified staff required by legislation. Across Australia, 10 per cent of ECEC services hold waivers (chapter 3). The incidence of waivers differs markedly by jurisdiction and by service type (table 11.2). 
Table 
11.2
ECEC services holding staffing waivers, by jurisdictiona
	
	Long day care
	Occasional care
	Outside school hours care
	Preschool
	Total 

	
	Per cent
	Per cent
	Per cent
	Per cent
	Per cent

	NSW
	8
	11
	12
	9
	9

	Vic
	4
	–
	15
	3
	7

	Qld
	5
	30
	8
	7
	6

	SA
	9
	–
	30
	14
	19

	WA
	8
	13
	10
	8
	8

	Tas
	55
	–
	14
	2
	17

	NT 
	43
	na
	13
	32
	28

	ACT
	57
	67
	36
	13
	38


a No waivers were reported for family day care services. na Not available. – Nil or rounded to zero.  
Source: Productivity Commission estimates based on unpublished DEEWR data.
The share of services holding waivers increases with remoteness. In remote and very remote areas, 33 per cent of LDC services hold waivers, compared with 7 per cent in major cities. In Tasmania, for example, nearly all waivers were issued to services outside major cities. For preschools, however, waivers are least likely to be issued in inner regional areas (DEEWR ndf). 

At the same time, the number of staff working in exempt positions remains small as a share of the total ECEC workforce. Across Australia, 1.3 per cent of the LDC workforce and 2.4 per cent of the preschool workforce are employed in positions that require higher qualifications than those they hold. While shortages of qualified staff may be acute in some areas, the absolute number of staff required to address these shortages under current regulations is small. For example in the ACT, recruiting an additional 123 qualified workers, or 7.5 per cent of the total ECEC workforce in that jurisdiction, would be sufficient to resolve all waivers (DEEWR ndf). 
Workforce planning for the NPA ECE

The bilateral agreements signed by all states and territories with the Australian Government as part of the NPA ECE include detailed plans for the early childhood education workforce. Strategies differ by jurisdiction, but mainly focus on increasing the number of 4-year-qualified teachers (required specifically in the NPA ECE to deliver preschool programs) by either providing scholarships to students or supporting staff in upgrading their qualifications. There are also a few examples of employment incentives offered to services or individual staff members (table 
11.3).

In New South Wales, the Teacher Costs Contribution Scheme will offer a one-off payment of between $6000 and $8000 to all services that employ early childhood teachers. An additional $1000 will be payable for services in remote areas. The payment will be offered for each teacher employed. Though in the bilateral agreement the scheme was intended to operate for more than one year, it has been scaled back recently and will only be offered in 2011-12.

Services can use the payment to offset the cost of employing a teacher, or to fund recruitment and retention incentives or professional development, including upgrading qualifications (Department of Education and Communities NSW nd). Study participants expressed concern that the policy will not be sufficient to address the difference in pay between teachers in ECEC and those working in schools (Community Connections Solutions Australia, sub. 75). The Independent Education Union of Australia suggested doubling the subsidy amounts offered to not-for-profit centres, and requiring the subsidy to be used to increase wages (sub. 50).
Victoria and Queensland are offering targeted subsidies. 

· The Victorian Government offers incentives to early childhood teachers and diploma-qualified staff who take up positions in hard​-to-staff locations. Teachers can receive up to $12 000 if they commit to work in these locations for a minimum period of time (DEECD 2010d). Since the policy has been put in place, 10 teachers have received the incentives (Victorian Government, sub. 87). 
· Queensland offers incentives that combine scholarships to teachers with wage supports for employers. As part of the Early Childhood Teacher Scholarship Program 2011, teachers with 3-year degrees who are currently employed in an ECEC service can receive a scholarship to upgrade their qualification to a 4-year degree. The state government will pay 50 per cent of their salary during their studies (Queensland Government 2011b). Study participants questioned the effectiveness of the policy in addressing teacher shortages (Queensland Catholic Education Commission, sub. 13). 
Table 
11.3
Jurisdictional workforce strategies for the NPA ECE 
	
	Commitments included
 in the bilateral agreement 
	Progress reported in the 2009 annual reports on implementation of the NPA ECE

	NSW
	· Teacher Costs Contribution Scheme – an amount will be payable to every licensed centre‐based or mobile service in NSW employing an early childhood teacher
	· The Scheme will operate in the 
2011-12 financial year, following consultation with stakeholders

· Enhancing data collections and qualification assessment systems



	Vic
	· Focus on retaining, and later upskilling, 3-year trained teachers as part of the Improving Victoria’s Early Childhood Workforce strategy 


	· Continuing to implement the workforce strategy

	Qld
	· Provide scholarships to encourage ECEC staff to upgrade to teaching qualifications
· Work to encourage qualified teachers to work in ECEC settings (particularly long day care)
	· Designing scholarships policy

· Providing targeted subsidies to attract and retain qualified teachers in rural and remote areas
· Supporting primary school teachers to enter the ECEC workforce



	SA
	· Recruit additional 4-year trained teachers

· Upskill 3-year trained teachers currently working in government preschools
	· Commenced scholarships for existing teachers

· Designing a new in-service course for teachers, which includes a recognition of prior learning process



	WA
	· Recruit additional teachers and assistants

· Develop scholarships, and work with universities to provide recognition of prior learning arrangements and early childhood conversion courses


	· Provided early childhood scholarships to staff undertaking bachelor degrees

· Funded a recognition of prior learning process for preschool assistants 

	Tas
	· Increase the number of teachers specialising in early childhood


	· Developing course options for teachers

· No shortage of early childhood teachers was noted 

	NT 
	· Increase the number of early childhood teachers with 4-year degrees


	· Commenced discussions with education providers to provide incentives to teachers

· Improving recruitment strategies and teacher allocations in schools



	ACT
	· Increase the number of early childhood teachers with 4-year degrees


	· Supporting primary school teachers to gain an early childhood qualification

· Funding certificate III training for preschool assistants


Source: Ministerial Council for Federal Financial Relations (2009); DEEWR (ndg).
An early evaluation report of the NPA ECE found that ‘virtually all’ jurisdictions have met their workforce development targets in 2009 (Urbis 2010,
p. 94). However, the report did not assess the various strategies employed by the states and territories to achieve these targets. This may be due to the fact that the evaluation was undertaken very early in the implementation of the NPA ECE. The Australian National Audit Office has currently conducted an audit to assess the implementation of the NPA ECE (ANAO 2011), and a review focusing on the funding structures has also been undertaken (MCEECDYA 2011b). Future evaluations of the NPA ECE may be useful in determining the most cost-effective workforce strategies in different institutional environments.  
11.
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Implications for the Early Years Development Workforce Strategy
The existing ECEC workforce policies lay the foundation for the development of the EYDWS. The Department of Education, Employment and Workplace Relations argued that:

… workforce development remains critical to the success of the early childhood reform agenda. The Australian Government is committed to working with states and territories to develop a national Early Years Workforce Strategy. The Strategy will complement and build upon existing Commonwealth, state and territory government measures aimed at improving the supply and quality of the early childhood education and care workforce. (sub. 86, p. 35)

The choice of the most appropriate policies to achieve the EYDWS goals will depend on cost–benefit considerations and the ECEC quality goals that governments aim to achieve. Different workforce policies may have different effects on ECEC quality. For example, research suggests that increasing staff qualifications has a positive effect on the outcomes of children attending ECEC (appendix C).
 On the other hand, waivers have been shown to have a potentially negative effect on quality (chapter 3). From 2012, the NQA will introduce permanent waivers that are not currently offered by state and territory regulators. If permanent waivers were to be used as a workforce planning tool in the face of persistent shortages of qualified staff, this may have detrimental effects on service quality, and hence the implementation of the COAG reforms. As waivers are currently most common in remote areas, this may further contribute to exacerbating the gaps affecting disadvantaged children, compared with other groups in the community. 
Training subsidies: does supply match demand? 

Training subsidies lower the cost of entering the ECEC sector and they can be effective in increasing the supply of qualified workers. Their effect on wages — which influence future recruitment and retention rates — is more difficult to determine. As more workers are expected to enter the field, increased supply may lead to lower wages; at the same time, the higher levels of qualifications that staff hold are expected to lead to an increase in wages. 

For staff who have already gained the qualifications, however, the subsidies act to indirectly reduce wages, by increasing the supply of qualified labour at any given wage level. 

Training subsidies are delivered in a number of ways. 

· Fee waivers are the most direct form of intervention, and are expected to generate a relatively rapid increase in enrolments for the courses that governments support. The result in the labour market depends on completion and retention rates. There is, however, a risk that training subsidies entrench high turnover rates in the ECEC sector, as more people complete qualifications only to leave the sector shortly after graduation. The increase in enrolments can also have implications for the quality of training (chapter 10). 
· Student loan waivers or discounts require individuals to complete their qualification and work in a specific location before they benefit from a subsidy. While this option is likely to have a more modest effect on enrolments, the impact on the labour supply may be more pronounced as graduates must work in the sector for a period of time. 

· Training institutions receive government support to offer relevant courses (chapter 10). In this case, the impact on the labour market will depend on the wages graduates can expect, and the extent to which they offset training costs. 

Current ECEC training subsidies offer different levels of support for various qualification levels. The support offered is not always targeted towards the parts of the workforce where shortages are most pronounced (figure 
11.4).

Student subsidies: focusing on diploma studies

The most generous subsidies are offered to individuals undertaking studies towards a Diploma in Children’s Services, under the National Partnership Agreement on TAFE Fee Waivers for Child Care Qualifications. Students who undertake a diploma or an advanced diploma at TAFE institutes or government training providers are exempted from regulated course fees until 2013-14 (COAG 2009g). The total cost of the fee waivers is expected to reach $115 million over four years (DEEWR ndj).
Figure 11.
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Career pathways in ECEC
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a(Subsidies are available in some jurisdictions for diploma holders who are undertaking studies towards a teaching degree.

This policy has been successful in attracting more students to diploma courses — between 2008 and 2009, the number of students increased by 57 per cent to over 20 500 (CSHISC 2011). However, in the past, only 20–25 per cent of enrolled students completed the qualification (Watson 2006), and completion rates may decline further as enrolments expand.

Given low completion rates, and the fact that graduates are not required to work in ECEC once they receive their qualification, the fee waiver policy may not lead to a sufficient increase in diploma-qualified staff working in ECEC services. Therefore, funding may be required beyond 2013-14.
The level of support offered to students of early childhood teaching degrees is lower than for diplomas, despite low supply and the fact that demand for teachers is set to increase substantially as a result of the NQA and the NPA ECE. Students are only able to access financial support after they graduate, via benefits that reduce their HECS-HELP repayments. Benefits are larger for graduates who work in disadvantaged communities (chapter 5). 

The Australian Government is funding 1500 additional university places for early childhood students, though this will not affect student fees. However, due to the different wages and conditions offered in the school sector (chapter 5), ‘recent increases in the number of places in university teaching programs may not translate into additional teachers in the early childhood education workforce’ (MCEECDYA 2011b, p. 23). There are also concerns about pathways for staff holding diploma qualifications who wish to obtain a university degree (chapter 10).
Governments also provide a range of other support for vocational education and training (VET), which can assist students to undertake certificate courses in children’s services. Despite these subsidies, certificate courses generally require some co-payments from students, either directly through course fees or indirectly through the lower wages offered to students undertaking traineeships. Co-payments may be beneficial in promoting completion rates, as students may be reluctant to forego the fees already paid. They also appear to have a positive effect on retention (chapter 10). 
Training subsidies for unqualified ECEC staff

In most jurisdictions, unqualified workers in ECEC services can access funding to undertake certificate III courses, or access the recognition of prior learning process. A number of study participants called for the Australian Government to cover the cost of certificate III courses for existing staff, and particularly family day care educators (Family Day Care Australia, sub. DR211). The Australian Services Union argued that: 

It is unrealistic and unfair to expect the 43% of the workforce without post high school qualifications to foot the bill for qualifications. (sub. DR213, p. 3) 
Further evaluation of current training trends is required before extending the subsidies offered to unqualified staff. Between 2006 and 2010, the number of unqualified ECEC staff undertaking studies has grown by 57 per cent. During the same period, the number of unqualified staff who were not studying remained almost unchanged (Productivity Commission estimates based on unpublished DEEWR data). This suggests that the existing support mechanisms, in conjunction with changes in recruitment practices within the ECEC sector, have led to a substantial increase in staff training. As the NQA further cements the requirements for qualifications, the ongoing increase in training is likely to continue.
The Australian Government is offering subsidies for training directly to ECEC services in disadvantaged areas. Eligible services will receive a one-off grant of $5000 for training or professional development for staff, to subsidise the cost of backfill staff or to fund other improvements in line with NQA requirements (Ellis 2011). 

Barriers to effective policy
The effectiveness of training subsidies in increasing the supply of appropriately qualified staff is heavily influenced by conditions in the education market, as well as the ECEC labour market.
· For students in the vocational education and training (VET) sector, the variable quality of registered training organisations affects the services delivered by graduates. Governments have employed various tactics to address this issue (chapter 10). 

· For staff upgrading their qualifications from a certificate III to a diploma, the increase in wages may not be commensurate with the increase in responsibilities (chapter 4). This may lead to high turnover and low retention within ECEC, which may limit the effect training subsidies have on the supply of qualified staff in the sector.
· For students undertaking early childhood education studies at universities, the pay gap between ECEC and the school sector may affect their eventual employment decisions (chapter 5). Offering more generous support to students in early childhood teaching degrees who commit to working in LDC centres may help to address this issue. 

· After students complete their chosen course, the working conditions in the ECEC sector may lead to high turnover. Funding for certificate III and diploma level courses does not require graduates to remain in the sector for a minimum period of time. This may limit the effectiveness of training subsidies in increasing the supply of qualified ECEC staff. As a result, there may be limited return to governments’ investment in training subsidies. Alternative types of subsidies can be considered to maximise the effect on labour supply. For example, subsidised fees for diploma students can be delivered via the VET FEE-HELP program, similar to the discounts available to students who complete teaching degrees and then go on to work in the sector. 
The Health and Community Services Workforce Council cautioned that:

Initiatives to increase the supply of ECD workers have often resulted in high churn in industries with many people being trained but only a small proportion of these staying in the industries. This will only be addressed if workforce planning is perceived as more than training: training is one part of workforce planning and development and a primary focus on training and qualifications often discounts other critical factors such as remuneration, career pathways and the undervalued nature of the sectors. Workforce planning must embrace the integrated nature of the system and include the development of mentoring programs, career pathways, ongoing professional development opportunities and relevant skills sets for specific areas. (sub. 56, pp. 13–14)
Finding 11.2
Funding for certificate III and diploma courses does not require graduates to remain in the sector for a minimum period of time. This may limit the effectiveness of training subsidies in increasing the supply of qualified ECEC staff. Alternative subsidy structures, such as those that are offered to students undertaking teaching degrees, can be considered to maximise the effect on labour supply.
Wage subsidies: mixed results overseas 

Wage subsidies are the other policy option available to governments in order to boost the supply of qualified ECEC staff. Low wages have been named by many study participants as a major reason for the ECEC sector’s workforce challenges. Despite substantial government funding to the sector, wages for ECEC staff remain low (chapter 4). A substantial increase in the supply of qualified staff, as required by COAG’s reforms, may be difficult to achieve under these circumstances. 

Unlike training subsidies, which aim to increase the number of qualified workers, subsiding wages focuses on improving the retention of qualified staff. This prevents the need to generate a constant stream of qualified workers to replace those leaving the sector, and may also enhance productivity and quality. Training subsidies may also improve labour supply by encouraging more people to complete an ECEC qualification and work in the sector. 
While universal subsidies may not be best suited to achieving policy goals, subsidies that are targeted to hard-to-staff ECEC services, such as those operating in rural and remote locations, may be beneficial. In the few instances where wage subsidies are offered by Australian governments, these are targeted to specific population groups or to areas that experience substantial recruitment and retention problems.
 One recent example is the General Practice Rural Incentives Program, which forms part of the 2009-10 Rural Health Workforce Strategy. General practitioners working in rural and remote communities are eligible for payments of between $2500 and $47 000 for each year of service (DHS 2011).

While none of the existing ECEC workforce policies directly subsidise wages, the recruitment and retention incentives offered in some jurisdictions may provide some indication as to the cost effectiveness of such policies. Some of the current policies are targeted, as is the case in Victoria and Queensland, while others, such as the Teacher Costs Contribution Scheme in New South Wales, are offered universally. 

Universal wage subsidies have been suggested by a number of study participants as a solution to the workforce issues in the ECEC sector (Community Child Care 
sub. DR212, Community Child Care Co-operative, sub. DR183, Independent Education Union of Australia, sub. DR163, NSW early childhood teachers, 
sub. DR199). United Voice has put forward a plan for wage subsidies, which calls on governments, unions and employer representatives to agree on a ‘professional wage’ for all ECEC roles. According to the United Voice plan, governments would provide funding to increase wages in the sector from the levels specified in awards to the new ‘professional wage’. This funding would only be offered to services that negotiate enterprise agreements based on the ‘professional wage’ (sub. DR166). 

However, universal subsidies may fail to offer appropriate support to ECEC services that face the most substantial recruitment and retention challenges, while directing funds to services that are competing successfully in the labour market. This is because offering the subsidies to all staff and services would require governments to allocate limited resources across the entire ECEC sector. 

There are a number of other options to deliver wage subsidies.
· A career and wage ladder, similar to the structure used in some states in the United States. This subsidy provides benefits to ECEC workers that are calculated based on their qualifications, years of experience and recent professional development activities, and can be delivered as hourly increments to their wage or as annual lump sums (NCCIC 2008). In Washington State, where priority was given to staff working with disadvantaged children, this policy was linked to higher quality in ECEC services. Similar results were reported in centres sponsored by the US Military, where teachers who do not participate in continuous professional development are at risk of losing their jobs (Moon and Burbank 2004). A potential risk associated with this policy is higher regulatory and administrative burden on services and individual staff, as they apply for the wage subsidies. 
· Tax breaks, such as special income tax rates or offsets, beyond the usual deductions available to all education professionals, including those working in early childhood (ATO 2011b). The compliance and enforcement costs of such a subsidy may raise substantial challenges.  
· Using the historical model of childcare funding, under which ECEC services received 75 per cent of the wages paid to their qualified employees as a subsidy from government. No additional subsidies were offered to parents under this policy (Brennan 2007). Given the relatively low wages that are currently prevalent in the Australian ECEC sector, wage subsidies may not be more expensive than the existing parent subsidies — in 2008-09, ECEC services spent $2.5 billion on labour costs (ABS 2010c), less than the $3.1 billion spent on childcare subsidies (DEEWR 2011e). This model represents a significant departure from current funding structures, and such a transition would require careful planning and consideration. 
When used recently in the United States and Canada, wage subsidies had varying degrees of success. Evaluations of these programs showed that targeted wage subsidies that were closely linked to qualifications and quality enhancements appeared to be more successful in increasing retention and quality than universal programs. However, their effect on total ECEC labour supply has not been measured (
box 11.2).
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	Box 11.

 SEQ Box \* ARABIC 2
Wage subsidies in the US and Canada

	Wage subsidies have been offered in recent decades in some states in the United States and some of Canada’s provinces and territories. In both cases, the subsidies aimed to lift low wages and retention rates in the ECEC sector. The policies have been very different in their design and success rate. 
Canada has no central funding system for ECEC, with each province and territory putting in place a different structure. Most favour supply-side funding, including training and wage subsidies, while others offer subsidies to parents. The wage subsidies are offered to ECEC services, rather than to individual staff. They apply universally to all staff, and are not always linked to qualification levels or length of service. 

Despite the subsidies, wage increases were only observed in a small number of 
areas. In some cases, where subsidies were not linked to the level of staff qualifications, they had the effect of increasing the number of unqualified staff hired, as the subsidies covered a larger share of their wages. In addition, the widespread use of 
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Box 11.2
(continued)

	waivers meant that employers could continue operating without hiring qualified staff. Researchers suggested this has kept wages low across the sector (CCHRSC 2009). 

In the US, wage subsidies were found to be effective in retaining ECEC employees and increasing their average educational attainment (Park-Jadotte, Golin and Gault 2002). Twelve states offer different subsidy programs, usually targeted specifically to individual staff. Benefits are linked to qualifications, and in some cases require staff to upgrade their qualifications over time. Staff are required to remain at their current centre for a minimum amount of time. Montana and Oklahoma also link the subsidy to the quality level achieved by the centre. States have put in place various measures to ensure program costs remain reasonable (NCCIC 2008). 
Some researchers imply that these methods are more effective in raising wages than training subsidies and professional development programs (Whitebook and Eichberg 2002).

	

	


Before considering the introduction of wage subsidies, governments need to assess the dynamics of the ECEC labour market and determine whether lifting wages for all ECEC workers is likely to have a positive effect on supply. A universal subsidy may improve retention, but it is unlikely to resolve long-term workforce issues. However, a more targeted approach to wage subsidies may support recruitment and retention in hard-to-staff locations. 
11.4
Data requirements for the Early Years Development Workforce Strategy

The EYDWS requires data on the extent and location of current and future supply in the ECEC workforce, and data to inform the choice of policy instrument to induce additional supply if required. Data are also required to inform policy makers as to the likely response of household demand for ECEC services to any policy changes (as this will subsequently affect workforce demand). There is a considerable volume of data already available to policy makers (appendix B). However, a number of study participants have identified areas where they consider current data collections to be inadequate (box 
11.3).
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	Box 11.3
Participants’ views on data

	Many participants expressed concern regarding the quality of ECEC workforce data. Some participants noted that there were gaps in existing data collections.
Until there is a consistent data collection system implemented nationally, there will continue to be great gaps in collecting this information. (KU Children’s Services, sub. 26, p. 5)

Being able to accurately quantify the extent of current workforce shortages … is very difficult. The lack of specific research data contributes to this difficulty. (City of Greater Geelong, sub. 20, p. 6)

The Secretariat of National Aboriginal and Islander Child Care argued that there was a lack of workforce data on Indigenous ECEC workers.
There is minimal comprehensive data on our sector and we suggest a major data collection exercise be undertaken on the sector to identify our workers, their qualifications and needs. (SNAICC, sub. 29, p. 12)

The Western Australian Department of Education argued for greater consistency in workforce data.
[The Australian Government should] improve national consistency of early childhood education and care workforce data, and the collection, processing, and provision of this data. (sub. 44, p. 15)

And data on the movement of qualified workers within the community are necessary.
Data is required to determine the extent to which people participating in [ECD courses wholly funded by the Australian Government] … move into or remain in the child care workforce. (Department for Communities (WA), sub. 59, p. 2)

	

	

	


Comprehensive data on the ECEC workforce is available in the form of the National Early Childhood Education and Care Workforce Census, although the 2010 census excludes non-mainstream services (and therefore Indigenous‑focused services) (chapter 14). The Australian Census of Population and Housing is useful for analysing the total stock of workers outside the ECEC sector and their motivations to enter and exit the ECEC sector. However, the existing publicly accessible datasets (the confidentialised unit record files) are not sufficiently detailed to allow such analyses in support of a future ECEC workforce strategy.

The NQA and the NPA ECE require data collection and monitoring. There is also a large body of administrative data. However, access to consolidated datasets remains difficult. While the ABS community services survey (ABS 2010c) provides some cost data, there are gaps in these collections. These gaps could be addressed by extending the National Early Childhood Education and Care Workforce Census. However, ECEC services already face considerable regulatory burden, and requiring extra data collection would add to this burden.

Recommendation 11.

 SEQ Recommendation \* ARABIC 2
To support the development, monitoring and evaluation of the Early Years Development Workforce Strategy, governments could usefully consider:

· improving access to the National Census of Population and Housing

· incorporating ECEC service costs in the National Early Childhood Education and Care Workforce Census.

�	While the research supports the notion that teaching degrees are important for children’s outcomes, the evidence on course duration is less conclusive (appendix C). This may prove important given the various types of teacher qualifications in different jurisdictions.


� 	Wage subsidies are available to employers of workers with a disability or eligible Indigenous workers (DEEWR 2011l, 2011t).  
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