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1.1

1.2

1.3

1.4

Introduction

Wavehill were commissioned in November 2021 to undertake an evaluation
of two childcare business support grants designed to encourage new
entrants and support existing providers to expand provision, thereby
addressing a longstanding capacity issue within the childcare sector. The
two grants were funded by the Welsh Government and administered by

Business Wales from September 2019 to September 2021. They consist of:

e Childminder Start-up Grant: support of up to £500 for individuals

wishing to start a new childminding business.

e New Employee Grant: grant support for registered day care providers
with £2,000 provided for each new employee taken on through the

scheme.

Research Objectives
This section outlines the agreed aims and the research questions that flow
from them. It draws from the Contract Specification, conversations with the

Client team (including at Inception), and scoping interviews.

The evaluation was commissioned to help the Welsh Government to
understand the effectiveness of these two grants in increasing workforce
capacity across the sector and the creation of additional childcare

places. Additionally, the evaluation was tasked with understanding:

e Beneficiaries’ experiences

e Enablers of and barriers to increasing capacity

e The impact of COVID-19

e Whether the targeting of these grants is the most effective way in which

to increase workforce capacity and the number of childcare places

Key Evaluation Questions Listed in the Specification
Key research questions for the evaluation were as follows:

Administration of grants
e How were individuals made aware of the Business Wales grants?

e Was information on the grants easy to find?



How easy was the application process?
How easy was it to provide the evidence required to receive the funding?
Were there any barriers to applying for or claiming the funding for the

grants?

Impact of grants

What are the profiles of grant recipients (geography, size, etc.)?

What do the profiles tell us about how the grants were accessed, the spread
across Wales, and the provider type?

How useful did recipients find the grants in achieving what they were
intended to?

Did the grants support the sustainability of the setting?

Are those who were supported by the grants or their provider still
operating/employed in the childcare sector?

What were the implications of COVID-19 for the grants and their

effectiveness?

For the Childminder Start-up Grant specifically

How many childminders has the Childminder Start-up Grant supported?
How many additional childcare spaces have been created (per post and
setting)?

What did childminders use their grant funding for?

Was the Childminder Start-up Grant a motivator for registering as a
childminder? Did the grant enable them to overcome any barriers to

becoming a childminder?

For the New Employee Grant specifically

How many new childcare employees has the New Employee Grant
supported?

How many childcare employers has the New Employee Grant supported?
How many new jobs have been created as a result of the New Employee
Grant and the number of settings?

Did new employees continue to be employed as the wage subsidy grant

ended?



e What were the qualification levels of those employed as a result of the
grant? Did they move to undertake further training/an apprenticeship
following their employment?

e Did the New Employee Grant help providers to overcome barriers to

employing new starters?

Applicants who withdrew from the grant process
e How many individuals made initial applications for either grant but then

withdrew from the process or did not claim the full grant amount?
e What are the reasons for this and what does this tell us about the

effectiveness of the grants?

Strategic fit
e Are start-up grants an effective way in which to support childminder

numbers and childcare spaces?
e What are the views on this approach and are there any alternative models

that could support the sustainability of the childcare sector?



2.1

2.2

2.3

2.4

Methodology

Evaluation Approach

Several research activities have informed this report. We began by
undertaking a scoping exercise consisting of 12 detailed interviews with key
individuals within the delivery partners (Welsh Government and Business
Wales), alongside key industry stakeholders, i.e. the Cwlwm partners', Care
Inspectorate Wales (CIW), Social Care Wales (SCW), and AWARE (All
Wales Association of Representatives of Early Years). This served as an
opportunity to understand more about the sector and the challenges that it
faces, the need for support, and the rationale behind these schemes, as well

as exploring how the schemes were designed and delivered in practice.

Supplementing this, we conducted a review of the core project
documentation, such as the application form and guidance documents, to
further understand the design and operational aspects. At the same time, we
undertook a comprehensive review of broader literature (e.g. policy
documents, research reports, evaluations of other schemes) to ensure that
our report findings could be placed within the broader context of the drivers

and challenges facing the sector.

Our scoping phase culminated in drafting a Theory of Change for the
schemes, which was discussed with Welsh Government and Business
Wales officials during a workshop session to verify that we had correctly
interpreted the rationale, intended impacts, and delivery model of these

schemes (the Theory of Change can be found in Chapter 3).

Equipped with this knowledge, we designed several research tools that were
co-developed and agreed with the Welsh Government to collect the data
needed to measure impact and address the key evaluation questions listed
in the specification. Firstly, utilising a census approach, an online survey was
sent to all businesses and individuals that had received grant funding, i.e.
the ‘beneficiaries’. These included 41 individuals who had received the

Childminder Start-up Grant and 73 who had received at least the initial New

' Cwlwm consists of the following organisations: Early Years Wales, Clybiau Plant Cymru Kids Club,
Mudiad Meithrin, National Day Nurseries Association, and PACEY Cymru.



2.5

2.6

Employee Grant payment?. This was supplemented by a telephone survey in
order to boost the response rate, resulting in responses from 23
beneficiaries of the Childminder Start-up Grant (56 per cent response rate)
and 35 responses from New Employee Grant beneficiaries (48 per cent
response rate), amounting to a sample of 58 respondents or 51 per cent of

the target population overall.

This was primarily a quantitative survey which captured data on
respondents’ background, challenges faced, satisfaction with the support,
and any changes to their capacity which could be attributed to the grants.
Moreover, respondents were asked whether they would be happy to take
part in qualitative follow-up telephone interviews in order to complement the
quantitative data captured through the survey, and 10 such interviews were
completed on that basis — these were split into five who had applied for the
Childminder Start-up Grant and five who had applied for the New Employee
Grant. These qualitative interviews were an opportunity to discuss some of
the themes in greater detail, e.g. how the grants influenced their decision to
become a childminder or take on a new employee and what they would have

done had the grant support not been available.

Several research activities were also deployed to capture feedback and
evidence from non-beneficiaries to act as a comparator to the beneficiary
sample. This encompassed engaging with childminding businesses and
individuals who had applied for support but been unsuccessful or withdrawn,
as well as those who had not engaged with the schemes. With regard to the
former, we were provided with data for all scheme applicants, which included
90 businesses and individuals who had been unsuccessful or withdrawn. A
survey tool and follow-up telephone interview Discussion Guide were
developed to capture information on their experience of engaging with the
grants, as well as the reasons for being unsuccessful or withdrawing, and to
track changes in their capacity to act as a comparison and help identify the
scheme impacts. A census approach was again deployed, with an online

survey being sent to all unsuccessful applicants, supplemented by a

2 Some childcare settings did not manage to take on a new employee and, thus, did not receive the full

amount.
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telephone survey to boost the response rate. This resulted in 17 responses
from unsuccessful applicants, constituting a response rate of only 19 per
cent. Thus, the responses from this group should be considered ‘indicative’

only.

2.7 However, the comparative analysis informing this report was also supported
by a broader survey of all childminders and childcare settings operating in
the sector who had not received support. Working alongside CIW, an online
survey was distributed to 3,165 such settings, including 1,405 childminders
and 1,760 childcare settings. In total, 108 responses were received,
representing three per cent of the sector. This further supported our ability to
track changes in capacity among beneficiaries and non-beneficiaries, thus
helping to identify the additionality of scheme impacts, i.e. identifying the
changes that occurred over and above what would have occurred anyway. It
means that, in total, we had a sample of 125 non-beneficiaries (comprising

74 childminders/aspiring childminders and 51 childcare settings).

2.8 Furthermore, we conducted follow-up interviews with this group (based on
consent given in the initial survey) with seven unsuccessful applicants and
11 childcare settings who had not engaged with the schemes, engaging 18
in total. For the former, this involved hearing more about why their
applications did not go ahead and their perceptions of the schemes, whilst
we asked both groups about the sustainability of their operations, challenges
faced, their experience of recruiting staff or starting a childminding business,
and their support needs. Only four of these respondents were childminders
(the remaining 14 were childcare settings); thus, we supplemented the work
with a focus group session that was organised on our behalf by PACEY?.
The session involved a discussion with two aspiring childminders and two
individuals who had recently registered as childminders to again understand
more about their journey, the issues faced, and their support needs. These
interviews were crucial in helping us to understand the role of the grant

schemes in helping to create additional capacity.

3 PACEY Cymru supports those working in childcare and early years in providing high-quality care and
early learning for children and families. Source: PACEY in Wales
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2.9

2.10

Finally, the primary research informing this report was supplemented by key
secondary evidence supplied by Business Wales on the grant applicants
(profile, application status, additional capacity created, etc.) and by data from
CIW on the broader sector. The latter involved capturing data on the profile
of the sector more broadly (e.g. location, type of service, etc.) so that we
could benchmark and contextualise the types of services engaging with
these schemes (a key evaluation question). Additionally, CIW supplied us
with capacity data (staffing and childcare places) from the latest Self
Assessment of Service Statements (SASS) completed by services before
the grant schemes (in 2017) and since their introduction (2021). In doing so,
we could track capacity changes among beneficiaries and non-beneficiaries.
However, there were limitations with this approach, as not all services had
completed the assessments in both years, and there were other challenges
regarding having a like-for-like comparison; thus, there has only been limited

use of such data in the report.

All qualitative and quantitative data captured through this research were
analysed. Drawing on HM Treasury Guidance on impact evaluation, we
undertook contribution analysis that drew together stakeholder interviews,
beneficiary and non-beneficiary survey evidence, and a review of
administrative and broader contextual data. Several approaches were used
to address the critical evaluation question in this research, i.e. estimating the
schemes’ impact in increasing workforce capacity across the sector and the
creation of additional childcare places. We used a combination of self-
reported data (including what beneficiaries think would have happened
without the support and their views on the role that the grants had in their
decision making), as well as utilising the non-beneficiary data to identify the
counterfactual position. These approaches are discussed in detail in the

relevant section of the report (see Chapter 3).

12



2.11

2.12

Report Terminology and Layout

Throughout this report we will be using the following terminology to describe

the various businesses and individuals that have informed the research:

‘Successful applicant’ or ‘beneficiary’ — to describe those that have received

the grant funding, even where the full amount has not been received

‘Unsuccessful applicant’ — to describe businesses or individuals who applied
for but did not receive the grant support, either because their application was

turned down or because they withdrew

‘All applicants’ — to describe all businesses and individuals who applied for the

grant funding, be it successfully or unsuccessfully

‘Non-applicant’ — to describe businesses and individuals who have not applied

for the support

‘Non-beneficiary’ — to describe all businesses and individuals that did not
receive the grant funding. This includes the ‘unsuccessful applicant’ and ‘non-

applicant’ groups.
The remainder of the report is structured as follows:

Chapter 3 begins by providing context to the findings through describing the
childcare situation in Wales and the role of the grants (as intended), as
illustrated through a Theory of Change model. Thereafter, we discuss the
findings, where we address each of the key evaluation questions listed in the
previous chapter directly and in turn. As the report provides an assessment of
two distinct but related schemes, we have structured the findings so that we
discuss the Childminder Start-up Grant firstly under each area and discuss

the New Employee Grant secondly.

Chapter 4 concludes the report by summarising the key issues and findings

and providing recommendations.

13



3. Research Context and Findings

3.1 This section first describes the childcare sector in Wales, including policy
drivers, the challenges faced, and the support provided, before exploring the
schemes’ Theory of Change. This provides the context and primarily draws
on our literature review and scoping interviews. Thereafter, we discuss the
findings from our consultations with beneficiaries and non-beneficiaries and
insights gleaned from the schemes’ management information and broader
CIW data.

Childcare Situation in Wales

Childcare policy and the Childcare Offer for Wales

3.2 Childcare provision is an important priority for the Welsh Government. High-
quality provision aligns with strategic goals for a skilled childcare workforce,
and the provision of high-quality care for children. A successful childcare
offer also supports opportunities for economic development, as parents are
given the freedom to participate in the wider labour market. Childcare
provision enables a large number of parents to work, and these parents go
on to collectively generate an estimated £1.2 billion in income per year?,

which supports economic growth and reduces poverty across Wales.

3.3 It was in this context that the 2016—-2021 Welsh Government Programme for
Government focused heavily on early years support for children. It sought to
remove barriers facing some families, including to securing employment. As
a result, the Childcare Offer for Wales was launched, which sought to help
with childcare costs for working parents of three- to four-year-olds. The
Childcare Offer provides up to 30 hours of early education and childcare per
week, for up to 48 weeks of the year, with provision being available for
English, Welsh or bilingual settings. The detailed and comprehensive
Childcare Offer was in recognition of the importance of high-quality childcare
and parental employment in supporting positive child development

outcomes.

4 Review of the Childcare Sector in Wales, Alma Economics.
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3.4

3.5

3.6

3.7

3.8

3.9

The anticipated increase in demand for childcare following the rollout of the
Childcare Offer in Wales would also require an adequate supply of childcare
provision; therefore, a need to ensure sufficient capacity and capability was
identified.

In recognition of the challenges facing the sector and its role as an economic
enabler, the Welsh Government set out to improve available support and

investment as part of a ten-year workforce plan, published in 2017. The aim

was to develop a highly skilled childcare workforce, one that is highly
regarded as a career choice. The plan set out a range of measures,
including greater partnership working, auditing and improving qualifications
and professional development, and seeking to make investments in capacity

and capability.

The plan recognises the variety of settings under the early years childcare
and play workforce, from private to maintained settings. The three key

themes of the workforce plan are:

e Attracting High-Quality New Recruits

e Raising Standards and Skills

¢ Investing in Building Capacity and Capability

The key actions with which to deliver the 10-year vision include defining a
career pathway and developing a national framework of qualifications and

training, as well as building a diverse and bilingual workforce.

Looking ahead to the 2021-2026 Programme, childcare is again prioritised.
In particular, there are commitments to funding childcare for more families in
which parents are in education and training or on the edge of work, as well
as delivering a phased expansion of early years provision to include all two-
year-olds. This also includes a particular emphasis on strengthening Welsh-
medium provision. These commitments rely on there being sufficient

childcare capacity.

Related Policy

Whilst not directly related to the childcare sector, the Young Persons

Guarantee (set to be delivered under the 6" Senedd term) gives everyone

15
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3.10

3.11

3.12

below the age of 25 the offer of work, education, training, or self-
employment, alongside a commitment to supporting an increase in Welsh-
speaking spaces. This reflects commitments to training and qualification
pathways within the childcare sector, and the wider focus of government

upon young people’s personal development and well-being.

The Economic Action Plan® set out the policies for pursuing prosperity for all

in Wales, which involves a commitment to inclusive growth so that as wealth
and well-being grow, inequalities across the country narrow. This proposes a
link between investing in childcare and investing in the wider economy. This
should not only create jobs in the early years sector itself, but also support
working families and parents. This is intended to ensure that childcare is not

a barrier for anyone in entering the workforce or progressing in a workplace.

The Economic Action Plan sets out that the provision of affordable,
accessible, high-quality early years provision, available at the times when
parents need it, plays an essential role in the expansion of the Welsh
economy, helping parents, especially mothers, to return to work and creating
further employment opportunities within childcare itself. Moreover, it
prioritises support for the sector, investing in building capacity and capability
across the sector, and recognising the need to develop business and skills to

support the demand for childcare.

The Well-being of Future Generations Act (Wales) 2015 places requirements
on the Welsh Government along with 43 other specified public bodies across
Wales to think more about the long term, work better with people and
communities and one another, look to prevent problems, and adopt a more
joined-up approach. The Act dictates that each public services board is
required to publish an assessment of the state of economic, social,
environmental and cultural well-being in its area. In preparing this
assessment, they must consider the most recent assessment of the
sufficiency of the provision of childcare in the local authority area carried out
in accordance with regulations made under section 26(1) of the Childcare
Act 2006 (c.21).

5 Prosperity for All: Economic Action Plan 2019.
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3.13

3.14

3.15

3.16

The Act also establishes the role of Commissioner for Future Generations,
with an advisory panel to support the Commissioner role of carrying out

reviews of public bodies and ensuring that they set and seek to meet their
well-being objectives. This panel includes the Children’s Commissioner for

Wales and can include reviews of the Care Standards Act 2000.

Cymraeg 2050 sets out the Welsh language strategy, with the aim of 1
million Welsh speakers by 2050. It notes that many children’s initial contact
with the language occurs through childcare or early years provision, and that
these settings are crucial for the acquisition of robust linguistic practices. The
plan further commits to Welsh language and Welsh-medium training for early
years practitioners, ensuring a coordinated plan with which to develop this

important workforce.

According to the Alma Economics Childcare Survey (2017), one third of
responding settings were Welsh-medium settings, with 56 per cent of
respondents being expected to increase the delivery of Welsh language
provision in the coming years®. According to the Review of the Childcare
Sector in Wales’, the examination of waiting lists and demand across Wales
reveals the diversity of the sector and the specific challenges faced in certain
areas, and policy changes such as the expansion of Welsh language use will

likely create opportunities and challenges for the sector.

Challenges and Support

Flying Start is the Welsh Government’s flagship early years programme
aimed at children below the age of four in deprived areas in Wales and their
families. This consists of four core elements: the provision of part-time
childcare for 2—-3-year-olds, enhanced health visits, parenting programmes,
and support for language development. This is delivered through local
authorities; however, there is considerable variation in how this is delivered

across Wales — Flying Start Childcare is provided by childcare settings.

8 Alma Economics Childcare Survey 2017.
7 Review of the Childcare Sector in Wales, Alma Economics.
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3.17

3.18

3.19

3.20

3.21

A 2017 report by the Welsh Government, CSSIW (as Care Inspectorate
Wales was then known), and WISERD mapped the supply of childcare
capacity in Wales against demand. It estimated a shortfall in the availability
of places, with approximately 175,000 children up to the age of four and only
80,000 potential childcare places. In recognition of the expansion of demand
created by the Childcare Offer, the Welsh Government also implemented a
number of grant schemes. These have included capital grant funding for
childcare settings, ranging from small grants, offering up to £10,000 for
registered settings, to larger sums for the development of new childcare
settings (often including new capacity through the extension of existing

settings).

Additional schemes have also been implemented by the Welsh Government
that encourage new entrants and existing providers to expand provision.
These have included the Childcare Start-up Grant and the New Employee

Grant respectively.

There are also a range of broader organisations that support the sector, in
both central and local government, and umbrella bodies and advocacy
groups. The umbrella (body) organisation ‘Cwlwm’ brings together the five
leading organisations in the childcare sector, namely Early Years Wales,
Clybiau Plant Cymru Kids Club, Mudiad Meithrin, National Day Nurseries
Association, and PACEY Cymru.

CIW are the independent regulator of social care and childcare in Wales.
They regulate and inspect childcare and play services, including
childminders (amongst others). Under Part 2 of the Children and Families
(Wales) Measure 2010 they have the power to register and inspect
childminders and day care (including play) for children below the age of 12.

Registration with CIW was a prerequisite for the Childcare Start-up Grant.

Local authorities are a key source of support for the sector, with each
authority area incorporating a dedicated service that acts as the main
contact point for providers. Several of the key stakeholders with whom we
engaged during this research felt that authorities often provide similar

schemes to the two grant provisions, and are often more generous, e.g.

18



3.22

3.23

3.24

3.25

there is an offer in Caerphilly of up to £9k to employ a new member of staff,
whilst they all have slightly different eligibility rules. These vary significantly
from area to area, which has led to an element of a ‘postcode lottery’ on a

local level.

Workforce

The Alma Economics Childcare Survey? found that employees in the sector
were relatively low-paid, with around half of all workers earning £7—8 per
hour in 2016-2017. Only 12 per cent of staff earned above £9.00 per hour
gross at the time, demonstrating a clear risk with the increase in the National
Living Wage (NLW), which currently stands at £9.50.

It was hypothesised in their report that this increase in staff costs could see a
rise in part-time and zero-hour contracts, whilst evidence from the Early
Years Wales survey also supports this finding. However, the vast majority of
the workforce (estimated at 80 per cent) already worked part-time, i.e. less
than 35 hours per week. These flexible contracts are seen to allow providers
to manage inconsistent attendance and tight margins more effectively,
particularly during school holidays. Equally, they present a challenge to the
aims and commitments of the sector moving towards robust capacity and

encouraging childcare as a respected profession.

Accordingly, staff turnover is a significant issue for childcare providers, with
employers reporting to the National Day Nurseries Association (NDNA)
Workforce Survey in Wales (2019) that turnover is at around 19.4 per cent. It
notes that there is relative stability for more highly qualified staff; however,
as one nursery provider commented, the “availability of good-quality staff to

meet ratios and develop all areas of nursery remains a problem”.

As a result of the new Childcare Offer, many providers have “seen an
increase in occupancy, meaning they have either increased the hours of
existing staff or needed to recruit more people” (NDNA, 2019). This may
have contributed to the demand for Level 3 qualified staff, who already

constitute the majority of the childcare workforce. The NDNA Workforce

8 Alma Economics Childcare Survey 2017.
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3.26

3.27

3.28

3.29

Survey (2019) indicates that 85 per cent of respondents had recruited a
Level 3 qualified practitioner during the last 12 months, and that this was the
grade which employers had the greatest difficulty recruiting. Level 4 or above
was comparatively less in demand with fewer recruitment challenges, whilst
those not qualified or at Level 2 were in demand, but employers found it

easier to fill these vacancies.

Business Rates Relief (BRR)
In 2019, it was announced that the Welsh Government would provide all
registered private sector childcare businesses with their own property with

100% rates relief. This was intended to help providers to become more

established, and to enable smaller businesses to grow. Whilst maintained
settings were already considered to be exempt, private settings were
required to pay business rates, despite delivering similar children’s provision,

with the same regulatory standards and related costs.

Initially announced for a period of three years, BRR has been extended until
2025 for all registered childcare properties to help providers to recover from
the COVID-19 pandemic. According to the NDNA Workforce Survey report
(2019), the average saving reported was £8,204, which demonstrates the
potential for a positive impact on the sustainability of childcare businesses. It
is estimated that the extension to BRR will provide £9.7m in additional

support to this vitally important sector over the period.

Coronavirus Childcare Assistance Scheme (C-CAS)

Due to the COVID-19 outbreak in March 2020, the Welsh Government
suspended the Childcare Offer to new entrants to repurpose budget to
support the childcare needs of key workers and vulnerable children. Despite
the speed at which the C-CAS was developed and launched, many childcare
settings closed in response to restrictions. This reinforced the need for high-

quality local childcare provision to enable parents to work.

Local authorities were given some autonomy in delivering the C-CAS, which
was relatively different from the standardised model of the Childcare Offer,
as well as extending the age of eligibility for children to 0-5 years old. This

provided a key opportunity to consider the lessons that could be drawn from
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this alternative model, which might inform future delivery of the Childcare
Offer.

3.30 In an evaluation of the C-CAS, it was recommended that a single funding
rate simplify the implementation of centralised payments and administrative
systems, and that the eligibility criteria be consistent across local authorities.
Otherwise, local authorities were positive about the autonomy that they were

given to deliver urgent interventions such as the C-CAS.

3.31  An article by academics at LSE highlighted that the impact of the COVID-19
pandemic would vary according to the type of provision, considering in
particular the different funding and delivery models within the sector and
across the UK. The article noted the specific pressures on private childcare
settings across the UK during the COVID-19 pandemic, the reliance of many
larger providers upon apprenticeship schemes for a cheaper workforce, and
the often ill-coordinated funds and subsidies which are available to them. It
also reinforces the link between childcare and employment as an integral
part of the economic infrastructure which is more visible than ever before

due to the pandemic®.

Size and Composition of the Childcare Sector

3.32  Childcare provision across Wales is incredibly diverse, with significant
variation in the individuals and organisations that compose the sector. This
includes the composition of providers, from non-maintained to maintained
settings, different funding models, and from small-scale operations to large

institutions.

3.33  Figure 3.1 below shows the composition of the sector with regard to the
different types of childcare settings over the last decade, which
demonstrates the changing nature of provision in the sector. It shows an
increase in full day care, and a reduction in all other types of provision,

particularly childminders and sessional day care.

9 COVID-19 and childcare: why many nurseries will struggle to weather the storm
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3.34

The data demonstrate that there has been a trend with regard to individual
childminders deregistering and this was exacerbated by COVID-19
disruption to childcare and the labour market. In terms of absolute numbers,
there was a decrease from 2,348 registered childminders in 2012 to 2,131 in
2019, which equates to a decrease of nine per cent or 1.3 per cent per
annum. Amidst the pandemic, there was a further nine per cent decrease to
1,931 registered childminders in 2021, which equates to a 4.7 per cent
decrease per annum over the last two years'®. Previous research by PACEY
Cymru identified paperwork and reporting mechanisms as reasons for
individuals moving to deregister. Conversely, the number of full day care
provisions grew consistently each year from 600 in 2012 to 1,010 in 2021,
which equates to a 68 per cent increase or 7.6 per cent per annum, whilst

the rate of increase was maintained throughout the pandemic.

Figure 3.1: Types of registered childcare providers, 2012-2021
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Source: CIW registration and regulatory business system, Stats Wales (November 2021)

3.35

Interestingly, we can observe a slightly different distribution pattern with
regard to the number of childcare places within each different type of
provision, where the proportion of places provided by childminders has
remained stable. In fact, there was a slight increase from childminders

accounting for around 12,000 places (16 per cent of all places) in 2012 to

10 CIW registration and regulatory business system, Stats Wales, November 2021.
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around 15,000 (18 per cent of all places) in 2021. This would suggest that
the childminders that continued to operate during this period grew
substantially, more than making up for the decrease in registered
childminders. As we would expect, the data also reveal that full day care
services constitute a much higher proportion of places, increasing from
around 25,000 places in 2012 (33 per cent of all places) to 39,000 in 2021

(46 per cent) — see Figure 3.2 below.

Figure 3.2: Proportion of childcare places by different types of registered
childcare providers, 2012-2021
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3.36  According to the Review of the Childcare Sector in Wales'", there is
considerable variation in the geographical spread of setting types. In 2016,
childminders accounted for around 60 per cent of childcare providers in
South East Wales, which is much higher than in North Wales (42 per cent) or
South West Wales (50 per cent). By contrast, there tends to be a higher
number of sessional day care providers in North Wales, likely due to the

concentration of Cylch Meithrin in areas with greater usage of Welsh.

1 Review of the Childcare Sector in Wales, Alma Economics.
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3.37

Figure 3.3 below captures the overall changing capacity within the sector.
The comparison between the number of settings and the number of places
further demonstrates that the sector has shifted to fewer but larger providers,
with the number of childcare places increasing by 11 per cent in the last
decade (despite the number of services decreasing by 11 per cent). This
changing landscape may have a significant effect on the proximity and

choice of provision.

Figure 3.3: Number of registered childcare providers and places, 2012-2021

90000
80000
70000
60000
50000
40000
30000
20000
10000

0

Source:

3.38

3.39

20840 84013 83065 83430 84325 284508
76033 75944 T6590 77581 — - — e
» o= ==

4383 4296 4446 4439 4386 4321 4137 4073 3966 3882

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

=== Number of Places Total Settings

CIW registration and regulatory business system, Stats Wales (November 2021)

Within the sector there are a range of provision types, with 65 per cent
estimated to be non-maintained, private providers, 12 per cent maintained
settings, and 18 per cent run by the voluntary sector (most likely to be
session activities such as playgroups)'?. In contrast to Scotland and
England, early years provision is more frequently accessed through local
authority (LA) maintained settings in Wales. However, this varies across
Wales, with very few non-maintained settings in some LAs in the south-east

in comparison to in the north.

The income sources of different settings paint a further complex picture, with
government-funded places under the Childcare Offer also being
complemented by childcare fees (i.e. parents), grants, and donations and

fundraising in varying proportions. Government-funded places may include

12 Alma Economics Childcare Survey 2017.
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Flying Start, early years funding for Looked After Children, or PaCE-funded
places (funded through the European Social Fund and the Welsh

Government).

Scheme Overview and Theory of Change

Introduction

Theory-based approaches have been increasingly used in recent years
when considering the design and evaluation of interventions (i.e. schemes or
projects). They are used to help evaluators to address a variety of
challenges, such as coming to terms with the complexity of certain types of
interventions and overcoming the limitations of experimental evaluation

designs.

A Theory of Change is probably best described as a roadmap that sets out
the things that need to happen to achieve the intended final outcome and
address the need for (and rationale behind) an intervention. Furthermore, it
is a method of identifying the assumptions that are being made within the
identified ‘causal chain’, barriers that need to be overcome, and the enablers

— things that need to be in place for the theory to work.

A Theory of Change is often presented diagrammatically as a logic model, a
graphical illustration of the logical relationships between the resources being
used (inputs), activities, outputs, outcomes (sometimes referred to as

‘results’), and impact of a policy or intervention (as illustrated in the graphic

below):
Need identified (rationale) < Has the need identified
l been addressed?

Inputs = Activities = Outputs = Intermediary Outcomes = Impacts

| I\ |
| |

Your planned work Your planned results

e Inputs: the resources that go into a project that a team or organisation
needs in order to be able to carry out its activities.
e Activities: the things that are done to deliver a scheme day-to-day. Activities

are under the control of an organisation or project.

25



e Outputs: the products, services or facilities that result from an organisation
or project’s activities — often expressed quantitatively, e.g. the number of
businesses supported.

e Intermediary outcomes (or results): the immediate/intermediary changes,
benefits, learning or other effects that result from the activities
undertaken's.

e Impacts: referring to the broader social change and final goal that a scheme

achieves as a result of the outcomes achieved.

3.43  The approach is often used to test how and why a policy or intervention will
work, and can be useful for policymakers when deciding on which policy to
implement or how to improve the design of an intervention. We are using the
approach here to contribute to the development of the framework for the
evaluation of the childcare business support grants, and start by examining

the rationale behind the intervention.

Rationale

3.44  The rationale behind these grants is clear and outlined in the previous
chapter. Comprehensive mapping work has shown a significant shortfall in
the supply of childcare provision, compounded by policy interventions such
as the Childcare Offer leading to an increase in demand, whilst factors such
as demography, working patterns, etc. will likely have influenced an increase
in demand, too. Accordingly, there is a clear need to expand capacity within
a sector that acts as a crucial enabler of economic development. The data
also demonstrate a clear trend of fewer registered childminders over the last
decade; thus, the Childminder Start-up Grant is designed to address that
issue directly. Additionally, scoping consultee interviewees highlighted a
need to increase businesses’ sustainability, and saw help in taking on new
staff as one way of doing that, e.g. by having a more cost-effective children

per staff member ratio and also by freeing up staff time to undertake training.

3 1t is important to note that there could be multiple intermediary outcome steps within a Theory of
Change before the ultimate impact is achieved.
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Scheme Design and Delivery Model

Overview

The Childminder Start-up Grant was a £39,500 fund which made £500
grants available for individuals wishing to start a new childminding business.
Eligible costs for this grant included: DBS check; training (e.g. childminder
pre-registration training, first aid, health & safety); specialist equipment; and

modifications to domestic premises.

The New Employee Grant was for all registered day care providers. In total,
£300,000 was available for this grant with a small wage subsidy (£2,000 per
new employee) to support direct salary costs, or role-related spend linked to

the new employee working 10 hours per week or more.

Management of the grants via Business Wales intended to not only
administer the grants available, but also raise awareness of their business

support offer for the childcare sector more widely.

Due to COVID-19, the deadline for grant claims was extended to March
2021 and then further extended to September 2021. This extension was
agreed to allow businesses the time with which to collect the necessary
paperwork required in order to support any claims made under both grants.
The extension was not intended to reopen the fund to new applicants, as the
current allocation was approaching its maximum limit. At that time the
Childminder Start-up Grant was 86 per cent committed and the New

Employee Grant was 96 per cent committed.

Eligibility and Grant Parameters

For the New Employee scheme, applicants had to be an established
business in Wales (registered in Wales and/or be located in Wales) and
registered with CIW. Applicants applying in advance of starting their
business had to be trading by the time of the award letter. All businesses
had to have the appropriate insurance for the type of childcare setting being
operated. There had to be a minimum of one additional childcare place, and
applicants had to be able to provide evidence of the local demand/need for
the childcare places (waiting list or local authority demand information). Each

role had to be directly related to caring for children and paid at least at the
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National Minimum Wage, and qualifications had to be in line with National
Minimum Standards. Each role had to be a minimum of 10 hours per week

for a period of at least three months following the award letter.

For the Start-up scheme, applicants had to be based in Wales and looking to
provide childcare for children from birth up to the age of 12 years within a
domestic premises that is not the child’s own home for more than two hours
per day for financial reward. Childminders could offer full day care and part-
time care including before- and after-school provision, provision during

school holidays, funded education places, and free childcare places.

Marketing and Ongoing Support

The schemes were promoted primarily through Business Wales and the
Cwlwm umbrella bodies. This involved distributing an email/letter to childcare
settings, informing businesses and individuals through Business Wales
advisors as well as interactions between representatives of Cwlwm partners
and their clients, and through Business Wales, the Welsh Government, and
Cwlwm partners’ social media. Finally, some LA representatives responsible
for supporting the sector in their area will have ensured that they, too,
promoted the schemes to relevant individuals and businesses, as highlighted

during the scoping interviews.

Application and Selection Process

As part of the application process, applicants had to register with Business
Wales, and be registered with CIW at the point of the grant award. In the first
instance, applicants were directed to contact Business Wales to register and
submit an application form. The application process appears to have been
fairly light-touch and support was available from Business Wales where
needed. Whilst they were offered BW advisory support, it was not mandatory
— the only condition with regard to Business Wales was for applicants to

register for the Business Wales support service.
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Administering the Grants

New Employee Grants were paid in two sums — 25 per cent on award
funding and 75 per cent when the beneficiary claim was made. Beneficiaries
could only claim when they could provide evidence proving that a minimum
of 10 hours per week for a period of at least three months had been paid for
each role. Evidence could include two or more of the following: workforce
details/structure (showing an increase in the headcount), contracts of

employment, payslips, payroll info, and other.

All Start-up Grant monies were paid to beneficiaries when their claim was
made and, thus, paid retrospectively, with beneficiaries having to pay upfront
and then reclaim the grant money to cover their costs. To submit the claim,
beneficiaries had to demonstrate that their business had started trading
(evidence could include invoices, marketing details, business bank account
details, etc.), that the grant had been spent in accordance with their
application (i.e. proof of payment/purchase — receipts, bank statements), and

proof of the CIW registration number.

Beneficiaries could access support with applications and/or discuss queries

through the Business Wales helpline.

Intended Impacts

The Childminder Start-up Grant aimed to encourage new childminders into
the sector and create additional flexible childcare places throughout Wales.
The New Employee Grant aimed to encourage the creation of new jobs
within day care providers to support the availability of additional flexible
childcare places throughout Wales. The ultimate aim was to help ensure that
the supply of childcare provision could meet demand, thereby ensuring that

childcare was not a barrier to parents entering or remaining in work.

Beyond this, we also understand from some of the scoping interviews that
the Welsh Government hoped that the offer of grant funding, delivered under
Business Wales, would lead to a closer relationship between the
organisation and the sector. Several stakeholders highlighted that a lack of
business literacy is a significant issue, with managers often passionate about

childcare and not as interested or invested in the business management
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aspects, which can lead to issues surrounding their sustainability. Thus, it
was hoped that the grant support would lead to broader business
development support where needed and that Business Wales would

enhance their understanding of the sector and their needs, too.
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Table 3.1: Theory of Change for the Childcare Business Grants

Problem Statement: Significant capacity constraints in the childcare sector across Wales, which act as a barrier to delivering the Childcare
Offer and childcare requirements more generally. This includes the recruitment and retention of staff both in settings and as childminders.
This serves to reduce local childcare capacity and, subsequently, presents challenges to parents and carers in accessing and securing
employment.

Rationale: Providing financial incentives to recruit new staff or enter childminding should:
Intervention
Rationale Increase childcare places locally.

Link to broader Business Wales support and increase Business Wales’ understanding of the sector.
Lead to sustainable improvements in the capacity of the sector to meet childcare needs across Wales.
Address inequalities of access to childcare.

Enable and empower parents or carers to remain or access employment opportunities, whilst also creating further employment
opportunities within the childcare sector itself.

There are market failures in the supply of childcare places across Wales.

These market failures are driven by a range of challenges facing the sector, including in the recruitment and retention of staff and
childminders in the sector, alongside challenges such as physical capacity.

Some of these failures can be addressed through removing or reducing the cost of entry into the childminding profession or in settings
taking on new staff, though also recognising that these schemes form part of the solution, i.e. there are other important factors such as

Assumptions | \vork pay and conditions and accessing suitably qualified labour which are not addressed by these schemes.
This can be achieved through targeted grant subsidies, incentives, and broader support (e.g. business advice, training).

The support adds value through settings taking on new staff or childminders entering the sector that would not have occurred otherwise
(i.e. the decisions were not already made).

These grants add value to the other schemes available to the sector in Wales at a local and national level.
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Medium-Term

Inputs Activities Outputs Short-Term Outcomes Long-Term Outcomes
Outcomes
Beneficiaries Engagement Navigating, Decision to recruit | Established settings Sustained retention of Settings being able to
from understanding new staff. increasing staff, leading new staff and increased | effectively and sustainably
childminders requirements, and | Decision to enter to increased places (no. places. meet local demand.
and settings. applying for childcare. of additional places). Staff undertaking further | Sustained employment in
grants. New childminders qualifications/training. childminding.
registering and Established transitions Improved business
establishing themselves. | into childminding. practices.

Improved business
literacy and confidence
(e.g. grant application
processes, recruitment
practices or regulatory
compliance).

Established

relationships with
Business Wales /
ongoing support.

Broader Promotion of grants, signposting, Engagement and Improved links and Stronger local and
Stakeholders and provision of broader support support with relationships with national networks of
(primarily (training, registration, etc.). settings or settings or childminders. | settings, childminders,
Cwlwm childminders. sector and statutory
partners) Number of organisations and
referrals made. bodies (LAs, etc.).
Welsh Funding Administration. Number of Short-term improvements | Medium-term A more sustainable
Government (grants and Broader support businesses or in childcare capacity improvements in childcare sector in Wales.
administration) | through Business | individuals locally and nationally. childcare capacity More parents or carers

Wales.
Communications.

applying for and
receiving grants.
Engagement with
broader business
support provided
by Business
Wales.

Improved sensitivity and
quality of the business
support offer to the
childcare sector from
Business Wales.

locally and nationally.

remaining or entering work,
leading to a stronger
economy.

Advancing broader public
policy objectives (WBFGA,
Prosperity for All).
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Findings

3.58 In this chapter we provide our findings by addressing each evaluation question in

turn.

Administration of grants

Key findings:

Businesses and individuals became aware of the schemes through three primary routes:
from key contacts within local authorities responsible for supporting the sector, from
Cwlwm partners, and from Business Wales.

These local authority contacts do not appear to have been engaged at the outset to
support with promoting the schemes, and yet became important channels for raising
awareness — thus, schemes in future should consider placing greater emphasis on
engaging with those stakeholders.

Whilst Cwlwm partners had an important role initially in raising awareness, this was not
sustained and they felt that there could have been more communication with the Welsh
Government after the launch to help with marketing, although it is important to note that
the funding had been almost fully allocated at one point.

The data suggest a fairly high level of awareness of the grant schemes and a high level
of demand, particularly amongst aspiring childminders for the Start-up Grant.

Only 51 per cent of the Childminder Start-up Grant fund was claimed, primarily due to
individuals who had been approved funding deciding not to pursue a childminding career
during the pandemic — schemes in future could consider deploying measures with
which to mitigate such risks, e.g. introducing deadlines for drawing down funding.

The vast majority were satisfied with the application process and the various design
aspects, including the size of the grants, although aspiring childminders provided a more

mixed response in relation to the offer of £500 funding.

How were individuals made aware of the Business Wales grants? Was
information on the grants easy to find?

3.59  Childcare providers receive information from a range of sources. At the more formal

end, these include sector-based organisations (e.g. PACEY Cymru, NDNA, etc.),
local authority support, and Business Wales, but locally based informal networks
are also a good conduit of information, particularly for childminders, who are often

less engaged with formal networks. Indeed, our focus group data and conversations
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with sector-based organisations reinforced concerns that many find formal

engagement to be ‘daunting.’

Figure 3.4 below shows that individuals were reliant on the local authority,
stakeholders within the childcare sector, and Business Wales advisors for
information on the grants. While childcare settings also made use of other sources
of information, possibly as a result of their existing experience within the sector,

these three sources remained the most influential.

Local authority staff appear to have been the most important route for raising
awareness. This is despite one of the scoping interviewees highlighting that some of
the relevant LA staff with whom they engaged knew little about the scheme. It is
unclear as to whether there was an active push by Business Wales and the Welsh
Government to inform these key contacts and encourage them to promote the
schemes; however, the data certainly suggest that future schemes should work
closely alongside them as part of the marketing and promotion campaign. Equally, it
is important to note that before the COVID-19 lockdown measures the funds had
been largely committed; thus, it was felt that the marketing campaign had been
sufficient. Nevertheless, evidence from our research shows that key LA contacts are
important in raising awareness and that closer engagement could have potentially

increased awareness further.

The Business Wales and Welsh Government team did work closely alongside
Cwlwm partners at the outset — first to gain their input in designing the schemes,
and then to help promote them. Cwlwm partners reported that they all utilised their
social media and other communication platforms to promote the schemes initially,
and their staff will have been made aware of the schemes to promote them to their
clients. This is reflected in the data where around one fifth became aware of the

schemes through these stakeholders.

The fact that Business Wales advisors were the other main route for raising
awareness demonstrates that many of the beneficiaries were already engaged with
Business Wales and in receipt of their support. Business Wales have a team of
around 80 advisors operating across Wales. None were given a specific remit to
deliver these grants; however, all will have been made aware of them to promote as
part of their offer. Whilst there was an initial communication drive and Cwlwm
partners were made aware of the support, there does not appear to have been an

ongoing, proactive push. Cwlwm partners indicated that marketing the activity
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‘ebbed away’ on their social media and other communication platforms following the
initial promotion and that whilst staff would promote the schemes directly to clients
on occasion, this relied on those staff members’ familiarity with the schemes, which
varied. Similarly, Business Wales advisors’ capacity to promote the schemes also

varied according to their understanding of them.

Some of the Cwlwm partners suggested that there had not been a sufficient
feedback loop, where they were not made aware of progress and uptake and there
was little by way of communication following the initial request to promote the
schemes. It is important to note that we understand that updates were made during
national meetings such as SCW’s Early Years and Childcare workforce group.
Equally, delivery partners highlighted to us that they felt at the time that an ongoing,
proactive ‘push’ was not needed, as they had already committed the vast majority of

the budget for the two schemes by March 2020.

Figure 3.4: Beneficiary survey: ‘How did you find out about the grant support?’

Childcare setting 16% 16%  10% 10% 23%

Chidmincer 25% 25

Overall 37% 19% 19% 6% 6% 13%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

m Local Authority Stakeholders within the childcare sector
Business Wales advisor Email/ letter from BW or WG
Social media Other

Source: Beneficiary survey (n=52 overall; n=21 childminders; n=31 childcare settings)

3.65

Despite the lack of sustained marketing, evidence from the non-beneficiary survey
suggests that there had been reasonably high awareness of the schemes. When
asked, just below four in 10 non-beneficiary childcare settings were aware of the
scheme — it is important to caveat this finding with issues in the sampling, where
there was an element of targeting unsuccessful applicants initially and we do not
know how representative the sample is of the wider sector. Nevertheless, it does
give a good indication that there was a reasonable level of awareness. Most of the
businesses that were aware and decided not to apply cited that they were not in a

position to take on new staff members.
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3.66 We also asked the same question of non-beneficiary childminders, although it was
much more difficult to ensure that responses reflected the views of those who would
have been eligible for the grant, given that only aspiring childminders were eligible.
We took the respondents that were already trading prior to 2019 out of the analysis,
as they would not have been eligible for the support, leaving a sample of only 25
respondents. It again should be noted that we targeted unsuccessful applicants
initially; thus, this is not a representative sample. Nevertheless, the data in Figure
3.5 below do show that all non-beneficiary childminders responding to our survey
had either heard about the scheme and applied or not heard about the scheme at
all — none had chosen not to apply, suggesting a high level of demand for the

support among aspiring childminders.

Figure 3.5: Non-beneficiary survey: ‘Have you heard about or applied for support
from the Childminder Start-up Grant/New Employee Grant?’

Overall 23% 55%
Childcare setting 8% 61%

Childminders 59% 41%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

mYes, | heard about the scheme but did not apply for support
Yes, | applied for support but was unsuccessful / withdrew
Mo, | have never heard of the scheme

Source: Non-beneficiary survey (n=73 overall; n=22 childminders; n=51 childcare settings)

How easy was the application process? How easy was it to provide the
evidence required to receive the funding? Were there any barriers to applying
for or claiming the funding for the grants?

3.67  The application process was designed to be light and easy to complete, reflecting
the proportionality to the funding available. Accordingly, 90 per cent of beneficiaries
were satisfied with the application process (see Figure 3.6 below). Even among the
unsuccessful applicant group, most were satisfied with the process and only 18 per
cent indicated that they were dissatisfied. Most applications that were declined

appear to be on the basis that they had not met deadlines (e.g. 10 of the 18
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Childminder Start-up Grant applications with a ‘Decline’ status had ‘No funding
available’ as the stated reason) and this led to the small amount of dissatisfaction

reported in our survey.

Figure 3.6: Beneficiary and non-beneficiary surveys: ‘How satisfied were you with the
application process?’

Unsuccessful applicants 45%

2

27% 18% 0%

0% 10% 20% 30% 40% 50% 60% 70% &0% 90% 100%

mVery satisfied mSatisfied o Neither satisfied nor dissatisfied — Dissatisfied © Very dissatisfied

Source: Beneficiary survey (n=58); Non-beneficiary survey (n=11)

3.68

The beneficiary survey evidence suggests broad support for the size of the grants
provided under these schemes, although the response does vary significantly
between childminders and childcare settings. Childcare settings were
overwhelmingly positive about the £2,000 offer to take on a staff member, whilst
childminders were much more mixed in their response — see Figure 3.7 below, with
48 per cent providing a positive score and 38 per cent providing a negative score.
Evidence from the qualitative discussions with grant recipients suggests that this
was primarily because they did not feel as though the grant went far enough in

covering the costs of setting up their business.
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Figure 3.7: Beneficiary survey: ‘On a scale of 1-5, where 1 is “Not at all” and 5 is “To
a great extent”, to what extent do you believe that the size of the grant was
appropriate for your needs?’

Childcare setting By / 38%

Childminder

0% 10% 20% 30% 40% 50% 60% 70% &80% 90% 100%
ml-Notatall m2 m3 w4 o5-Toagreatextent

Source: Beneficiary survey (n=21 childminders; n=34 childcare settings)

3.69  The vast majority of successful applicants were satisfied with the other design
aspects and implementation, including 89 per cent who were satisfied or very
satisfied with the ease of applying. There were no significant differences in the
scores provided by childminders and settings. The retrospective payment of the
entire £500 grant does not appear to have been an issue for the maijority of
childminders, with 77 per cent being satisfied with this aspect and only 10 per cent
dissatisfied, which is similar to the feedback from settings (86 per cent and six per
cent respectively) in spite of the fact that they receive £500 of the £2,000 grant
upfront.

Figure 3.8: Beneficiary survey: ‘How satisfied were you with the following aspects of
the grant support?’

Ease of providing the required information for the x
grant application 32% R 2%

Grant payment process (i.e. paid retrospectively) 45% 38% 0602% 5%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%100%

mVery satisfied = Satisfied mNeither satisfied nor dissatisied  Dissatisfied = Very dissatisfied

Source: Beneficiary survey (n=58)
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How many individuals made initial applications for either grant but then
withdrew from the process or did not claim the full grant amount? What are
the reasons for this and what does this tell us about the effectiveness of the
grants?

In total, 102 applications were received for the Childminder Start-up Grant and 77
were initially accepted — a success rate of 75 per cent. However, only 41 (53 per
cent) of these successful grants were awarded, with 28 applicants failing to draw
down the funding (despite efforts made by Business Wales to encourage those who
had not made a claim to do so). A further eight withdrew their application before a
grant decision had been made. These withdrawals and failures to draw down
funding are likely due in large part to the COVID-19 pandemic. Indeed, four of the
seven aspiring childminders who withdrew their application and responded to our
survey specifically cited the pandemic as the reason. The other three stated that
they decided not to set up a childminding business and found alternative

employment, with the pandemic potentially a contributing factor:

“Because of [COVID-19], it wasn’t going to be a practical career, as you weren’t

allowed to have people in your house, so | didn’t even fill in an application form.”
(Source: Non-beneficiary follow-up interview)

“I didn’t end up setting up the business because of [COVID-19]. | found another

job.
(Source: Non-beneficiary follow-up interview)

An additional 18 applications were declined. These included seven applications
declined at the end of 2019 and in January/February 2020, as they were already
trading and, therefore, ineligible. However, most (11) were declined in March 2020,
with ‘No funding available’ being provided as the reason in the grant administration

data. There was reference to this in our interviews, too:

“I just didn’t get very far with it. Business Wales kept ringing me but then they
kept saying about the deadline and | kept saying I'm not going to be ready by that

date, as I'd still got loose ends to tie up before | could fully register.”

(Source: Non-beneficiary follow-up interview)
“Enquired but was too late, as all the grants had been stopped, so we didn’t fill

out an application.”

(Source: Non-beneficiary survey)
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As a result of these withdrawals and rejected applications, only 51 per cent of the
scheme’s budget was utilised. Many of the applicants pulled out because the
deadline loomed. Consequently, delivery partners noted that it was difficult to
reallocate funding due to the ‘lag’ between individuals hearing of the grant, meeting
Business Wales, completing an application, and starting a business (as
childminders have to become registered and employers need three months of
payslips to evidence their claims). For these reasons, the individuals given a ‘No
funding available’ response were not recontacted to discuss resubmitting their
applications when other applicants withdrew. Future provisions could incorporate a
deadline for drawing down funding to ensure that the funding can be reallocated in

time, such as providing the grants in tranches.

The Business Wales team acknowledged that there had not been an active push
beyond the initial marketing, whilst Cwlwm partners highlighted that they were not
re-engaged to promote the schemes further — maintaining this type of engagement

could help with reallocating underspend in future delivery.

The grant application data also reveal that 97 applications for funding were made
for the New Employee Grant, 73 (75 per cent) of which were accepted, whilst seven
per cent withdrew, six per cent were declined, and 11 per cent did not go ahead for
unknown reasons. Where they were declined, it was mostly because of their
ineligibility as pre-starts, the role did not directly relate to childcare, or they were
looking to subsidise an existing employee, whilst COVID-19 is likely to be the
reason behind many of the withdrawals. This scheme came much closer to
spending the full allocation, with 83 per cent of the funding spent after withdrawals,

compared to 51 per cent of the Childminder Start-up Grant.

Impact of Grants

Key findings:

e The schemes did engage with businesses and individuals from across Wales, although

some areas do seem to be underrepresented. For example, several authority areas in

West Wales are underrepresented, and there appears to be a lack of uptake by Welsh-

medium providers as a result.

e With regard to childcare settings, the New Employee Grant appears to have engaged

with more larger businesses than is typical, as well as more businesses that are prone to

accessing grant support and have greater confidence in their sustainability and growth
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prospects — this may reflect a pattern in which the grant has been skewed towards
settings that are more ‘business-savvy’ and know how to benefit from these schemes.

o Staff recruitment was the main challenge cited by settings before accessing the support
— this is true for beneficiaries and non-beneficiaries.

¢ Intotal, 41 individuals received the Childminder Start-up Grant and went on to register
their business and are estimated to have provided 335 childcare places. The main
impact of the grant, however, has been that of accelerating the establishment of these
businesses, with survey respondents reporting that they would have established the
businesses eventually without the support.

e Most beneficiaries used the Childminder Start-up Grant to cover a range of different
costs, predominantly equipment and training.

e According to the Ml data, 118 jobs have been created by 59 settings through the New
Employee Grant, creating 589 new childcare places. The net impact is estimated to be
creating 71 jobs and 355 new childcare places that would not have been created without
the intervention.

e The beneficiary survey suggests that 85 per cent of childminding businesses created as
a result of the scheme are still trading, and 79 per cent of settings reported that at least
some of the staff taken on through the scheme were still employed.

e Most childcare settings believe that the support has improved their sustainability and
their ability to expand, although there is little evidence of increasing contact with
Business Wales and developing their business literacy.

e Very few beneficiaries received support from Business Wales as a result of these
schemes, which is partly because there was no explicit mechanism in place to
encourage that beyond the mainstream Business Wales helpline offer — future schemes
that aspire to develop closer relationships between Business Wales and the sector
should consider taking steps to encourage that explicitly.

¢ All beneficiaries who did receive support from Business Wales reported that it had been

useful.

Overview

What are the profiles of grant recipients (geography, size, etc.)? What do the
profiles tell us about how the grants were accessed, the spread across Wales,
and the provider type?

3.75 Businesses and individuals from across Wales have accessed these grant

schemes. By comparing applicants with the broader CIW dataset of the entire
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sector, we can observe that applicants broadly reflect the geographical distribution
of providers throughout Wales. However, there are some differences that are worth

noting.

With regard to the childminders, there were no successful applications from
Rhondda Cynon Taf (RCT), despite the authority area constituting seven per cent of
the sector and nine per cent of all applications (see Table 3.2). There were four
applications from the area that were rejected with ‘No funding available’ provided as
the reason. Had those gone through, the area would have been well represented.
Conversely, local authorities in the north-east appear to be overrepresented, with
Wrexham and Conwy accounting for 24 per cent of successful applicants (despite
only representing six per cent of all childminders in Wales). This may in part be
because the area has a Business Wales advisor who is particularly well versed in
childcare, a point highlighted during our scoping interviews. Furthermore, Powys
has an overrepresentation (12 per cent of successful applicants, with the area only
accounting for five per cent of all childminders), whilst West Wales appears to be
underrepresented. For instance, there were no successful applicants from
Gwynedd, Pembrokeshire or Ceredigion (despite these areas accounting for 12 per
cent of all childminders). Again, these variations may reflect the difference in
understanding of and familiarity with the schemes among key individuals within

Business Wales, local authorities, and Cwlwm partners and where they are based.
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Table 3.2: Distribution of applicants to the Childminder Start-up Grant in comparison
with all childminders, by local authority area

A %ofall  Successtul %Al ay

applications applications applications applications childminders

Cardiff 11 11% 6 15% 13%
Rhondda Cynon Taf 9 9% 0 0% 7%
Vale of Glamorgan 8 8% 3 7% 7%
Carmarthenshire 8 8% 3 7% 5%
Swansea 8 8% 3 7% 6%
Wrexham 7 7% 5 12% 3%
Powys 7 7% 5 12% 5%
Conwy 7 7% 5 12% 3%
Caerphilly 6 6% 1 2% 6%
Newport 6 6% 2 5% 5%
Flintshire 5 5% 1 2% 5%
Monmouthshire 4 4% 2 5% 4%
Isle of Anglesey 3 3% 2 5% 3%
Bridgend 3 3% 1 2% 4%
Pembrokeshire 2 2% 0 0% 4%
Ceredigion 2 2% 0 0% 4%
Merthyr Tydfil 1 1% 1 2% 1%
Torfaen 1 1% 0 0% 2%
Blaenau Gwent 1 1% 1 2% 2%
Gwynedd 1 1% 0 0% 4%
Neath Port Talbot 1 1% 0 0% 5%
Denbighshire 1 1% 0 0% 2%

Source: Business Wales grant administration data and CIW record of all childminding services

3.77 We can observe these differences on a regional level'* (see Figure 3.9), where the
north is overrepresented, owing to activity in the north-east, whilst the level of
successful applications in Powys means that the Mid and West region is also well
represented, though masking a lack of uptake in the west. Equally, it shows that the
south (by which we predominantly mean the south-east over to Swansea and Neath
Port Talbot (NPT)) is underrepresented, primarily due to the lack of activity in RCT

(as mentioned), but also in NPT and Caerphilly.

* The Business Wales regions consist of the following local authorities: South — Blaenau Gwent, Bridgend,
Caerphilly, Cardiff, Merthyr Tydfil, Monmouthshire, Neath Port Talbot, Newport, Rhondda Cynon Taf, Swansea,
Torfaen, Vale of Glamorgan; North — Conwy, Denbighshire, Flintshire, Gwynedd, Isle of Anglesey, Wrexham;
Mid and West — Carmarthenshire, Ceredigion, Pembrokeshire, Powys.
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Figure 3.9: Geographical distribution of applicants to the Childminder Start-up Grant
vs. the distribution of all childminders in Wales, by Business Wales region

Successful applicants 32% 20%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
mSouth =North ~ Mid & West

Source: Business Wales grant administration data and CIW record of all childminding services
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This lack of uptake in the west may explain why only one applicant indicated a
preference for communicating in Welsh, and suggests that the scheme will have

had limited impact in increasing Welsh-medium capacity.

With regard to childcare settings, we can again observe variations in the
geographical distribution; however, it is a very different picture from the distribution
of the childminder-focused grant. Here, the southern region is overrepresented,
accounting for almost two thirds of successful applicants (despite constituting only
around half of the sector). Caerphilly, for example, saw 16 per cent of the
successful applications (despite constituting only five per cent of childcare settings
in Wales) (see Table 3.3). In contrast to the other grant scheme, settings in the
north are underrepresented, e.g. only one per cent of successful applications came
from Wrexham (despite the area constituting five per cent of all settings). We can
again observe many of the local authority areas in West Wales being
underrepresented, with merely 19 per cent of successful applications coming from
Anglesey, Gwynedd, Ceredigion, Carmarthenshire, and Pembrokeshire (despite
these areas accounting for 23 per cent of all settings). Accordingly, only seven per
cent of successful applicants had a preference for communicating in Welsh, which
again suggests that the grant may have underserved Welsh-medium provisions.
SASS data supplied by CIW provide some further insights into this, revealing that
only eight per cent of successful applicants have Welsh recorded as the main

language through which the service is provided, compared with 15 per cent of non-
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applicants (although successful applicants are more likely to provide a bilingual
service (15 per cent vs. 10 per cent of non-applicants) and the proportion with

English recorded as the main language is similar (77 per cent vs. 75 per cent)).

Table 3.3: Distribution of applicants to the New Employee Grant in comparison with
all childcare settings, by local authority area

Al %ofall  Successful % of all Al
applications applications applications sugces_sful childminders
applications

Caerphilly 14 14% 12 16% 5%
Cardiff 14 14% 9 12% 10%
Rhondda Cynon Taf 7 7% 5 7% 6%
Carmarthenshire 7 7% 4 5% 8%
Monmouthshire 6 6% 3 4% 3%
Ceredigion 6 6% 4 5% 3%
Powys 5 5% 4 5% 6%
Swansea 5 5% 5 7% 5%
Flintshire 4 4% 4 5% 6%
Gwynedd 4 4% 2 3% 6%
Merthyr Tydfil 3 3% 2 3% 2%
Vale of Glamorgan 3 3% 3 4% 4%
Blaenau Gwent 3 3% 2 3% 1%
Pembrokeshire 3 3% 3 4% 4%
Denbighshire 3 3% 3 4% 4%
Isle of Anglesey 2 2% 1 1% 3%
Newport 2 2% 1 1% 4%
Torfaen 2 2% 2 3% 3%
Bridgend 2 2% 2 3% 4%
Wrexham 1 1% 1 1% 7%
Neath Port Talbot 1 1% 1 1% 3%
Conwy 0 0% 0 0% 5%

Source: Business Wales grant administration data and CIW record of all childcare settings

15 CIW collects data on registered providers through a self-completion survey, Self Assessment of Service Statement (SASS).
SASS data from 2021 provide some further insight into language.
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Figure 3.10: Geographical distribution of applicants to the New Employee Grant vs.
the distribution of all childcare settings in Wales, by Business Wales region

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
m South = North Mid & West

Source: Business Wales grant administration data and CIW record of all childcare settings

3.80 The age distribution of the organisations supported through the New Employee
Grant broadly reflects the wider sector, as shown in Figure 3.11 below.

Figure 3.11: Current age distribution (at the time of analysis) of applicant
organisations to the New Employee Grant vs. the distribution of all childcare settings
in Wales

45% 419,

o
10% 39%
35%
30%

25%
25% 20% 20% 21%
20% 150, 17%
15%
10%
3%

o mm
0% —

Upto 5 years 6-10years 11-15years 16-20 years 20+ years

mApplicants = Non-applicants

Source: SASS data supplied by CIW

3.81  The data may suggest that successful applicants were slightly larger organisations
than is typical. The 2021 SASS data certainly suggest this, with 22 per cent of
successful applicants responding to the SASS in 2021 employing more than 20 staff
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in comparison to only eight per cent of non-applicants (see Figure 3.12 below).
However, it is important to note that the SASS data shared with us only contain
employee data for 23 (32 per cent) successful applicants; thus, the data should be
treated with caution. We can also draw on a larger sample from our beneficiary
survey which asked about staffing capacity. This revealed that before accessing the
support, 14 per cent of businesses employed more than 20 people. Taken together,
this further suggests that larger organisations are overrepresented in the New

Employee Grant uptake.

Figure 3.12: No. of staff employed by applicants to the New Employee Grant vs. all
childcare settings in Wales

Successful applicant (2021 SASS data) n=23 35% 22% 22% [ 22%
Successiul applicant (Wavehill Beneficiary survey
data - PRE-SUPPORT) n=35 ikl 17%  23% [N
Unsuccessful applicant 38% 25% 38% 0%
Non applicant 43% 29% 20% 8%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%100%
Upto5 n6to10 =11t020 m21to 50

Source: SASS data supplied by CIW

3.82

We collected further information on the types of businesses supported, including
exploration of their funding models and propensity for accessing support. The same
questions were asked in the beneficiary and non-beneficiary surveys in order to
benchmark beneficiaries against the broader sector. These data suggest that the
grants have often been accessed by businesses who are more proactive in seeking
this type of support. For instance, as Figure 3.13 demonstrates below, beneficiaries
were much more likely to have accessed a range of support schemes in the past,
from business development support to capital grants, whilst around one fifth had
already received subsidies to take on new staff members prior to accessing this

support.
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Figure 3.13: Beneficiary and non-beneficiary surveys: ‘In the past, have you accessed
support from other organisations to do any of the following?’

00% 50%
o 0,

50%; 47% o

o 44% 40%
40%
0
20% ’
0%
Business development  Support to upskill  Capital investment (e.g. Grants to take on new
support workforce to increase physical  staff (e.q. from local
space) authority)

m Beneficiaries MNon-beneficiaries

Source: Beneficiary survey (n=35 childcare settings only); Non-beneficiary survey (n=51 childcare settings

only)

3.83  Furthermore, the data reveal that beneficiaries are much more likely to rely on
grants, with 77 per cent indicating that they are a ‘very important’ source of income,

compared to only 44 per cent of non-beneficiaries stating the same.

Figure 3.14: Beneficiary and non-beneficiary surveys: ‘On a scale of 1-5, where 1 is
“Not at all” and 5 is “Very important”, how important are the following sources of
income for your setting?’ (percentage reporting ‘Very important’)

o 91%
1 gg:: 80% 83% 77%
Q” 59%
40% 5
200[43 1 5%’0 22 ;;D
0% I
Fees paid by parents/  Childcare Offer Grants from the Donations
carers payments government/ocal
authority / public
sector

m Beneficianes MNon-beneficiaries

Source: Beneficiary survey (n=35 childcare settings only), Non-beneficiary survey (n=50 childcare settings
only)

3.84  Finally, we can observe that beneficiaries were much more likely to have growth
aspirations and perceive themselves to have a more sustainable business model
when compared with the wider sector (i.e. non-beneficiaries), as shown in the chart

below.
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Figure 3.15: Beneficiary and non-beneficiary surveys: ‘On a scale of 1-5, where 1 is
“Not at all” and 5 is “To a great extent”, to what extent do you agree with the
following statements prior to receiving support?’ (percentage reporting ‘6 — To a
great extent’)

60%

50%

40%
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Source: Beneficiary survey (n=35 childcare settings only);, Non-beneficiary survey (n=49 childcare settings

only)

3.85

3.86

Engagement with these grants reflects what sector-based groups highlighted to us,
namely that childcare businesses operate upon a broad continuum from those
geared towards a profit-making business to those for whom business elements are
of lesser importance in comparison to other factors, including enjoyment and work—
life balance. Indeed, sector-based groups suggested that many involved in childcare
do not recognise themselves as being ‘businesses’, and this alone impedes
engagement with business support. Accordingly, businesses which are already
‘plugged into’ support networks are also open, and well placed, to take advantage of
external grants being made available, even after consideration of any barriers to or
restrictions on expansion. This includes both their access to information on
opportunities and their ability to write successful grant applications. However, this
does have the effect of supporting organisations which would appear to be best
placed, whilst not necessarily engaging with those who are less ‘warm’, meaning

that the uptake of opportunities may not have been equal.

Against that backdrop, and given the aims of the scheme, it is perhaps unsurprising
that beneficiaries were much more likely to cite staff recruitment and retention as

key challenges prior to accessing the support. This is consistent with the ambitions
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of growing their business and may also reflect that beneficiaries are more cognisant

of their capacity challenges.

Figure 3.16: Beneficiary and non-beneficiary surveys: ‘What were the three most
significant challenges to your organisation’s sustainability and growth?’ (prior to
accessing grant support/in 2019)

Recruitment of new staff members _51% 68%

- I 44%
Retaining staff members 299,

i P 32%
Awareness of support available 59%
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Limited physical space 339,

o - I 24%
Competition with other businesses 250,

Lack of demand within area 205,;‘ Yo Non-beneficiary

m Beneficiary

Training and upskilling staff I 18% 319

; B 12%
Regulatory issues 18%,

Lack of managernal/marketing/financial gl 9%
skills/experience 10%

P 269
Other 18% o

0% 10% 20% 30% 40% 50% 60% 70% 60%

Source: Beneficiary survey (n=35 childcare settings only); Non-beneficiary survey (n=50 childcare settings
only)

How useful did recipients find the grants in achieving what they were
intended to? Did the grants support the sustainability of the setting?

3.87 It was hoped that the benefit from these grant schemes would go beyond simply
subsidising the start-up and employee costs. It was hoped that the New Employee
Grant would lead to increasing businesses’ sustainability, e.g. through developing
closer relationships with Business Wales and, thus, leading to improving business

literacy or improving the cost effectiveness of their child-to-employee ratios.

3.88  When asked in our survey, only 22 per cent of beneficiaries had received ongoing
support from Business Wales following the grant award. Accordingly, there was little
evidence of improvement to business literacy, with only seven per cent providing
the highest score with regard to the support increasing their understanding of

managing their business.
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Figure 3.17: Beneficiary survey: ‘On a scale of 1-5, where 1 is “Not at all” and 5 is “To
a great extent”, to what extent has applying for the grant generated the following
benefits for your business?’

Increased ability to meet local demand 9% 6% 24% 24% 38%
Increased our sustainability  g93% 26% 32% 20%
Increased ability to expand  12% 6%/ 15%
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Source: Beneficiary survey (n=58); NB: only childcare settings were asked the first three questions (n=34)

3.89  The data show that childcare settings do believe that the support has enabled them
to become more sustainable, with 62 per cent (21/34) providing a high score against
that measure. Most also believe that they are in a better position to expand (23/34;
68 per cent) and meet local demand (21/34; 62 per cent) as a result of the support.

In elaborating on this, one beneficiary explained it as follows:

“By creating more spaces, more children and income, [it] enabled us to develop
and put our name on the map. The more places we have, the more [valuable] we

are to locals.”
(Source: Beneficiary follow-up interview)

3.90 As the quotation above illustrates, these benefits appear to have been generated
more by the grant support itself than by the support from Business Wales that

surrounded it.

3.91  Part of the rationale behind administering the schemes through Business Wales
was to utilise their expertise to support businesses’ sustainability. For instance, they
could help to look at whether employing new staff ‘made sense’ to the businesses
with regard to their business model and the longer-term implications of taking
someone on. It was highlighted that many owners work ‘in’ the business (rather than

‘on’ the business); thus, Business Wales could help them to plan and strategise.
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However, most businesses do not appear to have engaged with Business Wales in
that way. Our understanding is that there was no clear mechanism in place to
facilitate such broader advisory support. It was not a requirement of the support —
working with Business Wales is a precondition for accessing the support in some of
their other grant schemes, but not here. Additionally, Business Wales advisors did
not appear to be sufficiently resourced to pursue that type of relationship with
clients. There appears to have been a more reactive approach in responding to
queries and requests from beneficiaries. Business Wales explained that their
service is structured as a support/task-and-finish approach and that whilst the
service can offer ongoing relationship management, it is unable to provide every

individual/business with regular, relationship-based, proactive support.

Nevertheless, if there is to be a similar ambition of using future grant schemes to
develop closer relationships between childcare businesses and Business Wales, a
dedicated resource for ongoing relationship management, which goes beyond their

core offer, should be considered.

All beneficiaries who did receive support from Business Wales reported that it had
been useful. Around half (6/13) explained that the support had involved advice
through either one-to-one sessions, telephone/email exchanges, or attending a
workshop in one instance, in relation to various aspects relating to running their

business (such as HR, planning, financial management, etc.).

Are those who were supported by the grants or their provider still
operating/employed in the childcare sector?

The beneficiary survey revealed that 85 per cent of respondents who had been
Start-up Grant recipients (17/20) are still trading either full-time or part-time as a
childminder. The three reporting that they had stopped trading did so in 2021 and
cited the pandemic as the reason for doing so.

As for the New Employee Grant, only 59 per cent (20/34) of respondents reported
that all of the staff taken on through the scheme had remained in employment at
their organisation, whilst a further 21 per cent (seven) reported that some of them
were still employed, and the remaining 21 per cent (seven) reported that none were
still employed. This may reflect the high churn within the sector (as highlighted
anecdotally by stakeholders) and broader challenges such as low pay and insecure

employment, affecting the relative attractiveness of working in the sector and
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leading to leaving for alternative employment after short periods. These broader
challenges could limit the impact that the grants can have in increasing capacity,
acting as no more than a short-term fix if employees move on quickly. Equally, the
findings may also reflect the timing of the grants, which coincided with the height of
the pandemic and may explain why some of those new staff members are no longer

employed within the businesses.

What were the implications of COVID-19 for the grants and their
effectiveness?

The pandemic-related restrictions were enforced merely six months into the delivery
of the schemes and had a major impact on the sector with regard to the temporary
(or in some cases permanent) closure of services, ratios, and, thus, staffing
capacity. Clearly, this therefore had a fundamental impact on the schemes, where
individuals previously looking to start up a childminding business had to delay or
abandon their plans, whilst businesses looking to increase their capacity suddenly
witnessed a significant reduction in the number of childcare places for which they
could provide. Accordingly, as noted previously in the report, this led to a significant
level of withdrawals, particularly among aspiring childminders. Equally, most
beneficiaries believed that the pandemic had affected their ability to use the support
as intended, with some explaining that increases in capacity had been reversed by
the pandemic, whilst others highlighted how it had disrupted the wider labour market

and made it more difficult to find suitable candidates:

“Initially it increased our numbers, but, unfortunately, due to [COVID-19], this has

gone backwards.”
(Source: Beneficiary follow-up interview)

“At the moment we have jobs going but no one is applying. | think [COVID-19]

has made people leave the sector.”

(Source: Beneficiary follow-up interview)

Childminder Start-Up Grant

How many childminders has the Childminder Start-up Grant supported? How
many additional childcare spaces have been created?

The £39,500 fund equates to funding being available for 79 aspiring childminders

(assuming £500 for each applicant). The grant administration data reveal that 77
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applications were accepted, which is close to the full amount. However, eight of
these are recorded as ‘Withdrawn’, whilst a further 28 did not proceed to draw down

the funding, likely due to COVID-19 (as we have explained previously).

In total, 41 individuals received the Childminder Start-up Grant at a cost of
£20,158.59. Ninety per cent (37/41) of grant recipients received the full amount,
whilst the remaining four received sums ranging from £390 to £476.25. This is
significantly below the £39,500 that had been allocated for the scheme, with the

amount awarded being equivalent to only 51 per cent of the budget.

On average, the childminders supported by this scheme reported that they could
provide for 8.2 places each. If we multiply this by the total number of childminders
that started trading following the intervention, we can estimate that 335 childcare

places have been created under the Childminder Start-up Grant.

The data provided above can be described as the ‘gross’ impact in increasing
capacity. However, the key question for this evaluation is concerned with
understanding to what extent the support had led to an increase in capacity which
would not otherwise have occurred. To do this, we need to convert the figure into a
‘net’ impact which accounts for the ‘deadweight’, i.e. the activity that would have
occurred without the support. We asked benéeficiaries what they would have done if
they had not received the support, all of whom indicated that they would have
started their childminding service anyway. However, all but one (14/15) reported
that it would have taken longer for them to start their business, which strongly
indicates that the scheme has had an acceleration effect on the individuals
supported (the respondents stated that they would have started their business
sooner without the support). This is beneficial because it brings forward capacity to
the system that would otherwise be delayed and, thus, does provide an important

function in increasing capacity.

We also asked respondents to estimate the scale of that acceleration effect, and
most reported it to be relatively modest (bringing the capacity forward by one to
three months), although one fifth of respondents believe that the support allowed

them to start up half a year or more sooner than they otherwise would have done.
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Figure 3.18: Beneficiary survey: ‘Approximately how much later/earlier (months)
would you have started trading?’
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Source: Beneficiary survey (n=15 childminders stating that they would have started their business at a
later/earlier date had it not been for the support)

Was the Childminder Start-up Grant a motivator for registering as a
childminder? Did the grant enable them to overcome any barriers to
becoming a childminder?

3.102 We also explored the extent to which the grant support had influenced individuals’
decision to become a childminder, revealing that the impact in that regard is
negligible, with only one respondent (six per cent) providing a high score (see
Figure 3.19 below). This is unsurprising, as most individuals (55 per cent) had
decided that they wanted to become a childminder more than a year before they
were awarded the grant, whilst the vast majority (86 per cent) had made the
decision more than half a year before receiving the funding. Only in one instance
(five per cent) did a grant recipient report that the funding was received within three
months of their deciding that they wanted to become a childminder — that individual
also reported that the grant was a motivator ‘to a great extent’ for registering as a
childminder. These data are consistent with the previous findings demonstrating
that the main impact has been that of accelerating start-ups, although there may
have been a small proportion starting a business that would not have otherwise

done so had the support not been available.
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Figure 3.19: Beneficiary survey: ‘On a scale of 1-5, where 1 is “Not at all” and 5 is “To
a great extent”, to what extent did the grant inform your decision to become a
childminder?’
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Source: Beneficiary survey (n=18 childminders only)

3.103 Half of respondents indicated that cost was a barrier to becoming a childminder,

whilst the same proportion also cited paperwork.

What did childminders use their grant funding for?

3.104 Most beneficiaries used the Childminder Start-up Grant to cover a range of different

costs, predominantly equipment and training (as shown in Figure 3.20 below).

Figure 3.20: Application form data on intended use of funding
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Source: Business Wales grant administration data
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New Employee Grant

How many new childcare employees has the New Employee Grant supported?
How many childcare employers has the New Employee Grant supported?
According to the scheme’s MI data, 118 jobs have been created following the grant
support at a cost of £248,500, meaning that 83 per cent of the £300k budget has
been spent. Most of the underspend can be explained by applicants failing to recruit
new members of staff as intended. As we explained in the previous chapter, grant
recipients only received a payment of £500 ‘upfront’, with the remaining £1,500
being withheld and only paid retrospectively upon evidence of recruitment. The data
show that beneficiaries had committed to using the grant funding to recruit a further
25 employees collectively. Were they to have succeeded, the scheme would have
spent £286k or 95 per cent of its budget and supported 143 new jobs. Nevertheless,
the scheme did succeed in creating 83 per cent of the jobs that had been intended,

and 79 per cent of the overall target (150).

In total, 59 childcare settings took on two new staff members each on average. Just
below one fifth (19 per cent) did not manage to undertake any planned recruitment
at all, whilst 78 per cent had achieved what they had been funded to deliver (see
Figure 3.21). Furthermore, 589 new childcare places were reported, equivalent to

5.5 places per new role.

Figure 3.21: No. of new employees recruited through the scheme vs. target outlined
in the application form
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Source: Business Wales grant administration data
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How many new jobs have been created as a result of the New Employee Grant
and the number of settings? Did the New Employee Grant help providers to
overcome barriers to employing new starters?

There are a number of ways in which to convert these figures into net estimates,
utilising self-reported data alongside the non-beneficiary survey and broader
sectoral data. Firstly, as with childminders, we asked beneficiaries whether they
would have taken on new staff members without the support in order to identify the
proportion of impacts that can be attributed to the scheme. There is again a clear
acceleration effect, with 29 per cent (10/34) reporting that it would have taken
longer to recruit without the support; however, 32 per cent (11 respondents)
attributed the entire impact to the grant scheme by indicating that they would not
have employed the new staff members at all without the support. Around one
quarter reported that they would have taken on fewer staff members, whilst very few
(only 12 per cent or 4/34) reported no impact from the scheme. Taken together, by
applying a weighting to each of these statements, we estimate that 60 per cent of
the gross impact can be attributed to the scheme, meaning that it has created 71

jobs and 355 childcare places that would not otherwise have occurred™®.

Table 3.4: Beneficiary survey: ‘Thinking about the new employees that you took on
through the grant support, what would have happened if your business had not
received the grant?’

. L % of survey Net additional Net additional
Weighting . .
responses jobs childcare places

| would have taken on new
employees in exactly the same 0% 12% 0 0
way
| would have taken on new 50% 299, 17 .4 86.6
employees but at a later date
| would have taken on fewer new 50% 26% 15.6 78.0
employees
| would not have taken on new 100% 329%, 38.2 190.6
employees at all
Overall 711 355.1

Source: Beneficiary survey (n=34)

6 We assigned a 100 per cent net additional impact weighting (i.e. impacts that occurred as a result of the
support) where respondents indicated that they would not have taken on new employees at all; 50 per cent for
those citing that they would have taken longer or not taken on as many; and 0 per cent for respondents indicating
that they would have taken on new employees in exactly the same way.
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Elaborating on this in the follow-up interviews, respondents explained that the
funding was needed in order to help their cash flow, recruit an employee with the
right qualifications, or enable them to train an existing employee to gain a new

qualification:

“We wouldn’t have [because] the funds weren’t [readily] available with cash flow
and it enabled me to have a specific staff member for that one child.” (Source:

Beneficiary follow-up interview)

“At that time we wouldn’t have. [Child] fees wouldn’t have covered staff wages.”

(Source: Benéeficiary follow-up interview)

“‘Even though | had enough staff for the ratio, | had an opportunity to train a new

member whilst doing their qualification.” (Source: Beneficiary follow-up interview)

“The fund enabled us to recruit someone at the level of qualifications we

needed.” (Source: Beneficiary follow-up interview)

We also tested the extent to which the grant had influenced the decision made by
childcare settings to take on a new staff member. As we can see in Figure 3.22
below, the response from respondents to the beneficiary survey contrasts greatly
with that of aspiring childminders. Whilst the latter were already committed to
starting the business and would have done so regardless of the grant support, the
data show that the availability of support has been a significant factor in childcare

settings’ decision to increase their capacity.

Figure 3.22: On a scale of 1-5, where 1 is “Not at all”’ and 5 is “To a great extent”, to
what extent did the grant inform your decision to recruit a new member of staff?’
(comparison with childminder data)
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Source: Beneficiary survey (n=18 childminders; n=34 childcare setfings)
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3.110 Additionally, the survey asked beneficiaries to provide the number of staff and
childcare places that they offered before and after accessing the grant support. This
showed that 78 per cent employed more staff after the support and 48 per cent
offered more childcare places'”. On average, beneficiaries reported an increase of
two employee members and almost five childcare places following the support. By
comparison, the increase reported by non-beneficiaries was negligible (0.06 on
average), whilst they reported a decline of almost three childcare places over the
same period. Such comparisons should be made with caution, given some of the
weaknesses in the non-beneficiary sampling; however, it further indicates that the
grant schemes have supported businesses in growing their capacity.

Figure 3.23: Beneficiary and non-beneficiary data — Analysis of capacity reported
before and after support

Beneficiaries' staffing capacity 19% 3%

Non-beneficiaries' staffing capacity 46% 26%
Childcare places offered by beneficiaries 48% 42% 9%
Childcare places offered by non-beneficiaries 53% 22%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
mIncrease Stayed the same Decrease

Source: Beneficiary survey (n=33 childcare settings only); Non-beneficiary survey (n=34 childcare settings
only)

3.111 Further analysis reveals that the beneficiaries reporting an increase in staff had
taken on 2.2 new staff members through the scheme on average, whilst those
reporting less or the same level of staffing after the support had only taken on 0.9
staff each on average through the scheme. This correlation between the number of
new staff taken on through the scheme and the increase in staffing capacity further
suggests that the scheme has led to an increase in capacity which would not

otherwise have occurred.

7 The remaining respondents reported that their staffing capacity had remained the same (19 per cent) or
decreased (three per cent), and the number of childcare places had remained the same (42 per cent) or
decreased (nine per cent).
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What were the qualification levels of those employed as a result of the grant?
Did they move to undertake further training/an apprenticeship following their
employment?

The survey data show that 76 per cent of staff had gone on to undertake training,
incorporating a range of different areas (as shown in Figure 3.24 below). Fifteen of
the 18 respondents that specified the qualification level reported that those
employed had gone on to achieve a Level 3 qualification, typically in children’s care,

learning and development.

Figure 3.24: Beneficiary survey: ‘Please specify what was the training/qualifications’
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Source: Beneficiary survey (n=26 childcare setting respondents reporting that the new staff members had
gone on to undertake training)
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Strategic Fit

Are start-up grants an effective way in which to support childminder numbers
and childcare spaces? What are the views on this approach and are there any
alternative models that could support the sustainability of the childcare
sector?

The findings outlined thus far in this report would suggest that the two grant
schemes do have an important role to play in increasing capacity — the Start-up
Grant by allowing childminders to enter the sector sooner, and the New Employee
Grant does appear to have an impact in increasing capacity. However, this certainly

only covers part of the equation.

The Start-up Grant does not appear to have a significant impact in motivating

individuals to become childminders, as it can only be accessed by individuals
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already committed to doing so. Without a large, resource-intensive communication
campaign it is difficult to see how individuals could be made aware of the option
without having actively looked into it and, thus, already being aspiring childminders.
Furthermore, an offer of £500 is unlikely to persuade many to change their career or
actively pursue childminding if they had not already done so. Thus, these grants
should be considered a tool with which to accelerate the journey into childminding,

but not as a way of encouraging new entrants into childminding.

The offer of subsidising new employees does appear to provide an important
incentive for businesses, with feedback from both beneficiaries and non-
beneficiaries suggesting that the availability of finance acts as one of the main
barriers to recruiting new staff members (see Figure 3.25). However, survey
respondents were almost as likely to cite a lack of suitable applicants as the main
barrier. Clearly, finance on its own will not address the issues facing the sector, as
there needs to be a sufficient availability of labour to fill the vacancies. Thus, making
childcare a more attractive sector in which to work is an obvious strategic need and
should be delivered in tandem with the offer of financial support. Linked to this,
there are clear challenges surrounding retention, which was one of the main
challenges cited by respondents (see Figure 3.16 above), whilst stakeholder
interviewees highlighted it as being a major issue facing the sector. Thus, providing
support to remain in the sector is arguably as important as providing support to
enter the sector. The main issue underpinning both of these challenges appears to
be the attractiveness relative to other sectors (due to pay, job security and

conditions, etc.).
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Figure 3.25: Beneficiary and non-beneficiary surveys: ‘Please rank the following
challenges from 1: most significant challenge to 5: least significant challenge with
regard to the recruitment of new staff members.’ (percentage selecting 1: most
significant challenge)
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Source: Beneficiary survey (n=27 childcare settings only); Non-beneficiary survey (n=39 childcare settings

only)
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Staffing capacity is, of course, merely one of the considerations for increasing the
supply of childcare, with physical capacity being another crucial factor (again, this
was one of the main challenges cited in the survey; see Figure 3.16). Regulations in
relation to space, ratios and qualifications add further complexity to the ambition of
increasing capacity, with all of this being based on a very diverse sector that
includes a significant proportion of managers and owners who are not particularly
‘business-minded’ and may need support to navigate the best way in which to
sustain and grow their business. Accordingly, future interventions should be as
holistic as possible to account for the many and different needs of businesses and

individuals.

Moreover, several stakeholders highlighted during the scoping interviews how the
grant support landscape is too convoluted between the different offers from the
Welsh Government, local government, and other parties, often with very similar
offers but slight variances in the funding amount, the eligibility and, crucially, the
grant windows. Stakeholders were of the view that the schemes are best designed
on a national level to aid communication and provide equity, whilst they are best
administered on a local level to reflect how beneficiaries typically engage with the

grant schemes.
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3.118 Stakeholders further highlighted the issue of delivering schemes in such narrow

grant windows:

“[Scheme delivery bodies] want money to be spent in a limited time. It needs six
months to a year to develop as the number of children build up, but they want
money spent in two months. It's not long enough. Extra funding is great but
there’s no strategic funding [...]. Organisations and settings need longer-term
funding [that is] less prescribed. There’s application fatigue.” (Source: Scoping

interview)
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4.1

4.2

4.3

4.4

4.5

Conclusions and Recommendations

Importance of Supporting the Childcare Sector

The childcare sector provides an important welfare function in Welsh society,
including in supporting children and families. Good-quality childcare provision, for
example, is linked to positive child development outcomes that can have broader
impacts over the life course'®. Furthermore, provision may empower and enable
parents and carers to remain or access employment, which are also linked to

positive family well-being, social and economic outcomes'®.

The childcare sector in Wales faces a range of challenges and barriers in providing
childcare places. Comprehensive mapping work has shown a significant shortfall in
the supply of childcare provision, which is shaped in part by factors such as high
demand and challenges in the recruitment and retention of practitioners. Local and
national capacity constraints limit the potential impact of the sector as a whole in

supporting young children and their parents or carers.

Rationale behind Support

In response to these challenges, particularly regarding the recruitment of
practitioners into the sector, the Welsh Government made funding available through
the childcare grant schemes. They sought to provide financial incentives for settings
to recruit new staff and for those considering entering childminding. The grants
sought to remove or reduce the cost of entry into the childminding profession or in

settings taking on new staff.

This evaluation sought to explore the extent and impact of these grants upon
childcare places. Ultimately, it sought to explore the role and potential impact of

financial incentives in supporting the childcare sector in increasing capacity.

Decision Making and Financial Support

An important aspect in understanding the impact of the schemes was that of
considering the decision-making processes of potential beneficiaries. Decisions
surrounding whether to access grants were found to be complex and multifaceted.
This was discussed at length with stakeholders during the scoping consultation,

who highlighted that those considering entering childminding, for example, were

8 Effective Provision of Pre-School Education (2003).

9 Prosperity for All: Economic Action Plan 2019.
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weighing up a range of considerations before entering the profession, whilst
childcare settings were also weighing up the economic implications of recruiting
staff with other considerations, including the availability of suitably qualified
practitioners, physical space, etc. The beneficiary survey also confirmed that issues
such as limited physical space were among the main challenges that they had
faced. This suggests that financial considerations form an important, however
partial, factor in informing decisions on whether to enter the sector or recruit new
staff.

Scheme Design and Implementation

Childcare providers receive information from a range of sources. At the more formal
end, these include sector-based organisations (e.g. PACEY Cymru, NDNA, etc.),
local authority support, and Business Wales, but locally based informal networks
are also a good conduit of information, particularly for childminders, who are often
less engaged with formal networks. Indeed, our focus group data and conversations
with sector-based organisations reinforced concerns that many find formal

engagement to be ‘daunting’.

This may explain why the local authority lead or sector-based organisation with
whom they have an existing relationship is often a more accessible and more
trusted source of engagement. This has implications for the promotion of grants to

the sector in future.

The size of grants was well received by settings, but the feedback from
childminders was much more mixed, with many highlighting that it was not sufficient

for their needs.

Impact of the Schemes

Childcare Settings

In respect of the grant for the recruitment of new staff, existing businesses are well
placed to undertake an assessment of their own needs and make decisions that will

support the business.

The self-reported data from childcare settings suggest that they have taken the
opportunity to defray costs of expansion and, at the same time, test the market
regarding whether expansion of the business in terms of staff numbers is

sustainable (the grant is payable after a 10-week period, providing a potential opt-
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out from long-term commitments if the expansion is unsuccessful). This is in line

with the rationale behind the grants.

Naturally, it is hoped that expansion will be sustainable, based on the assumed
market demand for childcare services, as well as the availability of appropriate staff,

and that growth in capacity for the childcare setting will become permanent.

However, while this might be assumed, all things being equal, there have been
substantial headwinds to the sector in recent years that might have had a greater
impact on the profitability and sustainability of a business, most obviously the
COVID-19 pandemic but also other reasons for market departure, including

retirement or alternative career options for business owners.

There may be other barriers to expansion, including, for example, the size of the
property, which are required in advance of business expansion and employing new
staff. Expansion through the employment of additional staff, and therefore capacity
for childcare spaces, is part of a pipeline of activities for the provider in which
preparatory work may be required before reaching a point at which this is possible.
The assumption is also that there are available and appropriately trained staff within

the local labour market who can undertake these newly created roles.

Childminders

It appears that the main advantage of grants to new childminders is in providing an
acceleration effect to their market entry. The self-reported data from childminders
suggest that they have already made a decision to enter the sector and that this
grant supports them at a key point of their journey. This is beneficial because it
brings forward capacity to the system that would otherwise be delayed, and at a

relatively small subsidy cost.

According to self-reported information, new childminders to the sector, who perhaps
have not yet developed informal networks and sources of information, found out
about the grant from one of the formal sources available to them in the early stages
of their market entry — local authority contacts, sector-based organisations, and

Business Wales.

If the opportunities of the grant were not well known amongst potential entrants prior
to making enquiries as to becoming a childminder, then it did not act as an initial
incentive for a career change. The pipeline for becoming a childminder is not

necessarily linear, and may include a number of enquiries or opportunities to test
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the water before committing to the training and registration. Highlighting grant

opportunities to potential market entrants is important.

The Start-up Grant is not, by itself, likely to be large enough to provide motivation to
enter the sector, but defrays some of the initial setup costs associated with
becoming a childminder. In that respect, this lines up alongside a range of other

grants offered by local authorities that act as a similar small-scale incentive.

If the rationale behind the grant is to incentivise entry to the market and create
behavioural change, then consideration must be given to how this is promoted to
potential childminders, to positively influence a decision, and whether the scale is
sufficient to change behaviour. Nevertheless, the grant does show benefits in

supporting new childminders into the role.

Coherence and Consistency of Support

We heard on a number of occasions about the complicated ecosystem of available
grants which needed to be interpreted by childminders with regard to their
usefulness and eligibility criteria, particularly whether they were similar across the
country, whether they were targeted towards specific groups, or whether the same
grant was being given alternative names by different local authorities (leading to
confusion for sector-based organisations and providers working across multiple

geographical areas).

This relative coherence between central and local government grants requires
further consideration to avoid duplication of effort, and to simplify the system from
the perspective of potential beneficiaries. We heard from local authority sources that
the nature of information dissemination means that a range of grants are developed
by different Welsh Government departments and then communicated to local
authority staff, making them a single point of contact for all queries from providers. It
was suggested that greater liaison between Welsh Government departments might

simplify the process downstream.

Concluding Reflections

Overall, there is evidence with which to suggest that financial incentives can play an
important role in increasing capacity within the sector. There is strong evidence, for
example, that the grants had an acceleration effect for childminders, bringing
increases in capacity earlier than they would have occurred, whilst they have also

incentivised businesses to take on staff members.
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The extent of the impact of financial incentives is constrained in a number of
important ways, including broader structural challenges facing the sector in relation
to recruitment and retention, such as the availability of suitably qualified staff and
how attractive the profession is to new entrants. The relative effectiveness of
financial incentives may therefore be closely linked to the relative coherence of
broader support offered to the sector, such as through further thought and reflection

on how to make careers within the childcare sector more attractive.

Recommendations

Based on these findings, we make the following recommendations:

The complexity of decision making could be taken into account in the design of grant
schemes. If practically possible, this could include, for example, designing schemes
that have longer timeframes and that move away from grant windows. This could
serve to create a more consistent offer that better reflects the complexity and

timeframes surrounding decision making for potential childminders and settings.

Consider whether future schemes should provide larger grants to aspiring
childminders in order to defray a higher proportion of start-up costs and act as a

better incentive to enter the sector.

Consideration should be given to resourcing a larger promotional campaign to reach
individuals who are not already on the journey into childminding if the strategic
objective is to encourage new entrants (rather than simply accelerating the process

of those already committed).

Future schemes should consider how financial incentives align with broader support
that addresses far-reaching issues and challenges, including in attracting
practitioners to the sector. This includes, for example, raising the profile of the

profession and providing clearer progression pathways.

A detailed support mapping and gap analysis may be valuable in understanding the
existing support mix available to settings and childminders and supporting the
creation of a more consistent and more coherent offer to the sector. This could be
used to shape future financial support, as well as ensuring that it links coherently with

other support on offer.

The Welsh Government should draw on logic models and theories of change in

supporting the design of future policy and programming.
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Future schemes should consider whether there should be better ongoing
communication and collaboration with partners to account for applicants who had to
withdraw. Alternatively, future schemes could consider whether funding should be
provided in waves to enable the reopening of funding to fulfil the full allocation.
However, this could pose a risk to the Welsh Government and ministers due to raised

expectations.

Consider whether future schemes should incorporate a better mechanism to ensure

that businesses receive business advisory support alongside the financial support.

70



	1. Introduction
	Research Objectives
	Key Evaluation Questions Listed in the Specification
	Administration of grants
	Impact of grants
	For the Childminder Start-up Grant specifically
	For the New Employee Grant specifically
	Applicants who withdrew from the grant process
	Strategic fit

	2. Methodology
	Evaluation Approach
	Report Terminology and Layout

	3. Research Context and Findings
	Childcare Situation in Wales
	Related Policy
	Challenges and Support
	Workforce
	Business Rates Relief (BRR)
	Coronavirus Childcare Assistance Scheme (C-CAS)
	Size and Composition of the Childcare Sector
	Scheme Overview and Theory of Change
	Rationale
	Scheme Design and Delivery Model
	Overview
	Eligibility and Grant Parameters
	Marketing and Ongoing Support
	Application and Selection Process
	Administering the Grants
	Intended Impacts
	Findings
	How were individuals made aware of the Business Wales grants? Was information on the grants easy to find?
	How easy was the application process? How easy was it to provide the evidence required to receive the funding? Were there any barriers to applying for or claiming the funding for the grants?
	How many individuals made initial applications for either grant but then withdrew from the process or did not claim the full grant amount? What are the reasons for this and what does this tell us about the effectiveness of the grants?
	Impact of Grants
	Overview
	What are the profiles of grant recipients (geography, size, etc.)? What do the profiles tell us about how the grants were accessed, the spread across Wales, and the provider type?
	How useful did recipients find the grants in achieving what they were intended to? Did the grants support the sustainability of the setting?
	Are those who were supported by the grants or their provider still operating/employed in the childcare sector?
	What were the implications of COVID-19 for the grants and their effectiveness?
	Childminder Start-Up Grant
	How many childminders has the Childminder Start-up Grant supported? How many additional childcare spaces have been created?
	Was the Childminder Start-up Grant a motivator for registering as a childminder? Did the grant enable them to overcome any barriers to becoming a childminder?
	What did childminders use their grant funding for?
	New Employee Grant
	How many new childcare employees has the New Employee Grant supported? How many childcare employers has the New Employee Grant supported?
	How many new jobs have been created as a result of the New Employee Grant and the number of settings? Did the New Employee Grant help providers to overcome barriers to employing new starters?
	What were the qualification levels of those employed as a result of the grant? Did they move to undertake further training/an apprenticeship following their employment?
	Strategic Fit
	Are start-up grants an effective way in which to support childminder numbers and childcare spaces? What are the views on this approach and are there any alternative models that could support the sustainability of the childcare sector?

	4. Conclusions and Recommendations
	Importance of Supporting the Childcare Sector
	Rationale behind Support
	Decision Making and Financial Support
	Scheme Design and Implementation
	Impact of the Schemes
	Childminders
	Coherence and Consistency of Support
	Concluding Reflections
	Recommendations


