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SUMMARY 

The Government currently invests £5.2 billion annually in early education and 

childcare, set to rise to £6.4 billion in the next Parliament with the 

implementation of the tax-free childcare scheme and the roll-out of Universal 

Credit. The stated aims of this investment are three-fold: to promote child 

development for all children, to narrow the gap in attainment between the most 

disadvantaged children and their better off peers; and to enable parents to work. 

Our evidence suggests that there is a fourth implicit aim, strongly supported by our 

witnesses, and that is poverty reduction: in the short term, through support for 

childcare costs, enabling parents to work; in the longer term, through the provision 

of high quality early education, enabling children from disadvantaged backgrounds 

to achieve their potential and break the cycle of inter-generational poverty. 

Government policy supports childcare in three main ways: through the free early 

education entitlement, consisting of 15 hours of free early education for 38 weeks 

of the year for all three and four year-olds, and the 40% most disadvantaged two 

year-olds; through the childcare element of Working Tax Credits, soon to be 

replaced by Universal Credit; and through employer-supported childcare 

vouchers, soon to be replaced by the tax-free childcare scheme. 

Many of our witnesses acknowledged the trade-offs inherent in a policy which 

seeks on the one hand to promote child development, and on the other hand to 

facilitate parental employment. For example, cheap, low-quality childcare might 

help parents to work, but it would not meet the Government's child development 

objectives. There is therefore an inherent tension which must be managed; hard 

choices have to be made. No evidence was presented to us to suggest that the 

Government formally recognised the need for such trade-offs. We find there is an 

urgent need for the Government to clarify how the competing aims of the policy 

are prioritised and what mechanisms exist between Government departments to 

address necessary trade-offs. 

Early education 

There is a sound evidence base to support the value of high quality early education 

for three and four year-olds in improving child outcomes. It is particularly effective 

in the case of disadvantaged children whose home learning environment may not 

equip them to reach a good level of development. However, early education alone 

is insufficient to address the attainment gap. The evidence indicates that the home 

learning environment is critical to a child’s development. 

There is a lack of robust data evaluating the effectiveness of the Government's free 

early education entitlement policy. That in itself needs to be addressed—the 

Government must seek evidence on the effectiveness of its spending. 

There is evidence that many three and four year-olds would be accessing some 

form of early education even in the absence of the free early education policy. 

Furthermore, there are indications that the characteristics of early education and 

care which have been found to have an impact on child outcomes are missing in 

some of the settings offering the free entitlement; a recent evaluation of the roll-

out of the policy between 2002 and 2007 found the impact on child development 

to be small. The reasons for this are complex and relate to the origins of the 

childcare market, and the level of quality in the Private, Voluntary and 

Independent (PVI) sector, through which the Government seeks to implement its 

early education policy. 
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Given the Government’s objective of narrowing the attainment gap, we ask the 

Government to prioritise its spending to ensure best value for its investment. We 

know that children from disadvantaged backgrounds stand to benefit more from 

early education, and are less likely to be accessing it in the absence of the policy. 

We therefore recommend that the Government reviews the overall budget for early 

education and childcare support and considers whether the evidence supports 

targeting more resources at those children most likely to benefit. A tool for doing 

so already exists in the Early Years Pupil Premium. 

We also know that the quality of early education has a bearing on the child 

development outcomes that can be achieved. It is a false economy to invest in early 

education to a level insufficient to improve child outcomes. The Private, Voluntary 

and Independent (PVI) sector is a key stakeholder in the delivery of the 

Government’s free early education policy. We acknowledge that there is some very 

good provision in the PVI sector but the evidence indicates that on average quality 

is lower in the PVI sector than in the maintained sector. A key indicator of quality 

is the proportion of highly qualified staff working in settings. We ask the 

Government to prioritise its spending to ensure that it meets its objectives on child 

development. This means increasing the proportion of highly qualified staff 

working in the PVI sector, and ensuring that the sector is properly funded to 

deliver the free early education entitlement. To that end, we recommend that the 

Government reviews the budget for early education and childcare to ensure that all 

settings, whether in the maintained or PVI sector, are able to employ highly 

qualified and trained staff. 

There is legitimate cause for concern about the uneven allocation of funding for 

free early education places in the PVI sector. We recommend that the 

Government’s review of resources includes a review of how local authorities 

discharge their duties in respect of funding free early education places in the PVI 

sector. 

The Government already prioritises disadvantaged two year-olds by extending free 

early education to the 40% most disadvantaged. However, over a quarter are 

accessing the entitlement at settings that have not been rated good or outstanding 

by Ofsted. This represents a missed opportunity and poor value for the 

Government's investment. We recommend restricting the delivery of free early 

education for two year-olds to settings rated good or outstanding. Allowing for a 

period of adjustment, we believe this should be a firm target over the course of the 

next Parliament, to be achieved no later than 2020. 

Childcare support 

There is insufficient data to judge whether demand-side subsidies for childcare 

have had an impact on parental, and especially maternal, employment rates. There 

are indications that childcare costs, while important, are not the only factor 

influencing work decisions: quality, availability and flexibility of childcare are 

important; as is the availability of part-time and flexible work opportunities for 

parents to take up. There is a need for the Government to establish a better UK-

specific evidence base on parental employment choices and the cost of childcare. 

There is evidence that the design of the current subsidy is confusing, leading to 

erroneous claims and under-claiming by those whom the policy was designed to 

support. It is also not well aligned to the way in which childcare costs are typically 

paid. The new tax-free childcare scheme will introduce childcare accounts, 

providing a new mechanism for childcare subsidy to support middle and higher 
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income earners. We see potential for simplification. We recommend the 

Government considers whether the new tax-free childcare scheme provides an 

opportunity for a single mechanism for childcare subsidy to support working 

parents.  
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CONCLUSIONS AND RECOMMENDATIONS 

Government policy 

1. We share the concern expressed by our witnesses about the lack of coherence 

in the Government’s stated objectives for childcare policy. Many witnesses 

pointed out the trade-offs necessary to achieve the separate strands of 

policy—improving child outcomes, narrowing the attainment gap, and 

facilitating parental employment. No evidence was presented to us to suggest 

that the need for such trade-offs was formally acknowledged by Government. 

(Paragraph 25) 

2. We recommend the Government clarifies how competing aims between the 

policy strands are prioritised, and what mechanisms are in place between 

Government departments to address necessary trade-offs. (Paragraph 26) 

The value of early education 

3. There is a sound evidence base that indicates that high quality early 

education for three and four year-olds has the potential to improve outcomes 

for all children and especially so for the most disadvantaged. (Paragraph 46) 

4. High quality early education has a crucial role to play in helping 

disadvantaged children to reach their full potential. For this group in 

particular the impact can be substantial. Greater value for money in terms of 

child outcomes is obtained by investing in early education for this group, 

than for all children. (Paragraph 54) 

5. We therefore recommend that the Government reviews the current 

distribution of resources within the overall budget for early education and 

childcare support, and consider whether the evidence supports targeting 

more resources at those children most likely to benefit. A tool for doing so 

already exists in the Early Years Pupil Premium. This represents better value 

than extending universal provision. The same evidence-based approach 

should be used to determine whether, and if so how, any new resources 

should be committed to the early years. (Paragraph 55) 

Home learning environment 

6. Early education is not a magic bullet in relation to closing the attainment 

gap. It should be considered alongside other interventions. The role of the 

home learning environment is critical in a child’s development. Early 

education needs to be accompanied by programmes to support families in 

providing a positive home learning environment. We recommend the 

Government considers how such programmes could be established alongside 

the free early education entitlement. (Paragraph 56) 

Evaluating the free early education entitlement 

7. There is evidence that a significant proportion of three and four year-olds 

would be accessing some form of early education even in the absence of the 

policy. This underlines the need for a robust assessment of impact. 

(Paragraph 72) 
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8. There are indications that the characteristics of early education and care 

which have been found to have an impact on children’s outcomes, and which 

are especially important for the most disadvantaged children, are not present 

across the board in the delivery of free early education. (Paragraph 77) 

9. However, the current assessment framework does not allow outcomes to be 

linked to specific provision. There is insufficient evidence to judge whether 

or not the early education entitlement on the whole is delivering improved 

outcomes. (Paragraph 78) 

10. We are disappointed that there has been no rigorous evaluation of the free 

early education entitlement policy to date. While we commend the 

commissioning of the Study for Early Education and Development (SEED), 

we find that it is long over-due. There is an urgent need for a better evidence 

base to be developed to allow the value of the state’s intervention to be 

ascertained. (Paragraph 79) 

11. We recommend that the Government seeks robust evidence on the 

effectiveness and value for money of its early education entitlement offer. 

(Paragraph 80) 

Free early education places in the Private, Voluntary and Independent 

(PVI) sector 

12. The PVI sector is an important stakeholder in the delivery of the 

Government's free early education entitlement policy. 60% of three year-olds 

and 96% of disadvantaged two year-olds who are accessing their entitlement 

are doing so in a PVI setting. (Paragraph 83) 

13. Staff qualifications are an important indicator of quality in the delivery of 

early education and care. The maintained sector employs a greater 

proportion of staff at a higher level of qualification than the PVI sector. 

Provision in the maintained sector is correspondingly found to be of higher 

quality on average than that in the PVI sector. (Paragraph 91) 

14. We recommend that the Government considers how the proportion of staff 

qualified at a higher level can be increased in the PVI sector to drive up 

overall quality. In line with that, we also recommend that the Government 

reconsiders its response to the Nutbrown Review. (Paragraph 92) 

Under-funding of free early education places in the PVI sector 

15. Evidence suggests that the money allocated to free early education policy, 

and distributed by local authorities, does not cover the economic cost of 

delivering the free hours in the PVI sector. Many local authorities pay less to 

PVI settings than they do to maintained settings. While this continues there 

is little prospect that the sector can afford to improve quality to a level that 

would have more impact on child outcomes. (Paragraph 99) 

16. It is a false economy to fail to invest to a level sufficient to ensure high quality 

provision and therefore improved outcomes. We therefore recommend that 

the Government reviews the current distribution of resources within the 

overall budget for early education and childcare support, and considers how 

resources are prioritised to ensure that all settings, whether in the PVI or 

maintained sector, are able to employ well-qualified and trained staff, to 
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deliver the child outcomes which the policy was designed to achieve. 

(Paragraph 100) 

17. There is legitimate cause for concern about the uneven allocation of funding 

for free early education places in the PVI sector. We recommend that the 

Government’s review of resources includes a review of how local authorities 

discharge their duties in respect of funding free early education places in the 

PVI sector. (Paragraph 101) 

Cross-subsidisation 

18. There is evidence that the funding shortfall in the rates offered to PVI 

providers for delivery of the free early education entitlement is met in some 

settings by cross-subsidisation from some fee-paying parents. This means 

that parents are subsidising themselves, or other parents, in order to benefit 

from the Government’s flagship early education policy. (Paragraph 106) 

19. The intention of the free early education policy is that 15 hours of early 

education per week are accessed at no cost to the parents. We recommend 

that the Government reviews the current distribution of resources within the 

overall budget for early education and childcare support to ensure that the 

free early education entitlement is delivered without additional cost to 

parents. (Paragraph 107) 

Linking quality indicators to the delivery of free early education 

20. Research evidence has clearly defined the characteristics of early education 

and care required to improve child outcomes. One key indicator of quality is 

the level of staff qualification in a setting. (Paragraph 64) 

21. Parents do not prioritise child development over other factors when seeking 

childcare. The market therefore offers insufficient incentives to PVI providers 

to promote the characteristics of early education and care found to have an 

impact on child outcomes. Since the market will not deliver this, and the 

Government needs the childcare market in order to achieve its child 

development objectives, the Government needs to use the levers at its 

disposal to drive up quality across the PVI sector. (Paragraph 117) 

22. Addressing the funding of early education places in the PVI sector is vital. 

We have already recommended that the Government reviews the current 

distribution of resources within the overall budget for early education and 

childcare. (Paragraph 118) 

23. More could be done to tie the delivery of early education to quality 

indicators, especially for disadvantaged two year-olds. The Government 

intends for all eligible two year-olds to access the free early education 

entitlement at settings rated good or outstanding by Ofsted, but currently 

28% of two year-olds taking up the offer access it at settings that have not 

been rated good or outstanding. Since the quality of provision is critical in 

delivering improved child outcomes, this does not appear to be a good 

investment for the 40% most disadvantaged children. (Paragraph 119) 

24. We recommend that the delivery of the free early education entitlement 

hours for disadvantaged two year-olds is restricted to settings which have 

received a good or outstanding rating from Ofsted. This is consistent with 

our view that the benefit of high quality early education is greatest to 
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disadvantaged children, and securing high quality provision for this group 

represents better value for money. (Paragraph 120) 

25. We recognise that imposing such a restriction without a period for 

adjustment could reduce the affordability and availability of childcare, both 

for early education or work purposes, and also raise concerns for the business 

sustainability of providers. (Paragraph 121) 

26. We therefore recommend that the Government works with the PVI sector, 

using the levers at its disposal—including the possible re-prioritisation of 

resources—to ensure that disadvantaged two year-olds access the free early 

education entitlement only at settings rated good or outstanding by the end 

of the next Parliament (2020) at the latest. (Paragraph 122) 

Early education provision in schools 

27. We welcome the Government’s initiative to extend provision of the free early 

education entitlement in schools. There are benefits to child development in 

light of the greater levels of highly qualified staff that schools employ and the 

correspondingly higher quality of provision. (Paragraph 127) 

28. However, there is limited capacity for expansion in the schools sector, which 

is under pressure to deliver sufficient school places. The proportion of 

nursery places offered by schools has declined rather than expanded since the 

introduction of the free early education policy. (Paragraph 128) 

29. The evidence indicates that the PVI sector will continue to be the majority 

provider of free early education places in England. There is therefore a need 

to engage with the sector. As a priority, the Government should review the 

allocation of resources within the early education and childcare support 

budget to ensure that settings in the PVI sector can employ the highly 

qualified and trained staff required to deliver the outcomes the policy was 

designed to achieve. (Paragraph 129) 

Childcare support: demand-side subsidy 

30. There is evidence of complexity in the funding available to assist working 

parents with childcare costs through Working Tax Credits. The design of the 

childcare subsidy is confusing, and leads to erroneous claims or worse, 

under-claiming by those whom the subsidy is designed to assist. The 

complexity is added to by the different funding streams available. Payments 

often do not align with the way parents actually pay for childcare—which 

frequently requires large payments in advance. (Paragraph 143) 

31. With the implementation of the Childcare Payments Act 2014—the new tax-

free childcare scheme for middle and higher income earners—there will be an 

additional mechanism for support in the form of childcare accounts. We see 

potential for simplification, and a closer alignment to the way people pay for 

childcare, by using a single system of support. (Paragraph 144) 

32. We recommend that the Government considers whether the new tax-free 

childcare scheme provides an opportunity for a single mechanism for 

childcare subsidies to support working parents. (Paragraph 145) 

33. We support the extension of childcare support under Universal Credit to 

85%. The impact of this will, however, be limited by the retention of the 
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ceiling on the costs that can be claimed. We recommend that the 

Government monitors the impact of inflation on childcare costs and 

considers raising the ceiling on the actual childcare costs that can be claimed. 

(Paragraph 149) 

34. We further recommend that the Government gives consideration to raising 

the limit on the costs that can be claimed by the parents of disabled children, 

in recognition of the higher fees they face. (Paragraph 150) 

Evaluating the impact of childcare support 

35. There is an insufficient evidence base to judge whether or not demand-side 

subsidies for childcare—the childcare element of Working Tax Credits and 

employer supported childcare vouchers—have made an impact on overall 

maternal employment rates, and consequently on returns to the Exchequer. 

This presents difficulties in attempting a value for money assessment of 

current subsidies. (Paragraph 173) 

36. There has been a significant increase in the lone parent employment rate that 

correlates with the introduction of Working Tax Credits. There is however 

insufficient evidence to judge the impact of the childcare element as distinct 

from other elements of tax credits from which lone parents also benefitted. 

(Paragraph 174) 

37. There is some evidence that the free early education entitlement has had 

small impacts on the employment rates of some mothers. This alone would 

not justify the free early education policy in terms of maternal employment. 

However, we note that free early education was not designed to facilitate 

parental employment; its primary objective is to promote child development. 

(Paragraph 175) 

38. In view of our finding that there is insufficient evidence to judge whether or 

not Government subsidies for childcare have made an impact on maternal 

employment rates, we recommend that the Government urgently establishes 

a better UK-specific evidence base on parental employment choices and the 

cost of childcare. (Paragraph 176) 

Reducing costs of childcare to parents 

39. We understand the call for additional free hours of early education to help 

working parents. However, in light of the evidence of under-funding of free 

early education places in the PVI sector, we believe that an extension of the 

free early education entitlement would be unsustainable for the PVI sector at 

current funding levels. It would not be possible for providers to recoup the 

losses made on the delivery of free early education places if these were 

extended to 25 hours per week. (Paragraph 154) 

40. Even if the funding of free early education places in the PVI sector was 

successfully addressed, as we recommend, we do not consider an extension 

to universal provision a good use of resources. (Paragraph 155) 

41. We welcome initiatives by the Government and local authorities to help 

providers innovate and balance cost with quality. However, we believe such 

initiatives alone are insufficient to address the issue of cost. We have already 

indicated our view that the Government should reconsider the current 

allocation of resources within the overall early education and childcare 
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budget to ensure that the money allocated to the policy covers the economic 

cost of delivery. (Paragraph 162) 

42. We recommend that the Government undertakes further analysis of the 

amount paid by parents for childcare, and how such expenditure is 

distributed across the time frame for which it is required. (Paragraph 38) 

Sufficiency duty 

43. Local authorities have a responsibility under the Childcare Act 2006 to 

secure sufficient provision of childcare for children up to the age of 14, as far 

as practicable. There are significant gaps in provision across England, 

especially in rural areas, and especially for parents of disabled children. 

(Paragraph 184) 

44. The Local Government Association suggested that securing childcare to 

enable parents to work was not a priority for local authorities, focusing 

instead on early education and intervention programmes for the under-fives. 

Our witnesses considered facilitating parental employment essential to 

tackling poverty and especially child poverty. We see potential for local 

authorities to consider childcare provision as part of wider strategies for local 

economic development and child poverty reduction. (Paragraph 185) 

45. We recommend that the Government urges local authorities to consider the 

role of childcare in reducing poverty, and especially child poverty, with a 

view to local authorities giving greater priority to sufficiency of supply for the 

purpose of facilitating parental employment. (Paragraph 186) 

Collaboration between schools and the PVI sector 

46. Collaboration between schools and PVI settings to offer high quality free 

early education and full day care was welcomed by many witnesses for 

combining the expertise of schools with the flexibility of the PVI sector. This 

was particularly important for working parents. We welcome the piloting of 

Childcare Hubs, evaluation of which could inform a model for future 

collaborations. (Paragraph 196) 

47. The limited capacity for expansion in the schools sector will inevitably 

restrict the scope of models reliant on school settings. Nonetheless, we 

support the current initiatives to promote flexibility for working parents 

through such collaborations and recommend that they fully explore the 

available capacity. (Paragraph 197) 

Flexible employment 

48. The availability of high quality part-time and flexible employment 

opportunities can be as important in enabling parents to work, and to 

progress in their careers, as the cost of childcare. We were pleased to see that 

witnesses representing employers in the public and private sector were taking 

seriously the need for family friendly working practices. (Paragraph 204) 

49. The introduction of the right to request flexible working for all employees is 

an important step forward, but culture change takes time to bed in and the 

right remains limited to those already in employment. There is a role for 

central and local Government to promote family friendly working practices 

directly, and through their supply chains. We recommend that central and 
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local Government provide leadership in driving forward family friendly 

working practices, amongst employers in the public and private sectors. 

(Paragraph 205) 





 

 

Affordable Childcare 

CHAPTER 1: INTRODUCTION 

1. The Select Committee on Affordable Childcare was appointed on 12 June 

2014 “to consider issues relating to affordable childcare, and to make 

recommendations”,1 with a deadline of reporting to the House by 5 March 

2015. Over the course of our inquiry we have held nine public evidence 

hearings during which we questioned 31 witnesses. In total we received 66 

pieces of evidence. We are grateful to all those who provided evidence, 

whether written or oral, and to our specialist advisers Professor Kathy Sylva 

OBE and Dr Gillian Paull for their support and guidance. We would also like 

to thank the Committee secretariat for their support. 

1. We started from the premise that ‘childcare’ refers to formal, registered care 

offered by providers who are paid for their services. We restricted our inquiry 

to childcare for children of pre-school age (0 to 5 years). As childcare policy 

is a devolved matter in Scotland, Wales and Northern Ireland, our findings 

concern England only. 

2. Affordability is a relative term and in the context of childcare can be applied 

to parents and to the state. We have approached it from both perspectives. 

Affordability for the state 

3. Affordability for the state must be considered in terms of the benefits derived 

from the policy, and the value that is attached to those benefits. We have 

been told that the aims of childcare policy are three-fold: improving child 

development, narrowing the attainment gap between the most and least 

disadvantaged, and facilitating parental employment.2 Our report seeks to 

answer the question of whether value for money is being delivered by 

childcare policy when assessed against these outcomes. 

4. Evaluating the effectiveness of Government spending is always essential and 

this is particularly the case in the current economic climate. We were keen 

therefore to understand how HM Treasury evaluated spending on childcare. 

We were disappointed to find that HM Treasury would not engage 

constructively with our inquiry: we were not afforded the opportunity to hear 

evidence from a Treasury official or minister.3 Our efforts to assess value for 

money of Government spending on childcare have been hampered by this 

lack of cooperation. We are left to assume that it disguises a lack of data, in 

itself an important finding. We discuss this in more detail throughout the 

report. 

                                                                                                                                     
1 HL Deb, 12 June 2014, col 526 

2 See Appendix 6 for a discussion of the term ‘disadvantaged’. 

3 See Appendix 4 for correspondence with the Exchequer Secretary, Priti Patel MP, and Appendix 5 for 

Questions for Written Answer tabled on behalf of the Committee. 

http://www.publications.parliament.uk/pa/ld201415/ldhansrd/text/140612-0001.htm#14061242000649
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Affordability for parents 

5. We have received evidence of rising costs and of costs that are high in 

proportion to household incomes (see Chapter 2). However, childcare costs 

will affect different families in different ways. A Department for Education 

survey among parents found that 27% of parents found it difficult or very 

difficult to pay for childcare, rising to 37% for working lone parents; 

conversely 49% of parents found it easy or very easy to pay for childcare.4 

The Family and Childcare Trust said the combination of price inflation and 

increased Government support had made childcare “neither significantly 

more nor less affordable for an average family” over the last decade.5 

However, this masked families who had particularly benefited from increased 

support—such as single parents on low incomes—and those for whom 

affordability had declined, such as those on low to medium incomes who fell 

just outside the most generous tax support.6 

6. We consider in more detail in Chapter 4 the impact which childcare costs 

have on parental employment rates, and the impact which Government 

support for childcare costs has had on parental work choices. 

                                                                                                                                     
4 Department for Education, Childcare and early years survey of parents 2012–2013, January 2014: 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/275992/SFR06-

2014_Childcare_and_Early_Years_Survey_of_Parents_2012–13_final.pdf [accessed 19 January 2015] 

5 Written evidence from Family and Childcare Trust (ACC0057) 

6 Ibid. 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/275992/SFR06-2014_Childcare_and_Early_Years_Survey_of_Parents_2012-13_final.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/275992/SFR06-2014_Childcare_and_Early_Years_Survey_of_Parents_2012-13_final.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/affordable-childcare-committee/affordable-childcare/written/11978.html
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CHAPTER 2: BACKGROUND 

The use of childcare in England 

7. There were 1.9 million children, under the age of five, receiving some form 

of childcare or early education during term time in England in 2012.7 Of 

those, 1.6 million received formal provision.8 Use of childcare is particularly 

high among 3 to 4 year-olds, of whom 88% (or 1.18 million) received formal 

childcare or early education in 2012, compared to 37% (or 429,570) of 0 to 

2 year-olds.9 

8. Childcare and early education are provided in a range of settings from 

domestic premises, in the case of childminders, to non-domestic premises in 

the case of playgroups, children’s centres and private nurseries, or schools. 

As at September 2013 there were over 25,000 nurseries and pre-schools, 

providing education and care to over 1 million children aged 0 to 5; 54,000 

childminders cared for a further 270,000. Added to this, 290,000 three year-

olds and 45,000 two year-olds received education and care in maintained 

schools.10. 

9. Neither childcare nor early education is compulsory, and the available 

provision varies greatly between different parts of the country. The language 

used to describe childcare and early education can be confusing. Ofsted 

commented on the terms used to describe settings in its Early Years Annual 

Report 2012–13. The Government had determined five broad categories of 

provision: childminders; domestic and non-domestic providers, local 

authority maintained; and independent schools with nursery provision. 

These did not always match up with the terms more commonly used by 

parents or providers, including pre-school, day-care, nursery, kindergarten, 

play group, childcare centre, and crèche.11 There was no clear definition of 

any of these terms. Ofsted noted that parents were most likely to seek 

information about childcare choices from informal networks of family and 

friends.12 

10. The state provides some childcare and early education directly, for all three 

and four year-olds and the most disadvantaged two year-olds, through 

nursery classes in maintained primary schools, nursery schools and through 

some children’s centres. The state also funds early education to be provided 

through the Private, Voluntary and Independent (PVI) sector, and subsidises 

childcare for working parents. Parents whose children are too young to be 

                                                                                                                                     
7 Department for Education, Childcare and early years survey of parents 2012–2013, (January 2014): 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/275992/SFR06-

2014_Childcare_and_Early_Years_Survey_of_Parents_2012–13_final.pdf [accessed 19 January 2015] 

8 Ibid. Note: Children receiving informal childcare were looked after by a non-resident parent, grandparent, 

older siblings, a neighbour or other relative. Grandparents were the most common providers of informal 

care; children aged 0–2 were the greatest users of informal care. 

9 Ibid. 

10 Ofsted, Early Years Annual Report 2012–13, (April 2014): https://www.gov.uk/government/uploads/ 

system/uploads/attachment_data/file/386504/Ofsted_Early_Years_Annual_Report_201213.pdf [accessed 

19 January 2015] 

11 Ibid.  

12 Ibid. 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/275992/SFR06-2014_Childcare_and_Early_Years_Survey_of_Parents_2012-13_final.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/275992/SFR06-2014_Childcare_and_Early_Years_Survey_of_Parents_2012-13_final.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/386504/Ofsted_Early_Years_Annual_Report_201213.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/386504/Ofsted_Early_Years_Annual_Report_201213.pdf
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eligible for the free early education entitlement, and who do not qualify for 

Working Tax Credits,13 are obliged to pay for all the formal childcare they 

require. Many parents whose children receive the free early education 

entitlement also choose to pay for hours in addition to the ones funded by 

the state. 

Childcare policy 

11. In order to evaluate the effectiveness of the Government’s childcare policy it 

is necessary first to understand the objectives for intervention. Many 

witnesses told us that current policy aims were unclear. Barnardo’s said: 

“There has been much uncertainty as to the aims of state intervention in 

childcare with different and sometimes competing aims being prioritised 

by different administrations. This is because the two main objectives—

providing education for the benefit [of] children and supporting parental 

employment, can sometimes seemingly be in conflict.”14 

Box 1: Government support for childcare and early education 

The Government currently supports childcare and early education in three 

main ways: 

 Early education entitlement: 15 hours of free early education for 38 

weeks a year for all three and four year-olds, and the 40% most 

disadvantaged two year-olds;15 

 Working Tax Credits: the childcare element of Working Tax Credits can 

provide up to 70% of childcare costs up to certain limits for those who 

work 16 hours or more a week and do not earn over a set amount. From 

2016 Universal Credit16 will provide up to 85% of childcare costs for 

those who work a minimum of 1 hour a week; and 

 Employer-supported childcare: tax and National Insurance relief on 

childcare vouchers provided by employers for employees to spend on 

registered childcare for dependent children of any age. This is to be 

replaced in 2015 with a new tax-free childcare scheme, open to children 

up to the age of 12. This will provide 20% of childcare costs of up to 

£10,000 per child for families where both parents work, pay tax, are not 

claiming Working Tax Credits, and do not earn over a set amount.17 

 

12. This view was supported by Professor Mike Brewer, from the University of 

Essex, who said that while childcare could potentially do many things, such 

as “improve outcomes for children, reduce social inequalities, boost labour 

                                                                                                                                     
13 Working Tax Credit provides financial support to those in employment but on low incomes, including 

families. See Box 6: Working Tax Credit in Chapter 4. 

14 Written evidence from Barnardo’s (ACC0054) 

15 See Appendix 6 for an explanation of how the Department for Education defines the 20% and 40% most 

disadvantaged two year-olds. 

16 Universal Credit will replace Working Tax Credit, along with a number of other benefits. It will be paid in 

a single monthly payment, and is subject to taper whereby support will reduce as income rises. It differs 

from Working Tax Credit in that claimants will only need to work 1 hour per week in order to be eligible, 

and the maximum proportion of childcare costs that can be claimed will increase from 70% to 85%. 

17 The exact level is expected to be set in regulations at the amount which would make the individual liable to 

pay income tax at the additional rate, or £150,000 per year. 

http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/affordable-childcare-committee/affordable-childcare/written/11873.html
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supply and thus GDP, and help reduce gender inequality”, each of these 

objectives would require slightly different interventions.18 He said that 

successive governments had “picked them off one at a time and … lost the 

holistic view”.19 This point was echoed by the House of Commons 

Education Select Committee which described Government policy in the area 

of early years as “short-term and disparate”.20 

History of state intervention in childcare 

13. Lack of coherence was attributed to the fact that the reasons for state 

intervention in childcare had changed over time. Ryan Bourne, Head of 

Policy at the Institute of Economic Affairs, told us that before the 1990s 

childcare was “a private matter”, but since then politicians had “extended 

intervention in the sector for a host of declared reasons, with different 

governments placing different emphasis on the various ambitions”21. The 

Rumbold report,22 commissioned by the Government to consider the quality 

of provision for three and four year-olds, published in 1990, found a lack of 

coherence across services provided, and a need for greater quality control 

across all forms of provision. It also found that demand far outstripped 

supply, and called for “a continuing expansion of high quality services to 

meet children's, and their parents', needs.”23 

14. In the early nineties, the Government sought to make more childcare places 

available and to subsidise the cost of childcare to support the growing 

numbers of working mothers. This was done through start-up funding for 

providers and tax relief for workplace nurseries, as well as a childcare 

disregard in the Family Credit for working parents.24 These policies were 

continued under the Labour Government from 1997, but with a new 

emphasis on encouraging maternal employment among low income families 

in order to reduce child poverty and to reduce the burden of benefits 

payments. 

15. From 1998, the developmental benefits to children became more central to 

childcare policy. The National Childcare Strategy launched in 1998 shifted 

the rationale for intervention to child development, saying that “good quality 

day care in the earliest years has long-term benefits for social and intellectual 

development”.25 While measures to increase affordability and accessibility 

were designed to facilitate the use of childcare by working parents, measures 

to improve quality were given greater prominence. By 2004, when the 

Government launched its Ten Year Strategy for Childcare, the aim of giving 

                                                                                                                                     
18 Q 75 

19 Ibid. 

20 House of Commons Education Committee, Foundation Years: Sure Start Children’s Centres (Fifth Report, 

Session 2013–14, HC 364–I); published December 2013. 

21 Written evidence from Ryan Bourne (ACC0026) 

22 Rumbold Report (1990) Starting with Quality: The Report of the Committee of Inquiry into the Quality of 

the Educational Experience offered to 3 and 4 year-olds, chaired by Mrs Angela Rumbold CBE MP 

23 Ibid. 

24 Gillian Paull, ‘Can Government Intervention in Childcare be Justified,’ Economic Affairs Journal, vol. 34, 

number 1 (2013), pp. 16–19: http://www.iea.org.uk/sites/default/files/publications/files/ 

ecaf_feb13_childcare.pdf [accessed 19 January 2015] 

25 Ibid. 

http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/affordable-childcare-committee/affordable-childcare/oral/14831.html
http://www.publications.parliament.uk/pa/cm201314/cmselect/cmeduc/364/364.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/affordable-childcare-committee/affordable-childcare/written/11746.html
http://www.iea.org.uk/sites/default/files/publications/files/ecaf_feb13_childcare.pdf
http://www.iea.org.uk/sites/default/files/publications/files/ecaf_feb13_childcare.pdf
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every child “the best start in life” was firmly entrenched ahead of giving 

parents “more choice about how to balance work and family life”.26 

16. The trend of allying child development aims to the objective of facilitating 

parental employment was continued under the Coalition Government, albeit 

with a renewed emphasis on helping working parents. The 2013 policy 

document More great childcare27 exemplified this two-pronged approach: 

“The availability of affordable, safe and stimulating care is crucial in 

supporting families by enabling parents to work. It is equally crucial to 

the development of babies and young children as the foundation for 

their future success at school and in life.”28 

17. The policy document also acknowledged the importance of the early years in 

addressing inequalities in child development: “the evidence shows that gaps 

in educational attainment between the weakest and strongest performers, and 

the well-off and less well-off, are already well-established before children 

reach school”.29 

Early education and childcare: competing aims? 

18. The Minister for Childcare, Sam Gyimah MP, told us that childcare policy 

comprised two elements—early education and childcare. He acknowledged 

that these were “two very different things”, although in policy terms they 

were discussed as if they were “one and the same”.30 He said that the aims of 

the state in childcare were three-fold: early education for the benefit of all 

children; helping parents get to work; and narrowing the gap between the 

most disadvantaged children and their better-off peers. He conceded that a 

“side-effect” of the policy was to help families with the cost of living, so that 

parents had “a bit more cash in their pocket”.31 However, he denied that this 

was a main policy objective on the grounds that if the “intention was simply 

to put money into parents’ pockets, a tax cut would be a more direct way of 

doing that”.32 

19. To our witnesses it appeared that there was not enough joined up thinking 

about childcare policy. Caroline Davey from Gingerbread, the charity 

supporting single parents, said: “there is still a lack of coherence between 

those two overarching objectives, and that is partly why the money offer and 

the free funded places offer do not necessarily stack together in as neat a way 

as they could.”33 

20. The Local Government Association said that there was a “tension between 

the aims of provision of early education to improve outcomes for children 

                                                                                                                                     
26 Ibid. 

27 Department for Education, More great childcare, raising quality and giving parents more choice, (January 2013): 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/219660/More_20Great_20C

hildcare_20v2.pdf [accessed 19 January 2015] 

28 Ibid. 

29 Ibid. 

30 Q 167 

31 Ibid. 

32 Ibid. 

33 Q 28 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/219660/More_20Great_20Childcare_20v2.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/219660/More_20Great_20Childcare_20v2.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/affordable-childcare-committee/affordable-childcare/oral/16218.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/affordable-childcare-committee/affordable-childcare/oral/11481.html
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and the provision of childcare to assist working parents.”34 It pointed to 

contradictory messages from the Department for Education concerning the 

free early education entitlement. In 2011 the Department had said that the 

principal purpose of universal early education was not to help parents 

manage their childcare costs and working patterns, although in practice that 

may be the case.35 Yet statutory guidance required councils to encourage 

providers of the free early education entitlement “to help parents to manage 

childcare costs and working patterns”, for example by allowing parents to 

take the entitlement in sessions as long as 10 hours.36 The LGA concluded 

that while it was reasonable for childcare policy to have more than one 

objective, lack of clarity about the desired outcome resulted in policy that 

was “incoherent and inefficient.”37 

21. Janet Grauberg, editor of the recent Centre Forum report on early years38 

said that the lack of clarity about intended outcomes had led to “complexity 

of means.”39 She recommended that any review of childcare funding should 

only be carried out once a clear position on the priority for intervention had 

been reached and publicly stated.40 A similar call was made by Barnardo’s.41 

Policy trade-offs 

22. Many of our witnesses recognised that there were inevitable trade-offs 

between the aims of improving child outcomes and narrowing the attainment 

gap on the one hand, and improving maternal employment on the other 

hand. The National Day Nurseries Association (NDNA) told us that “cheap, 

low quality childcare might be a solution to parental employment, but would 

undermine aims to promote children’s development.”42 Ryan Bourne 

suggested that to fulfil the aim of maximising affordability and access, 

government policy could be aimed entirely at lowering the overall cost of 

childcare: “this would be an argument for almost complete deregulation of 

the industry … however, the trade-off to this might be a decline in the 

average ‘quality’ of the childcare”.43 Barnardo’s pointed out that prioritising 

child development could be at the expense of flexibility for parents”.44 

Policy formulation across Government 

23. We sought to understand how policy was negotiated between departments, 

and possible conflicts dealt with. We were told there were a small number of 

formal structures at official level for co-ordination of specific initiatives such 

as the roll-out of free early education for disadvantaged two year-olds, and 

                                                                                                                                     
34 Written evidence from Local Government Association (ACC0050) 

35 Ibid.; reference to Department for Education, Supporting Families in the Foundation Years, August 2011 

36 Ibid. 

37 Ibid. 

38 Centre Forum, Early Years: Valuable Ends and Effective Means (July 2014): http://www.centreforum.org/ 

assets/pubs/early-years.pdf [accessed 19 January 2015] 

39 Written evidence from Janet Grauberg (ACC0030) 

40 Ibid. 

41 Written evidence from Barnardo’s (ACC0054) 

42 Written evidence from the National Day Nurseries Association (ACC0036) 

43 Written evidence by Ryan Bourne (ACC0026) 

44 Written evidence from Barnardo’s (ACC0054) 

http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/affordable-childcare-committee/affordable-childcare/written/11775.html
http://www.centreforum.org/assets/pubs/early-years.pdf
http://www.centreforum.org/assets/pubs/early-years.pdf
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/affordable-childcare-committee/affordable-childcare/written/11750.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/affordable-childcare-committee/affordable-childcare/written/11873.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/affordable-childcare-committee/affordable-childcare/written/11759.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/affordable-childcare-committee/affordable-childcare/written/11746.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/affordable-childcare-committee/affordable-childcare/written/11873.html
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for sharing of research findings45. At ministerial level childcare fell under the 

remit of the Committee on Home Affairs, and the Inter-Ministerial Group 

on Social Mobility, both chaired by the Deputy Prime Minister.46 We did not 

get a clear picture of how frequently discussions of childcare took place in 

these fora. However, from the Minister’s evidence, it appeared that when 

there were conflicts to be negotiated, HM Treasury played a prominent role 

as “arbiter” 47 of competing policy proposals: 

“Treasury becomes the clearing house for some of these policies, 

because they all require money ultimately.”48 

24. In answer to a written question, Lord Deighton confirmed that Treasury 

officials “help ensure that [childcare] policy development is coordinated 

across departments.”49 As we noted in Chapter 1, we were not able to 

persuade a Treasury official or minister to give evidence to us. Therefore we 

were not able seek clarification on how Treasury officials help to coordinate 

childcare policy across departments, or what criteria were applied when 

balancing the competing aims of child development, narrowing the 

attainment gap and maternal employment. No hierarchy of policy objectives 

was provided in the written evidence from HM Treasury. 

25. We share the concern expressed by our witnesses about the lack of 

coherence in the Government’s stated objectives for childcare policy. 

Many witnesses pointed out the trade-offs necessary to achieve the 

separate strands of policy—improving child outcomes, narrowing the 

attainment gap, and facilitating parental employment. No evidence 

was presented to us to suggest that the need for such trade-offs was 

formally acknowledged by Government. 

26. We recommend the Government clarifies how competing aims 

between the policy strands are prioritised, and what mechanisms are 

in place between Government departments to address necessary 

trade-offs. 

Public spending on childcare 

27. The Institute for Fiscal Studies estimated that as a proportion of GDP, 

public sector expenditure on childcare support and on services for the under 

fives had more than doubled from less than 0.2% of GDP in 1993–4 to over 

0.4% in 2011–12 (Figure 1). 

                                                                                                                                     
45 Written evidence from Department for Education (ACC0068) 

46 Supplementary written evidence from the Department for Education (ACC0069) 

47 Q 170 

48 Ibid. 

49 HL Deb, 28 July 2014, col 247WA 

http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/affordable-childcare-committee/affordable-childcare/written/16544.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/affordable-childcare-committee/affordable-childcare/written/16575.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/affordable-childcare-committee/affordable-childcare/oral/16218.html
http://www.publications.parliament.uk/pa/ld201415/ldhansrd/text/140728w0001.htm#1407288000411
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Figure 1: Spending on the main sources of childcare support in the UK 

over time 

 

Source: Institute for Fiscal Studies50 

28. Current public expenditure on childcare totals £5.2 billion annually 

(equivalent to 0.31% of GDP for 2014), with just over half (56%) spent on 

the early education entitlement.51 According to current plans the total will 

rise by £1.2 billion during the next Parliament, with an additional £0.6 

billion for the introduction of Universal Credit and £0.6 billion for tax-free 

childcare. (equivalent in total to 0.36% of projected GDP for 2016). 

                                                                                                                                     
50 Institute for Fiscal Studies, Green Budget 2014, chapter 8, State Support for Early Childhood Education and 

Care in England, (February 2014): http://www.ifs.org.uk/budgets/gb2014/gb2014_ch8.pdf [accessed 

2 February 2015]. 

51 See Appendix 7 for a briefing note on childcare costs and spending estimates by Dr Gillian Paull 

http://www.ifs.org.uk/budgets/gb2014/gb2014_ch8.pdf
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Figure 2: Current and planned future public expenditure on childcare and 

early education 

 

Source: Department for Education, written evidence (ACC0068), Childcare Payments Bill Revised Impact Assessment, 

November 2014. 52 

International spending comparisons 

29. Many of our witnesses cited international evidence compiled by the 

Organisation for Economic Cooperation and Development (OECD) 

comparing spending on early education and childcare across 33 countries, 

which appeared to demonstrate that spending in the UK was higher than 

average, and close to the levels found in Scandinavian countries.53 However, 

other witnesses raised concerns about the robustness of such comparisons. 

While the OECD estimated that the UK spent 1.1% of GDP on childcare 

and pre-primary services, the Family and Childcare Trust pointed to the 

estimate by the Institute for Fiscal Studies (IFS), which set UK spending far 

lower, at 0.4 to 0.5 % of GDP, in recent years. The Trust suggested that the 

difference between the two estimates may be explained by the way the 

OECD calculated these figures: 

“Because the majority of countries have a compulsory school starting 

age of six, the OECD includes school spending for five year-olds in its 

estimate of spending for the UK. This may push up the resulting 

estimate somewhat due to the universal participation and high spending 

for children in schools.”54 

                                                                                                                                     
52 Notes: Expenditure is the total amounts for children of all ages. The fall in spending on Employer 

Supported Childcare to £0.4 billion is derived from the estimates that Tax Free Childcare spending will 

rise to £1 billion and the “steady state additional spending” will be £0.6 billion. See Appendix 7 for a 

briefing note on childcare costs and spending estimates by Dr Gillian Paull.  

53 Written evidence from Unison (ACC0056); see also written evidence from Ryan Bourne (ACC0026) 

54 Written evidence from Family and Childcare Trust (ACC0057) 

http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/affordable-childcare-committee/affordable-childcare/written/11890.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/affordable-childcare-committee/affordable-childcare/written/11746.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/affordable-childcare-committee/affordable-childcare/written/11978.html
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30. The IFS estimate of 0.4 to 0.5% GDP placed the UK below the OECD 

average of 0.7%, “in the bottom half of OECD nations.”55 The Family and 

Childcare Trust concluded that despite recent suggestions by Government 

ministers and others that the UK was “among the highest spending OECD 

members on childcare and early education”, this did not appear to be the 

case.56 

31. There were other technical concerns about the method of data collection and 

the source data which suggested that the evidence base for the perception 

that the UK had high public spending on childcare and early education was 

limited and questionable (see Appendix 7 for a briefing note on childcare 

costs and spending estimates by Dr Gillian Paull). 

Parental spending on childcare 

32. Many of our witnesses cited growing concern in response to rising childcare 

costs. The Early Childhood Research Centre said childcare costs were “a 

heavy burden on family budgets for parents with children under the age of 

5”.57 According to the Family and Childcare Trust, over the last decade the 

cost of childcare for pre-school children rose by more than 20% in real 

terms.58 This trend of rising costs was not new, and dated back to at least 

1995.59 Parental Choice told us that high childcare costs meant that for many 

families it did not make sense for a mother to return to work after maternity 

leave.60 Plymouth City Council said it was not unusual for a working parent 

to spend half their salary on childcare.61 UNISON said that in their view it 

was “common for parents to earn much less than the childcare costs required 

to enter work” and that consequently those parents worked “at a loss, just to 

keep their job available to them”.62 

Childcare costs in England 

Table 1: Average childcare costs in England 2013–14 

Provider type 

(25 hours) 

Nursery 

(under two) 

Nursery 

(over two) 

Childminder 

(under two) 

Childminder 

(over two) 

England 

(average of 

regions) 

£110.95 £106.19 £100.74 £101.51 

Source: Family and Childcare Trust, Annual Childcare Costs Survey 2014, page 11, table 3 

33. The average cost in England of 25 hours of childcare for children under five 

ranged from £100.74 to £110.95 (equivalent to £4.02 to £4.43 per hour)63 

However, these figures masked the significant variation to be found in 

                                                                                                                                     
55 Ibid. 

56 Ibid. 

57 Written evidence from Early Childhood Research Centre (ACC0019); see also written evidence from 

Tower Hamlets Council (ACC0037) 

58 Written evidence from Family and Childcare Trust (ACC0057) 

59 Ibid. 

60 Written evidence from Parental Choice (ACC0040) 

61 Written evidence from Plymouth City Council (AC0053) 

62 Written evidence from UNISON (ACC0056) 

63 Written evidence from Family and Childcare Trust (ACC0057) 

http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/affordable-childcare-committee/affordable-childcare/written/11700.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/affordable-childcare-committee/affordable-childcare/written/11760.html
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different regions, and amongst different groups. The City of London 

Corporation pointed out that the average cost of 25 hours of childcare for a 

child under two in the Square Mile was £162.50, compared to the wider 

London average of £136.93, and the national average of £110.95.64 Parents 

of disabled children often faced far higher costs than parents of non-disabled 

children, with a typical hourly rate of £11–20, and in a small number of 

cases, more than £20 per hour.65 

34. In addition to fees based on hourly costs parents were often faced with a 

series of other charges. The Citizens Advice Bureau reported that 40% of 

providers required deposits in order to secure a place. A quarter of providers 

charged for food and activities; and just under a quarter asked for retainer 

fees. Charges for late pick up of children or late payment of fees were levied 

by a third of providers.66 

35. The Family and Childcare Trust’s 2014 Childcare Costs Survey found that 

childcare costs in England had risen by 26% over the last five years for 

children under the age of two in nursery care, although it also found that the 

increase over the most recent year was only 2.3% for this type of care, and 

there was no increase at all for children aged two and over.67 Based on the 

findings, it was suggested that a family with two children in full-time 

childcare could face costs of £11,700 per annum.68 However, the 

Department for Education’s survey among parents in 2012–13 found that 

families with pre-school children who paid for childcare spent an average of 

£94 each week.69 Grossing up the average weekly amount showed that the 

average annual amount spent by families with pre-school children was 

between £3,572 and £4,888 in 2012–13, depending upon the division of 

childcare usage between children who used it only during term or year-

round. 

36. There do not appear to be reliable estimates of the total private spending on 

childcare. A very approximate measure can be derived from the Department 

for Education’s survey among parents in 2012–13, which suggests that 

parents in England spend between £5.1 billion to £7.0 billion on childcare 

each year70. However, this may overstate private spending as parents may fail 

to deduct reimbursements received from tax credits when reporting their net 

childcare payments in the survey. Given that current estimates of the value of 

                                                                                                                                     
64 Written evidence from City of London Corporation (ACC0038) 

65 Written evidence from Contact a Family, Every Disabled Child Matters, Family and Childcare Trust, 

Working Families and Scope (ACC0039) 

66 Written evidence from Citizen’s Advice Bureau (ACC0029) 

67 Family and Childcare Trust, Annual Childcare Costs Survey, (2014), page 11, table 3: 

http://www.familyandchildcaretrust.org/childcare-costs-surveys [accessed 19 January 2015] 

68 Based on a two-year-old in 42-hours provision and a five year-old in an after school club. 

69 Department for Education, Childcare and early years survey of parents 2012–2013, (January 2014): 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/275992/SFR06-

2014_Childcare_and_Early_Years_Survey_of_Parents_2012–13_final.pdf [accessed 19 January 2015] 

70 This is estimated using figures from Huskinson et al (2014) as 4.2 million families using childcare (table 

2.2) multiplied by 0.59 (the proportion who pay for childcare in table 5.1) multiplied by £54 (the mean 

weekly payment for those who pay for childcare in table 5.3) which equals spending of £134 million each 

week. Assuming that parents’ expenditure on childcare may range between 38 weeks (covering term-time 

only) and 52 weeks each year generates a range of estimated total annual expenditure of between £5.1 

billion and £7.0 billion. 
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https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/275992/SFR06-2014_Childcare_and_Early_Years_Survey_of_Parents_2012-13_final.pdf
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these reimbursements is £1.5 billion, this could mean that total private 

spending is notably lower.71 

37. We note also an absence of analysis on the distribution of childcare costs 

across the time-frame for which childcare is typically required by working 

parents, i.e. before children enter school. Costs are known to be higher for 

children under two, and significantly lower for children over three, once they 

become eligible for the free early education entitlement. 

38. We recommend that the Government undertakes further analysis of 

the amount paid by parents for childcare, and how such expenditure 

is distributed across the time frame for which it is required. 

International cost comparisons 

39. Several witnesses sought to place the costs to parents into context by looking 

at international comparisons.72 However, as with the international data on 

government spending on childcare, doubts were raised about the validity of 

the comparison. Capacity, a not-for-profit consultancy working in the field of 

poverty-reduction, referred to analysis by Helen Penn and Eva Lloyd which 

illuminated the “difficulties and complexities of comparing the costs of 

childcare in the UK—where subsidies are largely provided to parents through 

the tax and benefit system—with countries which directly subsidise 

providers.”73 Such a comparison would overstate relative costs to parents in 

the UK as fees did not include public subsidies. (See Appendix 7 for a 

briefing note on childcare costs and spending estimates by Dr Gillian Paull) 

Competitiveness in the sector 

40. No evidence was presented that suggested that a lack of competitiveness in 

the childcare market enabled providers to make higher than normal profits. 

The Department for Education’s survey among childcare providers in 2012 

said there was “little evidence of profiteering within the sector” and noted 

that many providers had frozen their fees.74 Purnima Tanuku, Chief 

Executive of the National Day Nurseries Association, cited Department for 

Work and Pension figures which showed that “less than 50% of the PVI 

sector are making any profits; the majority of them are breaking even and 

some are really struggling.”75 

                                                                                                                                     
71 See Appendix 7 for a briefing note on childcare costs and spending estimates by Dr Gillian Paull 

72 Written evidence from Professor Ann Buchanan (ACC0010); UNISON (ACC0056); Ryan Bourne 

(ACC0026) 

73 Written evidence from Capacity (ACC0049) 

74 Department for Education, Childcare Provider Finances Survey, (May 2012), p.51: 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/184096/DFE-RR213.pdf 

[accessed 19 January 2015] 

75  Q 34 
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CHAPTER 3: CHILD DEVELOPMENT 

Early education and child outcomes 

41. Our call for evidence asked whether the provision of early education 

improved the outcomes for children. The overwhelming view of our 

witnesses was that early education, when it is of high quality76, had the 

potential to have significant and long-lasting effects on outcomes for 

children. Barnardo’s said “the evidence base firmly establishes the benefits of 

pre-school education for children and there is solid evidence that universal 

early years provision helps provide advantages for children throughout their 

school careers.”77 4Children, a national charity for children and families, told 

us: “We know that good childcare supports good early development and 

children who attend pre-school have much higher life chances than those 

who do not.”78 Olivia McLeod, Director for Early Years and Childcare at the 

Department for Education, agreed: “we know there is a very strong body of 

evidence that supports the impact of good childcare on children’s outcomes 

and that lasts right through to adulthood.”79 

The evidence base 

42. Most of our witnesses cited the Effective Pre-school, Primary and Secondary 

Education or EPPSE study.80 The EPPSE study started in 1997 and 

followed some 3000 children in England from the age of three to sixteen. It 

had originally been established to examine the impact on development of 

pre-school education for three and four year-olds. The Department for 

Education continued to fund the research to follow the same sample of 

children through primary school and into secondary school. 

43. The key findings of the EPPSE study were summarised by the Family and 

Childcare Trust as follows: pre-school experience, compared to none, 

enhanced all round development in children and was particularly beneficial 

to more disadvantaged children; high quality pre-school combined with 

longer duration of attendance (in terms of total months and years, rather 

than hours per week) had the strongest effect on development; settings with 

staff with higher qualifications had higher quality scores and their children 

made more progress; quality indicators included warm, interactive 

relationships with children, having a trained teacher as a manager, and a 

good proportion of trained teachers on the staff; for all children the quality of 

the home learning environment was more important for intellectual and 

social development than parental occupation, education or income.81 

                                                                                                                                     
76  We discuss what is meant by high quality in relation to early education and care further on (see paragraphs 

57–64). For the purpose of paraphrasing ‘high quality’ is used throughout the report as a short-hand for 

‘the characteristics of early education and care that have been found to have an impact on child outcomes.  

77 Written evidence from Barnardo’s (ACC0054) 

78 Written evidence from 4Children (ACC0047); see also written evidence from Capacity (ACC0049) 

79 Q 1 

80 Formerly known as known as Effective Pre-school and Primary Education or EPPE study, before the study 

was extended to follow the cohort into secondary school. Witnesses refer to EPPE and EPPSE 

interchangeably throughout the evidence. 

81 Written evidence from the Family and Childcare Trust (ACC0057) 
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44. Additionally, witnesses noted that the children in the EPPSE study who 

benefitted from pre-school attended three or more daily sessions a week. 

Longer hours in pre-school did not lead to additional benefits, but more 

months of attendance were related to better outcomes when in primary 

school. As the Minister told us: “the early education that makes an impact on 

attainment is little and often rather than 8 till 6. That is why we have 

structured our intervention around 15 hours.”82 The most beneficial 

attendance was found to be three or more sessions per week, over a period of 

years rather than months. 

45. Other findings of the EPPSE study published in September 2014 included 

an estimate of the economic value of investing in early education. GCSE 

scores were used to predict future lifetime earnings and positive benefits to 

the Exchequer. Analysis conducted by the Institute for Fiscal Studies found 

that attending a pre-school, as compared to not attending a pre-school, was 

associated with an estimated benefit of £26,788 for an individual, and 

£35,993 for an average household. Likely lifetime benefits to the Exchequer 

were estimated at £15,914 (per household). Attending a pre-school of high 

quality, as compared to attending a pre-school of low quality, also had 

financial consequences for gross lifetime earnings for individuals (£12,335), 

for households (£18,820), and benefits to the Exchequer of £8,090 (per 

household).83 

46. There is a sound evidence base that indicates that high quality early 

education for three and four year-olds has the potential to improve 

outcomes for all children and especially so for the most 

disadvantaged. 

Impact of evidence on policy development 

47. Ms McLeod said the EPPSE study had provided the evidence base for 

investment in early education and childcare.84 It had informed the 

development of policy, including the Early Years Foundation Stage and Sure 

Start Children’s Centres.85 The Minister told us that the EPPSE study had 

also played a role in more recent policy choices: 

“Based on that evidence, we rolled out the two year-old entitlement, 

which is targeted at 40% of disadvantaged children, and increased the 

number of hours for three and four year-olds from 12.5 hours to 15 

hours at the start of this Parliament. Also based on that evidence and on 

international studies, we have introduced the early years pupil premium, 

which is roughly £300 per child for three and four year-olds.”86 

                                                                                                                                     
82 Q 169 

83 Department for Education, Students’ educational and developmental outcomes at age 16, Effective Pre-school, 

Primary and Secondary Education (EPPSE 3–16) Project, Research Brief, (September 2014): 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/351496/RR354_-

_Students__educational_and_developmental_outcomes_at_age_16.pdf [accessed 3 February 2015]; Note: 

The study authors noted that these figures needed to be treated with caution because of caveats such as the 

difficulty in predicting future earnings of the cohort, especially when no A-level results were available for 

the EPPSE sample and A-level performance was the basis for economic predictions. 

84 Q 9 

85 Written evidence from the Department for Education (ACC0068) 

86 Q 174 
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Narrowing the attainment gap 

48. Our call for evidence asked whether the provision of free early education was 

the best way to address inequalities in development among pre-school 

children. The minister referred to this as “narrowing the attainment gap” 

between the most disadvantaged children and their better off peers.87 The 

view of our witnesses was that early education was an important component 

in narrowing the gap, but that early education alone was insufficient. 

49. Many witnesses agreed that the attainment gap needed addressing and 

provided evidence of its persistence and effects. Barnardo’s said there had 

been “a consistent and large gap in educational attainment in the UK, based 

on income”.88 The Early Childhood Research Centre told us there was a “19 

month vocabulary gap at age five between children from the poorest and 

[the] most affluent families”.89 Alison Garnham, Chief Executive of the 

Child Poverty Action Group, told us that intergenerational poverty was far 

greater in the UK than elsewhere as children were “far more likely to follow 

in their parents’ footsteps in terms of income and educational level.”90 

Box 2: The attainment gap 

The Government measures the attainment gap between children of pre-

school age at the Early Years Foundation Stage Profile, which is a teacher-

led assessment at the end of reception year when children are five years old. 

Comparisons are made between children from the 30% most deprived areas 

and children from the 70% least deprived areas. 91 

In 2014, 53% of children in the 30% most deprived areas in England achieved 

a good level of development in the Early Years Foundation Stage Profile. This 

compares with 65% of children in other areas and shows a gap of 12 

percentage points. The results for 2013 were 44% compared to 56%; for 2012, 

56% to 68%; for 2011, 51% to 63%; and for 2010, 47% compared to 61%.92 

The gap (12%) has remained the same since 2011. 

 

Source: Department for Education93 

                                                                                                                                     
87 Ibid. 

88 Written evidence from Barnardo’s (ACC0054); see also written evidence from Capacity (ACC0049) 

89 Written evidence from Early Childhood Research Centre (ACC0019); see also Q 9 (Olivia McLeod) 

90 Q 87 

91 See Appendix 6 for a discussion of the term ‘deprived’. 

92 Note: The Early Years Foundation Stage Profile was changed to reflect the amended EYFS Framework 

that came into force from September 2012. The new profile was introduced in September 2012 and the 

first assessments took place in summer 2013. This may be the reason why the results for 2013 are 

significantly lower than those for 2014, 2012, 2011 and 2010, and also for the larger year on year 

improvement from 2013 to 2014.  

93 Department for Education, Statistical First Release, Foundation Stage Profile Results in England 2013/14, 

(October 2014): https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/364021/ 

SFR39_2014_Text.pdf [accessed 22 January 2015] and Department for Education, Statistical First Release, 

Foundation Stage Profile Results in England 2010/11, (October 2011): 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/219023/main_20text_20sfr28

2011.pdf [accessed 11 February 2015] 
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50. Early education had a crucial role to play in helping disadvantaged children 

catch up with their more advantaged peers. The Minister said the case for 

investment was clear: 

“Given that we have seen evidence that early education does make a 

difference to school readiness and school attainment, being able to 

invest in it early, especially for the disadvantaged, should help to narrow 

that gap.”94 

51. There was general agreement that the quality needed to be high in order to 

improve outcomes, especially for children from disadvantaged backgrounds; 

and much of the evidence base from the EPPSE study supported that 

conclusion.95 Early Education, a national charity campaigning for high 

quality early education, said that provision of free early education was “an 

important tool in addressing inequalities, provided that the quality is high 

enough”.96 The Minister agreed: he said that to close the gap the 

Government “should focus relentlessly on quality.”97 

The home learning environment 

52. However, several witnesses cautioned against expecting early education alone 

to overcome the effects of disadvantage. Dr Stewart told us that “even the 

best early education should not be seen as a magic bullet.”98 Many witnesses 

highlighted the importance of the home learning environment, which was “a 

bigger driver of children’s outcomes than childcare.”99 As Cathy Nutbrown, 

author of the Nutbrown Review into childcare qualifications, pointed out: 

“The 15 hours cannot make up for all the other hours in the week … It 

is not just about having stories in the 15 hours that you are in the 

setting; it is about having a story every night when you go to bed.”100 

53. The London Borough of Hackney said that early education needed “to be 

accompanied by support for parents” to ensure “a strong home learning 

environment.”101 Professor Nutbrown advocated the use of home visits by 

childcare providers to improve confidence among parents and support them 

in learning more about what children needed. This could be achieved with 

relatively little input: “just a few home visits over a term for about half an 

hour or an hour can make a difference”.102 Helen Barnard, poverty 

programme manager at the Joseph Rowntree Foundation, agreed that 

childcare providers could play a valuable role in helping parents to improve 

the home learning environment. This was particularly the case for children’s 

centres but also some nurseries, where ongoing relationships with parents 
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95 Written evidence from National Children’s Bureau (ACC0058); see also Q 87 (Alison Garnham) 

96 Written evidence from Early Education (ACC0018) 

97 Q 174 

98 Written evidence from Dr Kitty Stewart (ACC0022); see also written evidence from Early Childhood 

Research Centre (ACC0019) 

99 Q 88 (Helen Barnard) 

100 Q 69 

101 Written evidence from London Borough of Hackney (ACC0024); see also written evidence from Plymouth 

City Council (ACC0053) 
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were established: “if it is done well childcare providers can be one of the best 

ways of educating parents”.103 The current Ofsted inspection framework for 

early years settings already placed emphasis on the importance of engaging 

parents with their child’s development, both in the setting and at home.104 

54. High quality early education has a crucial role to play in helping 

disadvantaged children to reach their full potential. For this group in 

particular the impact can be substantial. Greater value for money in 

terms of child outcomes is obtained by investing in early education 

for this group, than for all children. 

55. We therefore recommend that the Government reviews the current 

distribution of resources within the overall budget for early education 

and childcare support, and consider whether the evidence supports 

targeting more resources at those children most likely to benefit. A 

tool for doing so already exists in the Early Years Pupil Premium. 

This represents better value than extending universal provision. The 

same evidence-based approach should be used to determine whether, 

and if so how, any new resources should be committed to the early 

years. 

56. Early education is not a magic bullet in relation to closing the 

attainment gap. It should be considered alongside other 

interventions. The role of the home learning environment is critical 

in a child’s development. Early education needs to be accompanied 

by programmes to support families in providing a positive home 

learning environment. We recommend the Government considers 

how such programmes could be established alongside the free early 

education entitlement. 

Quality 

57. We sought to understand the characteristics of early education and care 

which had been found to deliver good child outcomes.105 Sandra Mathers, 

from Oxford University, told us that what children needed were “warm and 

responsive interactions with sensitive adults”; stimulating activities and 

resources, and opportunities for physical activity.106 Needs varied depending 

on age: for children under three secure and stable relationships with adults 

who knew them well were important; for children over three it was also 

important to have staff that could support their learning, as well as their 

interactions with other children.107 
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104 Ofsted, Evaluation schedule for inspections of registered early years provision, (August 2014): 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/379123/ 

Evaluation_20schedule_20for_20inspections_20of_20registered_20early_20years_20provision_20from_20S

eptember_202014.pdf [accessed 9 February 2015]; see also Department for Education, Statutory 

Framework for the Early Years Foundation Stage, (March 2014): 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/335504/ 

EYFS_framework_from_1_September_2014__with_clarification_note.pdf [accessed 9 February 2015] 

105 Q 56 (Sandra Mathers); see also written evidence from Dr Kitty Stewart (ACC0022) 

106 Ibid. 

107 Ibid. 
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58. The Family and Childcare Trust said that research evidence indicated that 

there were “specific characteristics of early education that must be present to 

improve outcomes for children”.108 These included the presence of a 

graduate teacher leading and participating in care, and qualified and 

motivated staff able to deliver warm and responsive care.109 The National 

Children’s Bureau agreed that graduate-led care was important, because 

research had identified that provision which was graduate-led was “most 

effective in improving outcomes for young children.”110 Dr Kitty Stewart 

concurred: 

“Having a qualified teacher in a setting has been consistently found to 

raise quality … A graduate presence does not appear to be just a proxy 

for other factors: the evaluation of the Graduate Leader Fund found 

quality improved significantly for 3 and 4 year-olds when a graduate was 

taken on.”111 

The role of staff to child ratios 

59. Many witnesses made the link between staff to child ratios and quality. 

4Children told us: 

“There is strong evidence to suggest that as ratios rise the quality of 

provision in early years settings can deteriorate”.112 

60. Fiveways Playcentre said they had operated for many years at a ratio of one 

staff member to six children, rather than the legal minimum requirement of 

one staff member to eight children, because this had enabled them “to give 

quality individual attention.”113 Sarah Bagshaw, Finance Director of St Bede 

Primary Academy, said that in the five nurseries managed by the St Bede 

Childcare charity, more staff were deployed than was legally required. 

Despite having teachers in their settings which legally enabled them to 

operate a ratio of one staff member to 13 children, they chose not to “move 

to the 1:13 ratio for the younger children” because a “much smaller ratio” 

was needed for four-year-olds.114 Instead they maintained a 1:8 ratio for pre-

schoolers and used their teachers “to promote quality and planning” across 

the age ranges rather than to make use of ratios which would allow them to 

employ less staff.115 

61. The National Day Nurseries Association pointed out that the Government’s 

proposal in More Great Childcare to relax the mandatory staff to child ratios in 

order to reduce childcare costs had been “largely rejected by the early years 

sector” on the grounds that relaxing ratios “would risk damaging the quality 

                                                                                                                                     
108 Written evidence from Family and Childcare Trust (ACC0057) 

109 Ibid. 

110 Written evidence from National Children’s Bureau (ACC0058); references to graduates throughout this 

report should always be understood as graduates in subjects relevant to childcare, rather than graduates per 

se.  

111 Written evidence from Dr Kitty Stewart (ACC0022); NB We note that the Graduate Leader Fund has 

been absorbed into the Early Intervention Grant since 2011 and is no longer ring-fenced.  

112 Written evidence from 4Children (ACC0047) 

113 Written evidence from Fiveways Playcentre (ACC0027) 

114 Q 107 

115 Ibid. 

http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/affordable-childcare-committee/affordable-childcare/written/11978.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/affordable-childcare-committee/affordable-childcare/written/12172.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/affordable-childcare-committee/affordable-childcare/written/11729.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/affordable-childcare-committee/affordable-childcare/written/11772.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/affordable-childcare-committee/affordable-childcare/written/11747.html
http://data.parliament.uk/writtenevidence/committeeevidence.svc/evidencedocument/affordable-childcare-committee/affordable-childcare/oral/15119.html


36 AFFORDABLE CHILDCARE 
 

 

of childcare”.116 Yet the Government presented it as a proposal for 

promoting quality, rather than diluting it. In its proposals in More Great 

Childcare117 the Government drew on examples of the staff to child ratios 

found in other countries, such as the Netherlands and France, where 

childcare staff were more highly qualified than in England. The 

Government’s argument was that the presence of highly qualified staff 

enabled greater numbers of children to be cared for by staff. In turn, the 

greater revenue generated by the greater number of children would enable 

settings to employ more highly qualified staff.118 

62. Cathy Nutbrown, a leading proponent of the benefit of greater levels of 

qualification in the childcare workforce, did not agree with the proposals on 

the grounds that “no matter how many PhDs you have you can only hold so 

many babies.”119 She conceded that with “properly qualified teachers” the 

ratios for three and four year-olds could be reviewed, but for the under threes 

the ratios should not be “tampered with”.120 

63. Quite apart from the response from the childcare sector, we note that 

disagreement between the Coalition parties about the proposal to relax ratios 

led its being dropped. We note that the Government continues to promote 

greater use of the existing 1:13 ratio for settings where there is a graduate 

present, and we discuss this further under ‘Improving the efficiency in the 

childcare sector’ in Chapter 4. 

64. Research evidence has clearly defined the characteristics of early 

education and care required to improve child outcomes. One key 

indicator of quality is the level of staff qualification in a setting. 

Free early education entitlement offer 

65. Our witnesses were unanimous that high quality early education could 

deliver improved outcomes for children. Their views relied heavily on 

research evidence, principally provided by the EPPSE study, and 

international studies. However, answers to the question of whether the 

current free early education entitlement offer for three and four year-olds 

funded by the Government had improved outcomes for children were less 

clear-cut. The findings of the EPPSE study were not directly relevant since 

the cohort studied in the research pre-dated the introduction of the free early 

education entitlement. 

  

                                                                                                                                     
116 Written evidence from National Day Nurseries Association (ACC0036) 

117 Department for Education, More Great Childcare, (January 2013): https://www.gov.uk/government/uploads/ 

system/uploads/attachment_data/file/219660/More_20Great_20Childcare_20v2.pdf [accessed 19 January 

2015] 

118  Ibid. 

119 Q 70 

120 Ibid. 
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Box 3: Free early education entitlement 

All three and four year-olds are entitled to 15 hours of free early education 

for 38 weeks of the year. Children are accepted from the school term after 

they have turned three. The offer or ‘entitlement’ can be taken at a 

maintained setting, such as a nursery class attached to a primary school, or in 

a setting in the PVI sector. This can include playgroups and childminders, 

but most children (60%) receive the free hours at a private nursery. 

A key distinction between different types of settings is how the hours are 

delivered. In the maintained sector they are usually delivered in three-hour 

sessions across five mornings or afternoons. In the private sector the hours 

are delivered flexibly; for example, a child attending a private nursery for two 

days a week, may receive a discount on their monthly fees equivalent to 15 

free hours for 38 weeks of the year. 

Since September 2013 the early education offer has been extended to the 

20% most disadvantaged two year-olds. In September 2014 the offer was 

extended again to include the 40% most disadvantaged two year-olds. Of the 

two year-olds benefitting from the entitlement, almost all (96%) receive the 

free hours in the PVI sector.121 

The Government intends for all two year-olds to access their entitlement in 

settings rated either good or outstanding by Ofsted, however, local 

authorities may choose to fund places at settings rated less than good to 

ensure sufficiency of early education places. For two and four year-olds local 

authorities are required to fund places in settings achieving Ofsted ratings 

above inadequate. 

The take-up of the free early education offer is high at 94% for three year-

olds and 98% for four year-olds. There are no agreed estimates for the total 

number of eligible 2 year-olds so take-up cannot be expressed as a 

proportion. In January 2014 86,640 eligible two year-olds had taken up a 

funded place. 

 

Evaluating the free early education entitlement 

66. A number of witnesses raised concerns about the quality of the current offer. 

Dr Kitty Stewart told us that “the quality of early education currently being 

delivered to 2 year-olds and to many three and four year-olds is not of 

sufficiently high quality that it can be expected to significantly improve child 

outcomes.”122 The Family and Childcare Trust said that the necessary 

characteristics to improve child outcomes were “too often not present in the 

free early education that children receive.”123 In particular, they were 

concerned that “only 45 per cent of children aged two and 48 per cent of 

children aged 3–4 are receiving the early education offer in a setting where a 

graduate works directly with them”.124 The Trust also questioned whether 

Ofsted ratings were a sufficient indicator of quality since “an Ofsted rating of 

                                                                                                                                     
121 See Appendix 6 for an explanation of how the Department for Education defines the 20% and 40% most 

disadvantaged two year-olds. 

122 Written evidence from Dr Kitty Stewart (ACC0022) 

123 Written evidence from Family and Childcare Trust (ACC0057) 

124 Ibid. 
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‘good’ alone may not [be] sufficient to identify whether a setting is delivering 

care of the standard needed to affect outcomes for children.” 125 Helen 

Barnard said that the criteria which the “best international evidence” had 

established as indicators of quality and therefore likely to improve outcomes, 

had not been fully absorbed into the Ofsted inspection criteria.126 

Lack of evaluation data 

67. Several witnesses raised the lack of available data on which to assess the 

impact of the current free early education offer for all three and four year-

olds and some two year-olds.127 Bright Horizons, a leading provider of day-

care nurseries, said there was “no method of determining if the provision of 

early education is improving outcomes for children as there is no baseline 

from which to measure progress”.128 This reflects the fact that the Early 

Years Foundation Stage Profile, a teacher-led assessment of a child’s level of 

development, currently takes place at the end of the reception year in 

primary school. The findings are therefore likely to reflect the impact of early 

education provided by the school during reception year, as well as any early 

education received prior to going to school. Ofsted’s annual report on Early 

Years for 2012–13 commented on the lack of outcomes data and concluded 

that it had resulted in weak accountability in the early years sector.129 From 

September 2016 children will be subject to a ‘reception baseline assessment’, 

which will be linked to the learning and development requirements under the 

Early Years Foundation Stage, at the beginning of their reception year. This 

has been announced by the Department for Education as part of a policy to 

make primary schools more accountable.130 It is not clear whether the same 

data will be used to evaluate provision in early years settings. 

68. Gill Jones, Deputy Director for Early Education at Ofsted, acknowledged 

that there was “no standard baselining” in the early years which would 

otherwise enable clear assessments to be made in the way that was possible 

for primary and secondary schools.131 Any judgments on achievement were 

therefore made on the basis of evidence provided to inspectors by the settings 

themselves, and any observations made by the inspectors during their visit to 

the setting. The picture was further complicated by the different assessment 

frameworks in place for private and maintained settings, meaning that 

currently private settings were not assessed on achievement.132 Ms Jones 

conceded that Ofsted did not “have the picture of children’s achievement 

across private providers”, but she pointed out that the mix of provision 
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129 Ofsted, Early years annual report: 2012–13, (2014), paragraph 28: https://www.gov.uk/government/ 

uploads/system/uploads/attachment_data/file/386504/Ofsted_Early_Years_Annual_Report_201213.pdf 

[accessed 19 January 2015] 

130 Department for Education, ‘Making schools and colleges more accountable and funding them fairly’ 

(24 November 2014): https://www.gov.uk/government/policies/making-schools-and-colleges-more-

accountable-and-funding-them-fairly/supporting-pages/reception-baseline-assessment [accessed 5 February 

2015] 
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available made this harder to achieve.133 A consultation was underway to 

consider a common framework for inspection judgments across the childcare 

sector.134 

69. Acknowledging that more evaluation was needed, the Department for 

Education had commissioned a series of studies, the most significant of 

which was the Study for Early Education and Development (SEED), a 

longitudinal study following 8000 two year-olds from across England to the 

end of key stage one (age 7–8). The purpose of the evaluation would be to 

assess the effectiveness of the free early education entitlement offer, and in 

particular the impact of funded places for two year-olds from lower income 

families.135 Unlike other cohort studies, SEED would allow progress of 

individual children to be monitored, taking into account the type of 

provision, frequency and total length of attendance. The study was expected 

to report in 2020.136 Other elements of the study would consider quality 

across settings, value for money, case studies of good practice, and 

qualitative assessments of childminders and children with special educational 

needs.137 

Recent evaluation of the current early education offer 

70. Two evaluations of the free early education offer have been published since 

our Committee started taking evidence.138 Two research teams, funded by 

the Economic and Social Research Council and the Nuffield Foundation, 

looked at the impact of the free early education offer on outcomes for 

children and maternal employment.139 

71. The first thing noted by the researchers, based principally at the Universities 

of Surrey and Essex and at the Institute for Fiscal Studies, was that while the 

take-up of free early education places for three year-olds rose dramatically, 

from 37% in 1999 to 88% in 2007, the proportion accessing any form of 

early education, regardless of whether their parents paid for it or not, rose by 

                                                                                                                                     
133 Ibid. 

134 Ibid. 

135 Written evidence from Department for Education (ACC0068) 

136 Ibid. 

137 Ibid. 

138 Jo Blanden, Emilia Del Bono, Kirstine Hansen, Sandra McNally and Birgitta Rabe, Evaluating a demand-

side approach to expanding free preschool education, (2014): https://www.iser.essex.ac.uk/research/ 

publications/522770 [accessed 19 January 2015]; Mike Brewer, Sarah Cattan, Claire Crawford and Birgitta 

Rabe, The impact of free, universal pre-school education on maternal labour supply, (2014): 

http://www.ifs.org.uk/publications/7403 [accessed 19 January 2015]. Jointly referred to as the Blanden-

Rabe study after the two lead researchers.  

139 Submissions were made separately by the leader of the research team considering outcomes for children, 

Dr Jo Blanden (ACC0016); the team considering the impact on maternal labour supply: Professor Mike 

Brewer (University of Essex and IFS), Dr Sarah Cattan (IFS), Dr Claire Crawford (University of Warwick 

and IFS), Professor Emilia Del Bono (University of Essex) and Dr Birgitta Rabe (University of Essex) 

(ACC0021); and subsequently, by all the researchers involved in the two evaluations: Jo Blanden 

(University of Surrey), Mike Brewer (University of Essex and IFS), Sarah Cattan (IFS), Claire Crawford 

(University of Warwick and IFS), Emilia Del Bono (University of Essex), Kirstine Hansen (Institute of 

Education), Sandra McNally (University of Surrey) and Birgitta Rabe (University of Essex) (ACC0061). 

We heard oral evidence from Professor Mike Brewer and Dr Brigitte Rabe on behalf of the research teams 

on 22 October 2014 (QQ 74–85).  
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only 14%.140 This was because a large proportion of three year-olds (80%) 

were already accessing some form of early education before the policy was 

implemented. The researchers concluded that “out of every six children 

receiving free early education in 2007, only one additional child attended 

early education as a result, and the other five would have been in some form 

of early education even in the absence of the policy.”141 This suggested that 

outcomes for the majority of children accessing early education were no 

different than if the policy had not been implemented. 

72. There is evidence that a significant proportion of three and four year-

olds would be accessing some form of early education even in the 

absence of the policy. This underlines the need for a robust 

assessment of impact. 

73. In assessing the impact of the policy on child outcomes the researchers said it 

was important to note that “the state both provides some children with early 

education, through LA-funded maintained schools, and it funds other 

children to access early education at a PVI provider.”142 This distinction was 

important because research had “suggested that the quality of early 

education provided by the state is, on average, better than early education 

provided by PVI providers.”143 

74. To estimate the impact on child outcomes, the researchers had compared the 

change in children’s outcomes in areas where the free entitlement was 

already well established in 2002, with areas which experienced substantial 

growth in the free entitlement between 2002 and 2007. Both studies found 

that the roll-out of the free entitlement to three year-olds had “small 

impacts” 144 on the outcomes of children: 

“Preliminary results suggest that the free entitlement in England has had 

small impacts on children’s outcomes when assessed by the Foundation 

Stage Profile score (a teacher assessment made at the end of a child’s 

first year of school—the reception year), but only very small impacts on 

whether a child reaches the expected standard at Key Stage 1 (in Year 2, 

at age 7–8), and no impacts at Key Stage 2 (age 11).”145 

75. The researchers acknowledged that these findings were in marked contrast to 

the outcomes found by the EPPSE study. One reason suggested for the 

difference between the findings was the high proportion of maintained 

settings in the EPPSE study, where quality was found in general to be 
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higher.146 This may have led to disproportionately high impacts. Another 

reason suggested by the researchers was that much had changed in the 

resourcing, provision and accountability of primary schools since the EPPSE 

study had been launched, and that perhaps, as primary schools had 

improved, pre-school experience mattered less to outcomes.147 

76. The Minister was not persuaded that the findings of the two studies were 

relevant to the current offer of early education, on the grounds that the 

research covered the period from 2000 to 2007, “when the quality of settings 

in the PVI sector was not as high as it is today.”148 Gill Jones, Deputy 

Director for Early Years at Ofsted, concurred that: “without doubt quality 

has improved over the last seven years”149. Ofsted data comparing overall 

effectiveness of all providers on the early years register from 2009 to 2013 

showed a positive trend in the proportion of settings rated good or 

outstanding from 65% in 2009 to 78% in 2013.150 

77. There are indications that the characteristics of early education and 

care which have been found to have an impact on children’s 

outcomes, and which are especially important for the most 

disadvantaged children, are not present across the board in the 

delivery of free early education. 

78. However, the current assessment framework does not allow outcomes 

to be linked to specific provision. There is insufficient evidence to 

judge whether or not the early education entitlement on the whole is 

delivering improved outcomes. 

79. We are disappointed that there has been no rigorous evaluation of the 

free early education entitlement policy to date. While we commend 

the commissioning of the Study for Early Education and 

Development (SEED), we find that it is long over-due. There is an 

urgent need for a better evidence base to be developed to allow the 

value of the state’s intervention to be ascertained. 

80. We recommend that the Government seeks robust evidence on the 

effectiveness and value for money of its early education entitlement 

offer. 

The childcare market and impact on quality 

81. The delivery of the free early education offer by a fragmented mixed market 

of childcare was cited by many witnesses as presenting a challenge to quality 

                                                                                                                                     
146 Ibid. For the purpose of effective comparison the proportion of children attending nursery schools and 

nursery classes in infant schools was over-represented in the EPPSE sample; for example almost one in five 
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and therefore outcomes.151 Alison Garnham said it had been a deliberate 

policy choice, embodied in the Childcare Act 2006, for local authorities to 

become market managers rather than direct providers of childcare. It had 

been “a mistake in retrospect, because the best quality is in the maintained 

sector and it probably would have been better to expand school nurseries.”152 

Table 2: Proportion of children benefitting from early education 

entitlement by provider type in 2012–13 

 Age of children 

 2 3 4 3 & 4  

Private and 

Voluntary 

Providers 

96 60 18 39 

Independent 

Schools 

0 2 2 2 

Maintained 

Nursery Schools 

2 4 2 3 

Nursery Classes 

in Primary 

Schools 

1 32 14 23 

Infant Classes in 

Primary Schools 

0 0 63 32 

State-funded 

Secondary 

Schools 

0 0 1 0 

Special Schools 0 0 0 0 

Total 100 100 100 100 

Source: Department for Education153 

82. Provision in the state or ‘maintained’ sector, remained the minority. 

Professor Brewer told us that the roll-out of the free early education 

entitlement had happened almost “entirely in the PVI sector”.154 In 1998–99, 

“about 38% of three year-olds were getting a free place at a nursery class in 

[the] maintained sector. That fraction has not changed”.155 If anything, the 
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role of the state sector had declined: in 2012–13 only 32% of three year-olds 

were accessing their free entitlement in nursery classes attached to schools, 

compared to 60% in the PVI sector. Of the disadvantaged two year-olds 

accessing their entitlement, 96% were in the PVI sector (see Table 2). 

83. The PVI sector is an important stakeholder in the delivery of the 

Government's free early education entitlement policy. 60% of three 

year-olds and 96% of disadvantaged two year-olds who are accessing 

their entitlement are doing so in a PVI setting. 

Quality in the PVI sector 

84. Many witnesses told us that the standard of quality was generally higher in 

the maintained sector than in the PVI sector.156 Most witnesses cited the 

lower levels of qualified staff in the PVI sector as the reason for poorer 

quality. The Family and Childcare Trust said that “staff motivation and skill 

levels are often low because in many settings a significant proportion of staff 

are unqualified”.157 

85. The proportion of staff with level 3 qualifications (equivalent to A level) was 

roughly equal across all types of group-based provider at just over 80%, but 

the proportion of staff with level 6 qualifications was far lower in the PVI 

sector at just over 10%, compared to 40% in the schools sector. The 

proportion of paid staff with qualified teacher status was just 5% in all full 

day care settings, compared to 36% in nursery classes in schools. The 

proportion of settings with at least one member of staff qualified to level 6 or 

above was 59% in the full day care sector, and 98% in nursery classes in 

schools.158 

86. The Minister agreed that staff qualifications were important but argued that 

standards were rising across the board: 

“I would say in defence of the early years sector that the qualifications 

are improving. In 2003, 57% of full-time day-care staff were qualified to 

at least level 3. By 2011, it was 84%. The proportion of graduates in the 

workforce more than doubled between 2007 and 2011 from a lower base 

of 4% to 11%.”159 

87. Witnesses agreed that there had been recent improvements in the sector. 

Ms Mathers said that “initiatives like the Graduate Leader Fund have been 

successful in increasing the number of graduates in the PVI sector, and we 

know from evaluation that it has had an impact on quality” but overall 

quality was still “too variable”.160 
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88. Of particular concern for many witnesses was the evidence that settings in 

the most disadvantaged areas tended to be of lower quality. Helen Barnard 

referred to a “dearth of good quality provision in deprived areas.”161 Quality 

was found to be lower particularly in the aspects that were most important 

for children’s development: “the quality of support for children’s language 

and for learning.”162 Ofsted told us that inspection judgments were generally 

higher in more affluent areas compared to more deprived areas163, and that 

this was linked very closely to the language and communication skills of the 

providers themselves: 

“If we have providers in deprived areas, say a childminder in a deprived 

area, who herself has very low-level language and communication skills, 

the quality of education she gives to the child is lower than where that is 

different. Sadly, we tend to find that in areas where we struggle to get 

childcare the people who put themselves forward tend to generally have 

a lower level of skill.”164  

Box 4: Early Years Pupil Premium 

The Early Years Pupil Premium (EYPP) is additional funding due to be 

given to settings delivering free early education entitlement to three and four 

year-olds from low income families165, in care or adopted from care. The 

Government expects most children in receipt of the early education 

entitlement for two year-olds to be eligible for the EYPP when they turn 

three. The policy will be rolled out from April 2015.166 

The Premium will be administered by local authorities as part of the 

Dedicated Schools Grant. Settings will receive 53p per hour, per eligible 

pupil, amounting to £300 a year for each eligible child who takes up their full 

free early education entitlement. Local authorities are not allowed to hold 

back any of the funding, vary the rates or place conditions on the funding.167 

 

89. Quality of provision in the maintained sector, however, was “comparable in 

disadvantaged and more advantaged areas.”168 Ms Mathers suggested that 

this was perhaps due to the fact that PVI settings, which tended not to be 

graduate-led struggled to “meet the challenge of providing good quality for 

disadvantaged children” who were more likely to have a “broader range of 
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162  Q 57 (Sandra Mathers) 

163 See Appendix 6 for a discussion of the term ‘deprived’. 
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165 This is defined as families in receipt of: income support, income based job seekers allowance, income 

related employment and support allowance, support under part VI of the Immigration and Asylum Act 

1999, the guaranteed element of State Pension Credit, Child Tax Credit (provided they’re not also entitled 
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166 Q 174 
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needs.”169 Ivana La Valle from the University of East London agreed that 

special needs and behavioural problems were more prominent among 

disadvantaged children, which could be time consuming and challenging for 

the staff.170 In recognition of the broader range of needs, and the fact that 

disadvantaged children stood to gain more from high quality early education 

the Government had introduced the Early Years Pupil Premium to target 

additional support at this group (see Box 4). 

90. We spoke to provider organisations about the level of qualifications among 

the workforce. Neil Leitch from the Pre-school Learning Alliance agreed that 

there was a need to “upskill the workforce” but it would require 

investment.171 

91. Staff qualifications are an important indicator of quality in the 

delivery of early education and care. The maintained sector employs 

a greater proportion of staff at a higher level of qualification than the 

PVI sector. Provision in the maintained sector is correspondingly 

found to be of higher quality on average than that in the PVI sector. 

92. We recommend that the Government considers how the proportion of 

staff qualified at a higher level can be increased in the PVI sector to 

drive up overall quality. In line with that, we also recommend that the 

Government reconsiders its response to the Nutbrown Review. 

Funding of the free early education entitlement 

93. The key reason cited in the evidence for the generally lower level of 

qualifications in the PVI sector was lack of funding to pay for higher qualified 

staff. This point was usually linked to the lack of adequate funding to deliver 

the free early education entitlement offer. Several witnesses reported that the 

rates paid by local authorities to providers were insufficient to cover the costs 

of delivery. Mr Steve Dyke told us that the rate for PVI providers in 

Warwickshire was £3.55 per hour per child. He said that such a funding rate 

was sufficient for “poor quality PVI nurseries that employ a substantial 

portion of unqualified or underqualified staff under the age of 22 at 

minimum wages but penalises high quality providers who will tend to employ 

more mature and better qualified staff (many with degrees) at above the 

minimum wage.”172 

94. Evidence from the National Day Nurseries Association supported what was 

being said by individual providers:  

“The longstanding under-funding of free early years education places is 

driving childcare costs upwards. Free early education should be free to 

the family and free to the early years provider. At the moment most 

nurseries are subsidising free education for two, three and four year-olds 
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because the funding they get from their local authority does not cover 

their costs.”173 

Box 5: Funding free early education in the PVI sector 

Funding for the free early education entitlement places is taken from the 

Dedicated Schools Grant which local authorities receive from the 

Department for Education. Local Authorities are required by the Early 

Education and Childcare Statutory Guidance to set a transparent funding 

formula for all types of providers. They are entitled to set different rates for 

different types of provision due to “unavoidable cost differences”. Regulation 

also requires local authorities to maximise the funding that is passed to 

providers rather than centrally retained. 174 

 

95. The NDNA’s Annual Nursery Survey 2015 found that 85% of day nurseries 

were making a loss on funded places for three and four year-olds, by an 

average of £809 per year per child. Average hourly funding in England was 

£3.80, providing an average shortfall of £1.42 per child.175 A report 

published by Ceeda, commissioned by the Pre-school Learning Alliance, 

examined the cost of delivery of high quality early education and childcare 

for three and four year-olds. It found that that the average cost of one hour of 

quality early education and childcare for funded three and four year-old 

children in England was £4.53, and that the average funding shortfall was -

 £0.65 per hour (17%), which increased to 20% in the London region. It 

estimated that the non-domestic PVI sector faced an annual shortfall of £177 

million in order to deliver the free entitlement to funded three and four year-

olds in England.176 

96. We raised the question of under-funding of the free early education 

entitlement with Ms McLeod from the Department for Education. She told 

us that providers were “not allowed to charge top up fees”.177 Under 

statutory guidance local authorities were required to ensure that providers 

were not charging for any goods and services, such as meals, activities or 

additional hours, as a condition of access to the free early education 

entitlement.178 Ms McLeod said providers had the option of not delivering 

the free entitlement, but she acknowledged that most providers did not opt 
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174 Department for Education, Early Education and childcare, Statutory Guidance for local authorities, (September 

2014), A4a.Early Years single funding formula: https://www.gov.uk/government/uploads/system/ 

uploads/attachment_data/file/351592/early_education_and_childcare_statutory_guidance_2014.pdf 

[accessed 19 January 2015] 

175 National Day Nurseries Association, Annual Nursery Survey 2015:England, (January 2015): 
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out for the reason that the vast majority of parents would want to be able to 

access the free entitlement.179 

97. It was suggested by witnesses that some Local Authorities retained funding 

centrally for other purposes, despite statutory guidance saying they should 

pass as much as possible on to providers180. Ms McLeod said that some of 

the funding was retained for legitimate purposes, such as to support children 

with special educational needs; but she conceded that some local authorities 

were able “to pass on a much higher hourly rate than others” and that there 

was a need to find out why others were paying less.181 The Local 

Government Association would not comment on the sufficiency of current 

funding levels except to say that they “would support an analysis of the 

funding costs by both councils and providers”.182 

98. Data published by the Department for Education demonstrated that rates 

paid by local authorities in 2013–14 varied widely between different types of 

settings, with provision in nursery schools receiving the highest hourly rates 

with an average of £7.31, and provision in the PVI sector the lowest, with an 

average of £3.92 (see Table 3). 

Table 3: Funding of free early education places for three and four year-olds 

by provider type 

 Delegated budget allocated to 

providers per pupil per year  

Delegated budget allocated to 

providers per pupil per hour 

PVI 

providers 

Nursery 

Schools 

Primary 

Nursery 

Places 

PVI 

providers 

Nursery 

Schools 

Primary 

Nursery 

Places 

England 

average 

(median) 

£2,232 

(£2,237) 

£4,166 

(£4,064) 

£2,422 

(£2,321) 

£3.92 

(£3.92) 

£7.31 

(£7.13) 

£4.25 

(£4.07) 

England 

minimum 

£1,176 £1,714 £1,510 £3.10 £3.01 £2.65 

England 

maximum 

£3,420 £15,069 £4,372 £6.00 £26.44 £7.67 

Source: Department for Education183 

99. Evidence suggests that the money allocated to free early education 

policy, and distributed by local authorities, does not cover the 

economic cost of delivering the free hours in the PVI sector. Many 

local authorities pay less to PVI settings than they do to maintained 
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settings. While this continues there is little prospect that the sector 

can afford to improve quality to a level that would have more impact 

on child outcomes. 

100. It is a false economy to fail to invest to a level sufficient to ensure high 

quality provision and therefore improved outcomes. We therefore 

recommend that the Government reviews the current distribution of 

resources within the overall budget for early education and childcare 

support, and considers how resources are prioritised to ensure that 

all settings, whether in the PVI or maintained sector, are able to 

employ well-qualified and trained staff, to deliver the child outcomes 

which the policy was designed to achieve. 

101. There is legitimate cause for concern about the uneven allocation of 

funding for free early education places in the PVI sector. We 

recommend that the Government’s review of resources includes a 

review of how local authorities discharge their duties in respect of 

funding free early education places in the PVI sector. 

Cross-subsidisation of Government funded places 

102. 4Children said that under-funding of the free early education entitlement 

places led to the practice of ‘cross-subsidising’, whereby providers charged 

more to parents for the additional hours they used, or even charged other 

parents who did not receive free hours more than the actual unit cost.184 

Fiveways Playcentre explained how the shortfall in funding affected the fees 

charged to parents at their setting: 

“The true economic breakeven price for childcare for 3–4 year-olds at 

our facility is approx. £4.50 per hour. In practice, since 50% of our 

income is in the form of (under) funded Early Years places offering us 

£3.91 per hour, at this rate we make a loss of 60p per hour (and it has 

consistently been at a 40p–50p loss rate for quite a few years). Therefore 

we have to charge the fee-paying parents £4.80 per hour (going up to 

£5.00 in September) to help cover the shortfall. In practice, as many as 

80% of parents are taking up both funded places and fee-paying places, 

so they are cross-subsidising themselves. Only 20% of parents take up 

only the funded (free) places, and so don’t pay anything out of their own 

pocket, and are thus subsidised by the other parents.”185 

103. Another effect of the need for cross-subsidisation to re-coup the shortfall 

from the under-funded free early education places, was the reported shortage 

of PVI provision in disadvantaged areas, where there was typically less 

demand for additional paid-for hours. We discuss further issues of sufficiency 

of supply in Chapter 4.186 

104. We challenged the Minister on the issue of cross-subsidisation. He said he 

was “familiar with that line of argument”,187 and that the Government was 
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keen to ensure that as much as possible of its investment reached the front 

line: 

“that is why we published a benchmarking tool: in order to compare the 

funding levels and the relative proportion of the early years funding that 

is received by local authorities that goes to the front line. Those data will 

provide us with the insight.”188 

105. However, he cautioned against the notion of a sector in crisis and pointed 

out that some settings delivering only the free early education entitlement 

were “thriving”.189 We asked for additional information on such settings but 

were told that the department did not collect data systematically about 

settings which provided only the free entitlement.190 Some data on sessional 

providers was supplied, as well as some case studies of nurseries attached to 

academies. However, neither school-based nurseries nor sessional providers 

face the same business costs as full day care nurseries in the PVI sector, 

which represent the majority of provision in England, and where the majority 

of early education places are to be found. 

106. There is evidence that the funding shortfall in the rates offered to PVI 

providers for delivery of the free early education entitlement is met in 

some settings by cross-subsidisation from some fee-paying parents. 

This means that parents are subsidising themselves, or other parents, 

in order to benefit from the Government’s flagship early education 

policy. 

107. The intention of the free early education policy is that 15 hours of 

early education per week are accessed at no cost to the parents. We 

recommend that the Government reviews the current distribution of 

resources within the overall budget for early education and childcare 

support to ensure that the free early education entitlement is 

delivered without additional cost to parents. 

Poor incentives to improve quality in the PVI sector 

108. Apart from under-funding of the free entitlement, it was argued that there 

was a lack of incentive to prioritise quality in the private sector because the 

delivery of free early education was not closely tied to quality measures. Liz 

Bayram, Chief Executive of the Professional Association for Childcare and 

Early Years (PACEY), said that as long as a provider had “not been judged 

inadequate” they could deliver the early education entitlement, as could 

some “very newly registered” providers.191 Despite the Government’s 

commitment to quality, under current statutory guidance local authorities 

were able to “fund places for three and four-year-old children at any provider 

judged ‘satisfactory’ or ‘requires improvement’ by Ofsted”192. 
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109. Latest figures released by the Department for Education revealed that 76% 

of three and four year-olds accessing the free entitlement were doing so in 

settings rated good or outstanding by Ofsted; 13% (or 166,000) were 

accessing it at settings rated satisfactory/requires improvement; and 2% (or 

23,510) were accessing the entitlement at a setting rated inadequate. A 

further 2% (or 24,619 children) were accessing the entitlement at settings 

that had not yet been inspected193; and 7% (or 96,134) children were 

accessing it at settings not required to register with Ofsted and therefore not 

expected to match Ofsted inspection criteria.194 

110. The early education and childcare statutory guidance for local authorities 

sets out the Government’s intention that “as far as possible, early education 

for two-year-olds is delivered by providers who have achieved an overall 

rating of ‘outstanding’ or ‘good’ in their most recent Ofsted inspection 

report.”195 Despite this the distribution of two year-olds accessing provision 

by Ofsted ratings is similar to that of three and four year-olds: 71% in good 

or outstanding; 11% (or 9, 358 children) in satisfactory/requires 

improvement; 2% (1,461) inadequate; 7% (6,324) not yet inspected, and 9% 

(7,632) not required to register with Ofsted; amounting to 24,685, or 28% of 

eligible two year-olds, accessing the entitlement at a setting not rated good or 

outstanding.196 

111. Liz Bayram suggested that an alternative approach to improve quality in the 

sector: 

“Our argument is that free entitlement funding, if funded appropriately 

and targeted to only good and outstanding settings, would by default 

drive providers to be more focused on how they improve quality in their 

settings, to be able to deliver that quality place and be able to offer the 

free entitlement. As part of that there would be entry requirements e.g. 

qualifications for you as a provider to be able to deliver that entitlement 

in the first place.”197 

112. Other reasons cited for poorer quality in the PVI sector related to the origins 

of the childcare market, which had developed in response to parental 

demand, when the focus had been on care rather than early education. As 

the Minister told us “historically, and in a lot of people’s minds, childcare is 
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register with Ofsted, therefore are not expected to match to Ofsted inspection rating data. It also includes 

academy converters who have not yet been inspected under their new status. 

195  Department for Education, Early Education and childcare, Statutory Guidance for local authorities, (September 

2014), A4a.Early Years single funding formula: https://www.gov.uk/government/uploads/system/uploads/ 

attachment_data/file/351592/early_education_and_childcare_statutory_guidance_2014.pdf [accessed on 

19 January 2015] 

196  Notes: This category includes childminder networks and independent providers who are not required to 

register with Ofsted, therefore are not expected to match to Ofsted inspection rating data. It also includes 

academy converters who have not yet been inspected under their new status. 
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where parents leave their children in order to be able to go to work, have 

respite or whatever else they need to do”.198 

113. The qualities which parents valued in childcare were found to be different to 

characteristics of early education and care found to have an impact on child 

outcomes. Ivana La Valle, a research consultant for the University of East 

London, said that parents were generally looking for “someone who will care 

for the child as well as they do or even better than they do in some 

respects.”199 The PVI sector was known to be “better at nurturing” than 

schools, for example.200 

114. While parents were concerned about quality, they were prepared to 

compromise in order to be able to access an affordable childcare place: 

“It is very rare that a parent will admit they are sending a child to a 

setting that is not of good enough quality, but they do make 

compromises. In their head they do rationalise them, so there are things 

that are negotiable.”201 

115. Ms Mathers said that parents tended to “overestimate quality” and said that 

it was not reasonable to “rely just on parental choice to drive quality” in the 

sector.202 This was especially the case in disadvantaged areas where “very 

poor families” faced far more pressing challenges and were unlikely to 

research good quality early years provision.203 This resulted in little incentive 

for providers to pay for staff training, as Ben Thomas, from UNISON, 

explained: 

“To recruit parents you are principally competing on cost, location or 

availability, so what is the incentive to spend that money on training? It 

is probably limited, as a provider.”204 

116. Mr Thomas pointed to a decline in the proportion of the childcare workforce 

undertaking qualifications since the dedicated funding under the 

Transformation Fund and the Graduate Leader Fund, had been removed, 

“from around 35% five years ago to around 20% now.”205 

117. Parents do not prioritise child development over other factors when 

seeking childcare. The market therefore offers insufficient incentives 

to PVI providers to promote the characteristics of early education and 

care found to have an impact on child outcomes. Since the market 

will not deliver this, and the Government needs the childcare market 

in order to achieve its child development objectives, the Government 

needs to use the levers at its disposal to drive up quality across the 

PVI sector. 
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118. Addressing the funding of early education places in the PVI sector is 

vital. We have already recommended that the Government reviews 

the current distribution of resources within the overall budget for 

early education and childcare. 

119. More could be done to tie the delivery of early education to quality 

indicators, especially for disadvantaged two year-olds. The 

Government intends for all eligible two year-olds to access the free 

early education entitlement at settings rated good or outstanding by 

Ofsted, but currently 28% of two year-olds taking up the offer access 

it at settings that have not been rated good or outstanding. Since the 

quality of provision is critical in delivering improved child outcomes, 

this does not appear to be a good investment for the 40% most 

disadvantaged children. 

120. We recommend that the delivery of the free early education 

entitlement hours for disadvantaged two year-olds is restricted to 

settings which have received a good or outstanding rating from 

Ofsted. This is consistent with our view that the benefit of high 

quality early education is greatest to disadvantaged children, and 

securing high quality provision for this group represents better value 

for money. 

121. We recognise that imposing such a restriction without a period for 

adjustment could reduce the affordability and availability of 

childcare, both for early education or work purposes, and also raise 

concerns for the business sustainability of providers. 

122. We therefore recommend that the Government works with the PVI 

sector, using the levers at its disposal—including the possible re-

prioritisation of resources—to ensure that disadvantaged two year-

olds access the free early education entitlement only at settings rated 

good or outstanding by the end of the next Parliament (2020) at the 

latest. 

Expanding schools provision to address the quality gap 

123. The Minister told us that schools were “very much at the heart” of the 

Government’s plan to increase nursery provision.206 44% of primary schools 

already provided nurseries, and the Government was keen to encourage 

more, especially in disadvantaged areas, where school provision could make a 

difference “not just to quality but in helping to narrow the gap.”207 

124. There were also proposals for collaboration between PVI providers and 

schools, designed to address concerns regarding quality in the PVI sector. 

Professor Nutbrown endorsed co-location for PVI providers, who could 

“benefit from the structures and the systems that schools have”.208 Gill Jones 

of Ofsted said: “We see some excellent practice in those settings because the 
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influence of the school, the teachers working with the PVI setting and the 

PVI setting preparing the children for school”.209 

125. We asked Valentine Mulholland, policy adviser at the National Association 

of Head Teachers, about the level of interest from schools in expanding 

nursery provision. She said schools were often restricted in their capacity to 

provide nursery classes by pressure on space. In fact, additional space would 

soon be required to provide adequate provision for school-age children: 

“We have a major challenge in terms of school places because we have 

seen a baby boom. So by 2017–18 over 9% additional primary school 

places will be needed nationally. In some areas that is up to 40% in 

some of the London boroughs but also other areas, like Peterborough 

and Reading … a lot of schools have seen every bit of available space 

being used to increase class sizes.”210 

126. We asked the Government what proportion of schools not currently offering 

nursery provision would consider expanding provision of early education to 

include three and four year-olds, but we were told that the Department did 

not have a “direct estimate of this”.211 However, a recent survey by the 

Department had asked providers whether they intended to provide early 

education for two year-olds, to which responses had indicated very low levels 

of demand for expansion (see Table 4). 

Table 4: Settings planning to offer funded places for two year-olds in the 

future (school-based providers) 

 Plan to offer 

funded 

provision 

before 

September 

2014 

Plan to offer 

funded 

provision 

starting from 

September 

2014 or later 

Do not plan 

to offer 

funded 

provision 

Don’t know 

Nursery 

schools 
22% 21% 51% 6% 

Primary 

schools with 

nursery and 

reception 

classes 

2% 10% 77% 10% 

Primary 

schools with 

reception but 

no nursery 

classes 

1% 2% 93% 5% 

Source: Department for Education212 
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127. We welcome the Government’s initiative to extend provision of the 

free early education entitlement in schools. There are benefits to child 

development in light of the greater levels of highly qualified staff that 

schools employ and the correspondingly higher quality of provision. 

128. However, there is limited capacity for expansion in the schools sector, 

which is under pressure to deliver sufficient school places. The 

proportion of nursery places offered by schools has declined rather 

than expanded since the introduction of the free early education 

policy. 

129. The evidence indicates that the PVI sector will continue to be the 

majority provider of free early education places in England. There is 

therefore a need to engage with the sector. As a priority, the 

Government should review the allocation of resources within the early 

education and childcare support budget to ensure that settings in the 

PVI sector can employ the highly qualified and trained staff required 

to deliver the outcomes the policy was designed to achieve. 
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CHAPTER 4: PARENTAL EMPLOYMENT 

130. Childcare costs are a concern for both mothers and fathers. Nevertheless, 

most submissions focused on the impact on maternal, rather than parental, 

employment, reflecting the reality that it remains women’s employment that 

is most affected by becoming a parent. 

131. Our call for evidence asked whether state subsidies for childcare had 

improved the ability of parents, and especially mothers, to work. Far less 

evidence was submitted in relation to this part of our inquiry compared to 

child development. Few of those that did respond on parental employment 

made reference to gender equality.213 For most witnesses the primary aim of 

increasing parental employment through childcare support was to tackle 

poverty, and especially child poverty. As well as asking for improvements to 

government support, witnesses called on employers to play a role in 

developing a wider culture of flexible working and supporting the childcare 

needs of those expected to work atypical or unpredictable hours. 

Child poverty and parental employment 

132. Anand Shukla, from the Family and Childcare Trust, told us that "the single 

biggest element in reducing family poverty since the 1970s has been the 

second earner going out to work, and childcare is crucial in supporting 

that."214 He was supported by Alison Garnham from the Child Poverty 

Action Group, who further emphasised the importance of childcare support 

to lone parents.215 Camden Council and London Borough of Hackney had 

both sought to use childcare to help low income families into work.216 For 

other witnesses the aims of improving child outcomes and parental 

employment were “necessarily interlinked”217 as increasing the financial 

resources of parents could improve outcomes for children.218 

133. Tackling poverty seemed to be a priority for the Government as well: the 

Minister told us that the aim of the state in subsidising childcare was to help 

parents get to work, in particular because “work is the best route out of 

poverty”.219 The Department for Work and Pensions agreed; Jacob Soper, 

Deputy Director for Universal Credit Strategy at the Department for Work 

and Pensions,  told us this was the “strategic underpin” underlying 

discussions between departments.220 
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Has state support made childcare more affordable for parents? 

134. As we noted in Chapter 2, the state spends a significant amount on 

subsidising childcare, with the aim of making it more affordable for parents 

to work. From September 2015, with the implementation of the tax-free 

childcare scheme and the roll-out of Universal Credit, total expenditure on 

early education and childcare support is expected to increase to £6.4 

billion.221 This will shift the balance of expenditure towards subsidies to 

support working parents (from 45% to 55%) and away from the free early 

education entitlement. As noted in Chapter 2, the free early education offer, 

costing £3 billion, also has a side-effect of helping families with the cost of 

living.222 

Demand-side subsidies to parents 

135. The evidence tended to focus on the childcare element of Working Tax 

Credits, rather than employer supported vouchers or tax free childcare, 

reflecting the poverty reduction focus of submissions. 

Box 6: Working Tax Credit 

Working Tax Credit supports people in work on a low income. It consists of 

a combination of elements: the basic element, a couple element, a lone 

parent element, a ‘30-hour’ element, a disability element, a severe disability 

element, and a childcare element. Those with children must work a 

minimum of 16 hours a week (or a combined minimum of 24 hours for a 

couple, with one partner working at least 16 hours) and payments are made 

in arrears. 

Claims must be submitted to HM Revenue & Customs, and are usually 

based on the claimants’ income from the previous year. Claimants are 

required to notify HM Revenue & Customs of changes to their income or 

other circumstances. Up to 70% of childcare costs incurred at a registered or 

approved childcare provider may be claimed for, within specified weekly 

limits. There are different weekly limits for families claiming for one child, 

and those claiming for two or more children. Claimants must provide 

information on their average weekly childcare costs, notifying the HM 

Revenue & Customs if this changes by more than £10 per week. The 

entitlement is subject to a ‘taper’, reducing by 41 pence for every pound over 

an income of £6,420.223 

 

136. The Citizens Advice Bureau said that the subsidy had ensured that “despite 

childcare costs many parents would be financially better off working.”224 The 

National Day Nurseries Association said that childcare costs were such a 

significant proportion of most mothers' pay that "without state subsidy return 
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to work would not be viable."225 For lone parents the impact had been 

“dramatic” in enabling them to “lift their families out of poverty but also to 

be able to engage in paid work, often for the first time”226, not least because: 

“For lone parents it had previously been nearly impossible to work part-

time and make ends meet, whereas tax credits and help through the 

childcare element made it possible to do that”.227 

Evidence of complexity 

137. Those that criticised demand-side subsidies did so on the basis that 

complexity and lack of transparency meant they were not sufficiently 

effective, rather than that such support was not needed.228 Caroline Davey 

from Gingerbread, described the different sources of childcare support, with 

which parents struggled, as follows: 

“Currently there is HMRC through tax credits for a certain group; it 

might be your employer if you have childcare vouchers; it will soon be 

DWP for Universal Credit; for some people it may be their Jobcentre in 

terms of access to the Flexible Support Fund if they are going back to 

work; it may be their local college if they are doing training.”229 

138. Anand Shukla described current funding streams as “a bit of a mess.”230 He 

added that there were a “whole range of unknown questions” about the 

move from tax credits to Universal Credit.231 The Citizens Advice Bureau 

outlined problems in the complexity of rules and the interactions between 

different systems, and eligibility checks, delays, overpayments and sudden 

suspension of payments under Working Tax Credits. A lack of alignment 

with the way parents actually paid for childcare, which frequently required 

large payments in advance, was a significant concern in relation to both 

Working Tax Credits and Universal Credit.232 A recent report by the Family 

and Childcare Trust, The Childcare Support Gap, highlighted “information 

and financial gaps” resulting from interactions between tax credits and the 

new tax-free childcare scheme. The report argued that those with variable 

childcare costs or hours needed to be able to move easily between the two 

schemes if they were not to be left financially worse off.233 
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139. The Local Government Association illustrated the complexity of current 

subsidies by comparing rates of error or fraud under Working Tax Credits as 

a whole with those for the childcare element. It was estimated that in 2011 

16.6% (or £265 million) of the total spent on the childcare element was 

claimed due to error or fraud, more than double the rate for Working Tax 

Credits (6.6% to 8.1%). Notably, in the case of the childcare element the 

vast majority of such claims (£260 million) was due to error rather than 

fraud.234 

140. Purnima Tanuku of the National Day Nurseries Association argued that 

complexity was also leading parents to under-claim the childcare element.235 

Although we have no recent figures, a report by the HM Revenue & Customs 

estimated that in 2008–9 the take up of the childcare element was 81% 

among eligible families, resulting in around 107,000 families losing out on 

support to which they were entitled.236 One possible solution proposed by 

witnesses was to use the childcare accounts, due to be introduced under the 

tax-free childcare scheme, to deliver support under Universal Credit. 

Professor Brewer explained: 

“you could have a single system where parents put money into their 

childcare account and the Government tops it up, but it tops it up more 

if you are on a low income than if you are on a high income.”237 

141. Parents would still have to pay for childcare in advance, but Professor Brewer 

expected that the Government top-up would happen “quickly, if not 

immediately.”238 Such an approach would also benefit providers, who would 

receive payments directly from the childcare account.239 Professor Brewer 

and the NDNA acknowledged that while there may be practical constraints 

on combining the schemes, given that neither scheme had yet been 

introduced, there was an opportunity to “design something from scratch that 

will deal with all parents in the same way”.240 

142. The Minister appeared to be sympathetic to such a proposal,241 but when 

the idea was put to Lord Newby, speaking for the Treasury during the 

passage of the Childcare Payments Bill, he argued that the new scheme was 

“fundamentally different” from Universal Credit “with support paid for 

different purposes in different ways to meet different circumstances.”242 

Attempting to deliver both through childcare accounts would result in “a 
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much more complicated scheme than we have at the moment.”243 We 

would have liked the opportunity to explore these issues with the Treasury 

ourselves, but were unable do so for the reasons already outlined in 

Chapter 1. 

143. There is evidence of complexity in the funding available to assist 

working parents with childcare costs through Working Tax Credits. 

The design of the childcare subsidy is confusing, and leads to 

erroneous claims or worse, under-claiming by those whom the 

subsidy is designed to assist. The complexity is added to by the 

different funding streams available. Payments often do not align with 

the way parents actually pay for childcare—which frequently requires 

large payments in advance. 

144. With the implementation of the Childcare Payments Act 2014—the 

new tax-free childcare scheme for middle and higher income 

earners—there will be an additional mechanism for support in the 

form of childcare accounts. We see potential for simplification, and a 

closer alignment to the way people pay for childcare, by using a single 

system of support. 

145. We recommend that the Government considers whether the new tax-

free childcare scheme provides an opportunity for a single 

mechanism for childcare subsidies to support working parents. 

The level of funding 

146. Many witnesses argued that the level of subsidy needed to be increased.244 In 

2010 the level of childcare support under Working Tax Credits had been 

lowered from 80% to 70%245, having previously been raised from 70% to 

80% in 2006. This was due to increase to 85% under Universal Credit, a 

move welcomed by witnesses,246 but the limits on the actual costs that a 

family could claim, currently £175 a week for one child and £300 a week for 

two or more children, had remained unchanged since 2005, leading to calls 

for them to be increased in line with inflation.247 

147. Tower Hamlets Council reported that current subsidies came “nowhere near 

the actual real costs”, disadvantaging the poorest groups.248 An alliance of 

childcare and disability organisations submitted evidence of an “affordability 

trap” whereby “families with disabled children can pay 8 times more towards 

childcare costs compared to other families.”249 Under Universal Credit this 

was expected to rise to 15 times more when compared to other families, 
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unless there was a rise in the upper limits on the costs that could be 

claimed.250 

148. The Family and Childcare Trust argued that the operation of a taper under 

Working Tax Credits that reduced support as earnings rose had reduced the 

work incentives for many parents: "the system works against parents as their 

incomes improve even to relatively modest levels and discourages 

aspiration."251 Caroline Davey, from Gingerbread, illustrated the impact 

which the taper could have on single parent families with an example from 

the charity's helpline: a single mother with one child working 16 hours a 

week “would be worse off working 24 hours a week and only £1 a week 

better off if she works 30 hours because of childcare costs."252 

149. We support the extension of childcare support under Universal Credit 

to 85%. The impact of this will, however, be limited by the retention 

of the ceiling on the costs that can be claimed. We recommend that 

the Government monitors the impact of inflation on childcare costs 

and considers raising the ceiling on the actual childcare costs that can 

be claimed. 

150. We further recommend that the Government gives consideration to 

raising the limit on the costs that can be claimed by the parents of 

disabled children, in recognition of the higher fees they face. 

Free early education entitlement and affordability 

151. The purpose of the free early education offer, as discussed in Chapter 3, was 

to improve child development and therefore child outcomes, especially for 

the most disadvantaged. However, a striking number of submissions 

discussed the offer as if it were a measure to reduce childcare costs.253 

Interestingly, statements by the Government also conveyed this impression: 

during the passage of the Childcare Payments Bill, designed to provide tax-

relief on childcare costs, Lord Newby argued that the extension of the free 

early education offer from 12 and a half hours to 15 hours per week had 

saved families an additional £380 per year per child.254 Dr Jo Blanden said 

that “the income transfer to parents of young children through the free 

entitlement can be viewed as an alternative way of supporting families; 

comparable to child benefit but more directly targeted to children.”255 

However, as discussed in Chapter 2, Mr Gyimah considered any financial 

benefits accruing from this policy as a side-effect, not a policy objective. 

152. As with direct subsidies, the free early education entitlement was seen as 

helpful, but insufficient on its own to make it affordable for parents to work. 

Camden Council had chosen to extend free provision from 15 to 25 hours, in 
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part to support mothers “into sustainable employment.”256 Barnardo’s 

advocated an increase to 20 hours a week which, combined with help 

available under Universal Credit, would make the childcare costs for three 

and four year-olds “minimal.”257 The call for extending the free early 

education entitlement was put forward most strongly by the CBI in its report 

‘A Better Off Britain: Improving Lives by Making Growth Work for Everyone’, 

published in November 2014.258 It proposed extending the free early 

education entitlement to include all one and two year-olds. This, they 

argued, would create a “more universal system” and help many parents with 

children under the age of two, who struggled to take up a job or work more 

hours because of childcare costs.259 Over time, it was suggested, this should 

be extended to 25 hours a week for all one to four year-olds.260 

153. The practicality of such proposals was called into question by the Minister. 

He said that there was no appetite for this in the private childcare sector, 

where the majority of free early education was delivered: 

“I am not sure that providers necessarily want to deliver 25 hours of 

state-subsidised childcare, because it limits their ability to offer other 

childcare that may come to them at a higher rate, to be brutally honest. 

The increased cost of that is quite enormous. Going from something like 

15 hours to 25 hours would cost an extra £1.5 billion at least.”261 

154. We understand the call for additional free hours of early education to 

help working parents. However, in light of the evidence of under-

funding of free early education places in the PVI sector, we believe 

that an extension of the free early education entitlement would be 

unsustainable for the PVI sector at current funding levels. It would 

not be possible for providers to recoup the losses made on the delivery 

of free early education places if these were extended to 25 hours per 

week. 

155. Even if the funding of free early education places in the PVI sector 

was successfully addressed, as we recommend, we do not consider an 

extension to universal provision a good use of resources. 

Improving efficiency in the childcare sector 

Ratios 

156. As well as subsidising childcare the Government sought to promote greater 

efficiency in the childcare sector in order to keep direct costs to parents 

down. In the Government’s policy document, More Great Childcare, it was 

argued that “England’s relatively tight staffing rules drive higher costs for 
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parents”262. The Government proposed instead that staff to child ratios 

should be relaxed, from 1:3 to 1:4 for the under 2s, and from 1:4 to 1:6 for 

two year-olds. This would free providers to offer more places. As mentioned 

in Chapter 3, the proposal was rejected by the sector on the grounds that it 

would reduce quality, despite the opportunity to increase revenue from such 

a change.263 

157. The Department for Education was nevertheless keen to encourage providers 

to make greater use of the existing legal ratios for children aged three and 

four. These were 1:8, or 1:13 if provision was led by a teacher. Ms McLeod 

acknowledged that the Department was interested in expanding schools 

provision not only for reasons of quality, but because “schools have the scale 

to be able to employ teachers who can then unlock the 1:13 ratio … it means 

that schools are able to employ graduates and by operating the 1:13 ratio 

bring in enough revenue to make that affordable.”264 She argued that this 

model could allow PVI providers to charge parents 25% less per child and 

still increase their revenue.265 

Innovation and economies of scale 

158. The Minister told us that there was potential for the sector to do more to 

reduce costs: “when I look at the market with my business hat on, I can see 

that there is an opportunity for the sector to … innovate to drive down some 

of the costs for parents.”266 Olivia McLeod cited an analysis267 which showed 

that 50 children was the minimum needed to operate a profitable business 

employing qualified staff. These economies of scale were available in schools 

but could also be achieved through growing existing businesses in the PVI 

sector and encouraging providers to collaborate.268 The Minister gave the 

example of a larger company with a number of nurseries that could keep 

costs down by deploying staff more efficiently: 

“a company that has many nurseries and each nursery setting could have 

20 or 30 children, but in each nursery you load balance your staff. On 

Friday, when your setting in suburban London is not full you could 

move some of those staff to help and support the setting [in] central 

London that is full.”269 
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159. Other examples of innovation were ‘stretching’ the delivery of the early 

entitlement over 50 or 51 weeks, rather than 38 term-time weeks,270 and 

making better use of spare capacity: 

“if you are on a waiting list for a nursery, every nursery will tell you that 

Tuesdays, Wednesdays and Thursdays are very busy, Mondays and 

Fridays less so. I wondered why don’t you give me a discount for Fridays 

because we may reorganise our time so that you get better utilisation on 

Fridays and help to drive up your profitability.”271 

Box 7: Example of innovation provided by the Department for Education272 

The Department gave us the example of a nursery based in a tower block in 

an area of Stockport with a high number of eligible two year-olds and high 

levels of deprivation and unemployment, but without suitable early education 

provision. The council “saw an opportunity to deliver a range of 

interventions and deliver outreach services to eligible families.” At the same 

time private providers “saw an opportunity to develop provision in an area 

with no competition.”273 

The council worked with the housing association to turn a flat in the tower 

block into a multi-purpose community venue which the Department 

described as: “a one-stop-shop; a safe, secure and welcoming environment 

on an estate which faces many social challenges, where services can help 

families and where their children can learn.”274 A private provider delivered 

early education to two year-olds in the morning, and in the afternoon the 

local authority provided a range of family services, operated by the children’s 

centre and health services. The Department told us that “this model offers 

an exciting business prospect for providers” at the same time as “working to 

deliver improved educational outcomes for children as well as support for 

families and the wider community.”275 

 

160. Provider representatives were less convinced that such innovations were the 

answer to childcare costs. Purnima Tanuku argued that the sector was already 

acting to keep down costs. Their professional bodies were helping them with 

insurance and business advice.276 Neil Leitch, from the Pre-school Learning 

Alliance, when asked what efficiencies the sector could deliver, replied: 

“I would struggle to answer that. In all honesty, we pay some of the 

lowest wages in the country. … Most of our calls, most of our inquiries 

that come through from our 14,000 members, come in the evening 

because people take their work home.”277 
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161. Mr Leitch said the sector was not “amateurish”, but it placed a greater 

priority on care than on economics: “When I talk to managers and I say, 

‘Why did you come into this particular business?’ they do not say, ‘I can read 

a balance sheet. I am really good at cost analysis. I can do discounted cash 

flows’. They say, ‘I love children.’”278 

162. We welcome initiatives by the Government and local authorities to 

help providers innovate and balance cost with quality. However, we 

believe such initiatives alone are insufficient to address the issue of 

cost. We have already indicated our view that the Government should 

reconsider the current allocation of resources within the overall early 

education and childcare budget to ensure that the money allocated to 

the policy covers the economic cost of delivery. 

Has state support for childcare resulted in more women working? 

Maternal employment rates 

163. Employment rates of women, and mothers, have risen significantly over the 

last four decades. However, while the proportion of women in employment 

rose from around 55% in the 1970s to almost 65% in 1998, when key 

childcare policies were initially introduced, there has been little subsequent 

rise, with the current proportion only slightly higher at 68%. 

164. Looking more closely at mothers’ employment post-1996 shows that only a 

minor change has occurred in the overall rate for mothers since 1998, rising 

from around 66 to 70 %. However, underlying that has been a considerable 

increase for the lone parent employment rate from 46% in 1998 to 64% in 

2014. 

Figure 3: Percentage of Women in Employment 1971–2013 

 

Source: Quarterly LFS data from chart 1 in Office for National Statistics, “Labour Market Statistics, April 2014, 

Statistical Bulletin”, April 2014. Notes: Employment includes those undertaking any paid work, including employees 

and the self-employed. The employment proportions are seasonally adjusted and are for women aged 16 to 64. 
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Figure 4: Percentage of Mothers and Lone Parents in Employment 1996–

2014279 

 

Source: LFS data for the April–June quarter from table P in Office for National Statistics, “Working and Workless 

Households, 2014—Statistical Bulletin”, October 2014. 

165. These figures suggest that the policy to support childcare costs primarily 

followed, rather than drove, changes in maternal working patterns. The 

TUC pointed to factors outwith childcare, suggesting that “increasing 

maternal employment can also partly be attributed to the introduction of 

flexible working rights, improvements in maternity and paternity pay and 

leave, and the slowly changing culture with regards to paternal involvement 

in childcare.”280 

Evidence of the impact of demand-side subsidy on maternal employment rates 

166. We sought evidence establishing a link between childcare support and 

maternal employment. The research team examining the impact of the free 

early education entitlement on maternal labour supply did not know of any 

“robust evaluations" which had examined the impact of childcare subsidies 

on maternal employment.281 We asked Professor Brewer what impact the 

childcare element of working tax credits had had on maternal employment. 

He said: “I am afraid I do not know, but this is quite a sorry state of affairs as 

                                                                                                                                     
279 Notes: Employment includes those undertaking any paid work, including employees and the self-

employed. The employment proportions are for mothers and lone parents aged 16 to 64. 

 Proportions for lone parents are presented because ONS do not provide separate figures for lone mothers. 

The proportion for all mothers is estimated as the average of married/cohabited mothers and lone parents, 

weighted by the number of married/cohabiting mothers and 0.92 times the number of lone parents (as 92 

percent of lone parents are lone mothers (Office for National Statistics, “Lone parents with dependent 

children”, January 2012)). 
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I do not think the Government know either, and this is now a reasonably 

expensive policy.”282 

167. We expected to find that the Government had measured the impact of 

support under Working Tax Credits, and had used this to model the impact 

of increases in support proposed under Universal Credit. This was not the 

case. Jacob Soper, Deputy Director for Universal Credit Strategy at the 

Department for Work and Pensions, told us that they had accepted the 

argument that “improving the financial incentive to return to work” was 

going to “make it more likely that people will work.”283 In response to a 

Question for Written Answer, Lord Freud, on behalf of the Department for 

Work and Pensions, conceded that specific estimates of the impact of 

Universal Credit on maternal employment rates had not been made.284 

168. The revised impact assessment for the Childcare Payments Bill (now Act) 

cited “strong academic evidence to suggest that reducing the price of 

childcare can have positive labour market impacts”285, but it was not clear 

how such evidence applied to the specific system of subsidy adopted in the 

UK. Written evidence from HM Treasury, received late in our inquiry, said 

that high childcare costs acted as a disincentive to work, and cited studies 

into the relationship between the cost of childcare and participation in the 

labour market in support of this.286 Written evidence from HM Revenue & 

Customs provided a fuller and more frank response: 

“no reliable quantitative evidence exists on the overall impact of the 

childcare element [of Working Tax Credits] on employment. The 

childcare element of WTC is an integral part of the tax credit system 

and it is difficult to isolate the impact … relative to the other elements 

which comprise the total tax credit award.”287 

Evidence of the impact of free early education on maternal employment rates 

169. The study into the impact of free early education for three and four year-

olds, discussed in Chapter 3, found that the policy had had a minimal impact 

on the maternal employment rate. The roll-out of the policy, which increased 

the proportion of children in England who could access the free entitlement 

by around 50%, had “led to a rise in the employment rate of mothers whose 

youngest child is 3 years old of 3 percentage points”.288 

170. The Treasury described this as a “significant” impact in view of the fact that 

the policy was not targeted at increasing maternal employment.289 However, 
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the researchers involved in the study pointed out that the impact had only 

amounted to an additional 12,000 women in work and that the policy had 

“made a minimal difference to the employment rate of all women (and even 

of mothers).”290 

Return on investment 

171. A common assumption among witnesses was that investment in reducing 

childcare costs would inevitably result in gains to the Exchequer from more 

parents working. Capacity argued that “a well-functioning system of 

subsidised childcare is essential for the economy and—in enabling more 

parents to work—generates a return for the state in terms of increased tax 

revenue and a reduction in out-of-work benefits.”291 The CBI claimed that 

their proposal to extend free early education, explored above, would be 

fiscally neutral in the medium term as more women in work paid more 

taxes.292 The Minister told us that “If someone gets into work and is paying 

taxes et cetera, the savings are pretty much instant”.293 While he could not 

speak for the Treasury, he was certain that it would have “its own internal 

investment return analysis of this.”294 We sought evidence of specific 

estimates of the fiscal return resulting from current childcare support for 

working parents. The Treasury told us that: 

“Where these links [between childcare costs and hours worked] can be 

established, indicative analysis suggests sizeable Exchequer returns. … 

An increase in maternal employment of one percentage point could have 

a net positive impact on the public finances of around £200 million. … 

increasing maternal employment rates by 10 percentage points could 

yield a £1.45 billion net positive impact.”295 

172. The Department for Education cited the same figures.296 Such figures appear 

impressive, but in the absence of evidence quantifying the link between 

demand-side support and maternal employment rates, it has not been 

possible to identify the return to the Exchequer from these policies. The 

extension of free early education for three year-olds had brought an 

estimated return of £6000 per person in work,297 but at a cost of £65,000 for 
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each additional working parent, making it “a very expensive employment 

policy.”298 

173. There is an insufficient evidence base to judge whether or not 

demand-side subsidies for childcare—the childcare element of 

Working Tax Credits and employer supported childcare vouchers—

have made an impact on overall maternal employment rates, and 

consequently on returns to the Exchequer. This presents difficulties 

in attempting a value for money assessment of current subsidies. 

174. There has been a significant increase in the lone parent employment 

rate that correlates with the introduction of Working Tax Credits. 

There is however insufficient evidence to judge the impact of the 

childcare element as distinct from other elements of tax credits from 

which lone parents also benefitted. 

175. There is some evidence that the free early education entitlement has 

had small impacts on the employment rates of some mothers. This 

alone would not justify the free early education policy in terms of 

maternal employment. However, we note that free early education 

was not designed to facilitate parental employment; its primary 

objective is to promote child development. 

176. In view of our finding that there is insufficient evidence to judge 

whether or not Government subsidies for childcare have made an 

impact on maternal employment rates, we recommend that the 

Government urgently establishes a better UK-specific evidence base 

on parental employment choices and the cost of childcare. 

Childcare Supply 

177. One reason that state subsidies had had limited impact on maternal 

employment was that childcare costs, while important, were not the only 

factor in decisions regarding work. Olivia McLeod, from the Department for 

Education, along with many others, referred to the “holy grail” of “high 

quality, affordable, flexible childcare”.299 The Family and Childcare Trust 

argued for a “multi-dimensional” understanding of affordability, 

encompassing access, flexibility and quality as well as cost.300 

Parental preferences in relation to childcare 

178. A small but vocal minority of submissions argued that government policy had 

wrongly focused on formal childcare, to the detriment of those who chose to 

remain out of the labour market to care for their children.301 Such concerns 

were acknowledged by the Minister, who accepted that some mothers would 
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choose not to go back to work, while others would return as soon as possible 

after having a child.302 

179. Significant amounts of care was also provided by grandparents and other 

family members: we were told by Professor Ann Buchanan that grandparents 

contributed an estimated £7.3 billion in childcare in 2014,303 in contrast to 

the £5.2 billion spent by the Government. The Family and Childcare Trust 

said that “families could not manage without the work that grandparents do. 

Often they are the kind of glue in the childcare system”.304 However, not all 

families had access to informal care by family members either because such 

relatives did not live nearby or were not available, in some cases because 

“grandparents are themselves still in work so are not able to offer the 

care.”305 

The local authority sufficiency duty 

180. Local authorities are under a duty to secure sufficient childcare for working 

parents, so far as is reasonably practicable.306 As we saw in Chapter 3, the 

National Day Nurseries Association said that this market management 

approach, rather than direct provision by the state, was the right one.307 

However, the Family and Childcare Trust felt that reliance on market 

mechanisms was ill-suited to the goals of childcare policy308 and had resulted 

in “patchy” provision:309 “where there is weak demand there is poor 

provision and where there is strong demand there is greater provision.”310 

The Joseph Rowntree Foundation told us that there were “problems with 

maintaining the supply of [early education and care] in disadvantaged areas 

where fewer parents use additional childcare to supplement their children’s 

free early education.”311 Such concerns appeared to be borne out by the 

numbers: in 2014 only 54% of English local authorities reported sufficient 

provision for those aged under two, and 69% for those aged three and 

four.312 This left a significant proportion without sufficient provision. 

181. The picture was worse in rural areas, where only 20% of local authorities 

reported sufficient provision, and for disabled children, for whom 28% had 

sufficient provision.313 A joint submission from childcare and disability 

organisations highlighted the specific difficulties in accessing childcare faced 

by disabled children, for whom one to one care, specialist equipment and 
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physical adjustments to settings might be necessary.314 Providers relied on 

additional funding from local authorities to meet such additional costs but 

the availability of the funding was inconsistent and not always adequate.315 

The same submission called on the Government to extend the eligibility 

criteria for the Early Years Pupil Premium to include children in receipt of 

the Disability Living Allowance, and children with a statement of special 

educational needs.316 We note that the Government has recently announced 

its decision to double the amount which parents of disabled children will be 

able to pay into their childcare accounts, and on which top-up payments will 

be received, under the tax-free childcare scheme “in recognition of the higher 

childcare costs these families incur”.317 

182. The Local Government Association argued that the sufficiency duty “was 

not intended to oblige authorities to meet the individual childcare needs of 

every working family.”318 Rather, it was a strategic duty, met by linking a 

strategy on early years to other relevant policies, such as the Joint Strategic 

Needs Assessment and local authorities’ public health priorities and the 

Children and Young People’s Plan.319 Some local authorities had taken the 

opportunity of linking childcare to local economic strategies.320 

183. Evidence from Councillor Liz Green, on behalf of the Local Government 

Association, suggested that enabling parental employment was not 

considered the main objective in meeting the sufficiency duty, which should 

be focused on the child, particularly the under fives, and ensuring supply in 

the most deprived areas.321 This contrasted markedly with the view of the 

Department for Education which said the sufficiency duty was about the 

local authority's "responsibility to ensure that there are sufficient places for 

parents so that they can work”.322 

184. Local authorities have a responsibility under the Childcare Act 2006 

to secure sufficient provision of childcare for children up to the age of 

14, as far as practicable. There are significant gaps in provision 

across England, especially in rural areas, and especially for parents of 

disabled children. 

185. The Local Government Association suggested that securing childcare 

to enable parents to work was not a priority for local authorities, 

focusing instead on early education and intervention programmes for 

the under-fives. Our witnesses considered facilitating parental 

employment essential to tackling poverty and especially child poverty. 
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We see potential for local authorities to consider childcare provision 

as part of wider strategies for local economic development and child 

poverty reduction. 

186. We recommend that the Government urges local authorities to 

consider the role of childcare in reducing poverty, and especially 

child poverty, with a view to local authorities giving greater priority 

to sufficiency of supply for the purpose of facilitating parental 

employment. 

Flexibility of childcare to support working parents 

Flexibility in the maintained sector 

187. The most frequently cited aspect of sufficiency was the need for more flexible 

provision.323 This was especially the case in relation to the free early 

education entitlement. The research team evaluating the impact of the free 

early education entitlement on maternal labour supply said that families 

using their entitlement in the maintained sector would find that they had “no 

choice of when to take up their free hours, and may well have to arrange 

themselves wrap-around care and holiday care in order to make working all-

year round feasible.”324 Dr Kitty Stewart said that the lack of flexibility in 

maintained settings operated “as a barrier rather than a stepping stone to 

employment.”325 and risked “enforcing segregation between children of 

working and non-working parents.”326 

188. Government officials told us that they had encouraged providers, including 

schools, to allow more flexibility, by enabling parents to take their 15 hours 

of early education in three days, for example, rather than across five, and 

providing a service from 8 am to 6 pm.327 Barnardo’s told us that they “very 

much welcomed” these flexibilities since it was “helpful for those working 

on a part-time basis.”328 However, it was recognised by witnesses that 

flexibility was more likely to be found in the PVI sector than in maintained 

settings.329 

Childcare for parents with atypical working patterns 

189. Research by the Citizens Advice Bureau (CAB) found that low income 

families, in particular, faced difficulties in finding sufficient provision that 

matched working patterns, meaning that for some “even if the subsidy assists 
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… with the cost of childcare it is not enabling them to work.”330 UNISON 

said that flexible childcare places were “getting rarer at a time when flexible 

work patterns are increasing.”331 Where provision could be found it was from 

lower quality options.332 Caroline Davey of Gingerbread told us that: 

“We see very clearly a mismatch … between the hours that childcare is 

provided and the labour market and the hours that parents are often 

expected to work—evenings, shift patterns, zero hours contracts where 

you cannot predict necessarily what hours you will be working next week 

and no childcare provider allows you to call up on the day saying, 'I will 

have a place today but not tomorrow’.”333 

190. While providers had tried to offer flexibility, some reported problems in 

doing so. Flexible care could be more costly,334 and under-funding of free 

early education inhibited providers’ ability to offer it.335 Several had told the 

Citizen’s Advice Bureau that they only provided free early education on their 

days of lowest occupancy. Others tried to ensure that a session did not cover 

a lunch period as this was an additional cost for them.336 Such constraints 

were not only an issue for free early education entitlement places. London 

Early Years Foundation (LEYF) summarised the challenge in the following 

way: 

“There is an intrinsic tension between the parent’s ideal of just paying 

for exactly the hours they want each day and the providers need to 

manage blocks of childcare operationally with staff shift patterns. To sell 

childcare by the hour would push up prices as the provider would end 

up with lots of unpredictable odd empty childcare hours.”337 

191. Flexibility was also reduced by the complicated design of the childcare 

element of Working Tax Credits—one provider reported that parents relying 

on such support feared changing their nursery attendance in case it “messes 

up their claim and they end up having their benefits clawed back later”.338 

Partnership between schools and PVI providers 

192. Witnesses supported collaboration between schools and PVI providers to 

enhance flexibility for working parents. One of Mr Gyimah’s first speeches as 

Childcare Minister advocated this approach on the premise that “families 

can have the flexibility of private nurseries and the expertise of schools. The 
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best of both worlds.”339 4Children were funded by the Department for 

Education to pilot 8 ‘Childcare Hubs’, and advocated this model as bringing 

together “all the childcare providers—schools, nurseries, childminders, out-

of-school (wraparound) and Children’s Centres—in an area”. This enabled 

them to provide “co-ordinated and blended high quality early learning and 

childcare for children of all ages at times that parents need it.”340 

193. The Department for Education gave examples from York and Newham 

illustrating joint working between primary schools and PVI providers which 

enabled parents to return to full time hours.341 We heard from St Bede 

Academy in Bolton, a primary school with five nurseries run through its 

charity arm. The nurseries offered wrap-around care and full day care for 52 

weeks of the year on “almost the same footprint as the school”.342 

194. Not all providers had such positive experiences of collaborations. Neil Leitch 

recounted the experience of an outstanding PVI setting working with a 

school in Lewisham: 

“Last year our rent went up by 300%. In addition, the school wanted an 

additional £25,000 payment for the money that it would otherwise have 

received for the free entitlement. None of the conversation, which lasted 

an hour and a half, focused around what was best for the child; it was all 

based on economics.”343 

195. The Department for Education told us that 17.9% of funded places in the 

PVI sector were in settings that “had a relationship with a maintained 

school”344, but it was not clear what range of initiatives might be covered by 

this. The Government did not have information on how many schools were 

currently offering nursery classes and childcare in partnership with a PVI 

provider, nor on how many schools would be interested in extending their 

offering to include early years provision.345 We saw in Chapter 3 that there is 

limited capacity for schools to extend provision, and limited demand from 

them to do so. 

196. Collaboration between schools and PVI settings to offer high quality 

free early education and full day care was welcomed by many 

witnesses for combining the expertise of schools with the flexibility of 

the PVI sector. This was particularly important for working parents. 

We welcome the piloting of Childcare Hubs, evaluation of which 

could inform a model for future collaborations. 

197. The limited capacity for expansion in the schools sector will 

inevitably restrict the scope of models reliant on school settings. 

Nonetheless, we support the current initiatives to promote flexibility 
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343 Q 36 

344 Supplementary written evidence from Department for Education (ACC0069)  

345 Ibid. 
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for working parents through such collaborations and recommend that 

they fully explore the available capacity. 

The role of employers 

Employer contribution to childcare costs 

198. Some witnesses suggested that employers should play a greater role in 

helping parents manage childcare costs. Barnardo’s argued that attempts to 

find the right way to distribute costs between parents and the state had 

resulted in employers becoming “economic ‘free riders’”.346 Working 

Families said that employers “asking people to work atypical hours, flexible 

shifts, zero hours contracts” had a duty of care “in ensuring that parents can 

look after their children and be effective employees.”347 Camden Council had 

chosen to use their role as local authority and employer to promote both the 

availability of high quality childcare and flexible high quality job 

opportunities. This followed research in 2012 showing that these were 

significant barriers to parental employment.348 Camden Council 

acknowledged that this had not been easy to do.349 

Box 8: Leader of Place: an example of local authority leadership on 

parental employment 

Camden Council became the first ‘Timewise’ local authority, aiming to “be 

an employer that both delivers flexible employment and models it.” As such 

they advertise all posts as flexible unless there is a good reason not to. The 

Council has taken on the role of “leader of place”, working with local 

employers to promote the availability of high quality flexible work. Alongside 

this they have extended free early education for three and four year-olds to 

25 hours, benefiting between 1,500 and 1,600 children.350 

 

199. Maintaining women’s attachment to the labour market was important to 

employers. Difficulties in finding suitable childcare could lead to a loss of key 

workplace skills and labour, particularly when it resulted in women not 

returning to work after having children.351 However, proposals for business to 

contribute to childcare costs were not welcomed by the CBI. Lena Levy, 

Head of Labour Market Policy at the CBI, told us that offering support for 

childcare costs was for individual employers to consider as part of their wider 

reward packages, arguing that “business can only pay as much as they can 

afford and as much value as staff add.”352 She accepted that businesses had a 

responsibility to assist parents, but argued that the responsibility was more 

appropriately met through other measures, such as flexible working.353 

                                                                                                                                     
346 Written evidence from Barnardo’s (ACC0054) 

347 Q 29 (Julie McCarthy). Also supported by the TUC (Written evidence from the TUC (ACC0020)) 

348 Q 141 (Martin Pratt) 

349 Q 144 (Martin Pratt) 

350 Q 141 (Martin Pratt) 

351 Q 142 (Lena Levy). Written evidence from the Federation of Small Businesses (ACC0060) 

352 Q 147 

353 Ibid. 
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Flexible working 

200. Flexibility was not only an important issue for childcare: witnesses frequently 

cited the lack of flexible and part-time work opportunities as a major barrier 

to parental employment. Parental Choice considered flexible employment 

more important than support for childcare costs: “there isn’t much point 

providing a state subsidy when there isn’t an available job to take advantage 

of it.”354 Working Families, the Family and Childcare Trust and Gingerbread 

were all in agreement that a culture change was needed.355 Julie McCarthy of 

Working Families wanted the state to encourage a “culture of flexible 

working” and “the acceptance that you can still be very economically viable 

and good for your organisation if you are working flexibly.”356 This required 

employers to think about how they designed jobs and job hours that could be 

worked flexibly, including at the point of recruitment.357 Work was underway 

with the Department for Work and Pensions to promote a “flexible by 

default” approach, but witnesses felt that there was still a long way to go.358 

201. Marjorie Strachan, Director of Inclusion at the Royal Bank of Scotland, 

recognised that employers had a role in enabling parents to work: “being 

creative, being innovative about how people work and the fact that they do 

not always need to be in the office is increasingly more important.”359 

Box 9: A private sector employer’s inclusion agenda 

The Royal Bank of Scotland undertook research to better understand the 

barriers to women’s progression within their business. Contrary to 

expectations, they found a high number of women returning to work 

following maternity leave, suggesting that the problem was one of 

progression rather than retention. 

The support that RBS could offer varied from one part of the business to 

another. In some locations they were able to offer direct nursery support, 

while in others they used a third party provider to offer back-up childcare, 

with a network of nurseries able to provide emergency childcare at short 

notice. As important as childcare was the possibility of flexible working. This 

included job-sharing, compressed hours, staff working term-time hours only 

and remote working.360 

 

202. The CBI called on its members to adopt a presumption in favour of 

flexibility “wherever possible from job advert onwards”, to help parents with 

work life balance and childcare costs.361 Larger businesses should take the 

lead—they often had more capability and resources and were in a position to 

spread the benefits to smaller firms within their area or to their wider supply 
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chain: “there is a lot of power in those voluntary initiatives in spreading the 

benefits and we have been very supportive of that work.”362 

203. Flexible employment was, however, viewed by some as a double-edged 

sword. The right to request flexible working, extended to all employees from 

30 June 2014, was welcomed by witnesses,363 but for some, increasing 

demands for flexibility from employers had resulted in “increasingly erratic 

and anti-social hours”.364 Part-time and flexible work could also be 

concentrated in lower paid jobs,365 a significant factor in the continuing 

“gender pay gap”366 and “long term pay penalties.”367 

204. The availability of high quality part-time and flexible employment 

opportunities can be as important in enabling parents to work, and to 

progress in their careers, as the cost of childcare. We were pleased to 

see that witnesses representing employers in the public and private 

sector were taking seriously the need for family friendly working 

practices. 

205. The introduction of the right to request flexible working for all 

employees is an important step forward, but culture change takes 

time to bed in and the right remains limited to those already in 

employment. There is a role for central and local Government to 

promote family friendly working practices directly, and through their 

supply chains. We recommend that central and local Government 

provide leadership in driving forward family friendly working 

practices, amongst employers in the public and private sectors. 
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APPENDIX 3: CALL FOR EVIDENCE 

Select Committee on Affordable Childcare 

Call for Evidence 

The House of Lords has established a Select Committee on Affordable Childcare. 

The terms of reference for the Committee are to “consider issues relating to 

affordable childcare” and to report by 5 March 2015. The Committee has decided 

to focus on childcare for children of pre-school age (0–5 years), and witnesses are 

therefore invited to focus their submissions on issues relating to this group. 

Childcare is a devolved matter, and the inquiry will therefore focus on England 

only, while taking note of relevant developments elsewhere, including in the 

devolved administrations. The Committee will explore the following key issues in 

detail and would welcome your views on any or all of the following questions. 

Please note that questions are not listed here in any particular order of importance. 

Written evidence should arrive no later than 15 August 2014. Details of how to 

make a submission can be found at the end of this document. 

Childcare policy 

(1) What should be the public policy aims of state intervention in childcare? 

Child development 

(2) Does the provision of early education, currently for all three and four 

year-olds and some two year-olds, improve outcomes for children? 

(3) Is the provision of free early education the best way to address inequalities 

in child development among pre-school age children? 

Enabling parents to work 

(4) Have state subsidies for childcare improved the ability of parents, and 

especially mothers, to work? 

(5) Are state subsidies aimed at reducing the cost of childcare the best way to 

enable parents, and especially mothers, to work while their children are 

pre-school age? 

The cost of childcare 

(6) What does childcare cost? How affordable is it? 

(7) What is driving trends in childcare costs? 

(8) What is the cost to the state of subsidising childcare? 

(9) Does the current level of subsidy represent value for money when assessed 

against a) outcomes for children and b) enabling parents to work? 

(10) What model of subsidisation—supply side or demand-side—is most 

effective in meeting policy objectives relating to affordable childcare? 

Devolved administrations and international context 

(11) What lessons can be learnt from international examples, or from the 

devolved administrations, of how childcare is provided, funded and 

evaluated? 

3 July 2014 
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APPENDIX 4: CORRESPONDENCE WITH THE EXCHEQUER 

SECRETARY, PRITI PATEL MP 

Letter from the Exchequer Secretary, 12 November 2014 

Thank you for your invitation to attend the evidence session on the 26th 

November. 

Having considered the scope of the Committee carefully, I have concluded that it 

would not be appropriate for me to attend. The Department for Education are the 

departmental lead on overarching childcare policy, therefore the Minister for 

Childcare is best positioned to give evidence at the next session on the issues of 

interest to the Committee. It is standard practice that Treasury Ministers only 

appear before the Treasury Committee and Lords Economic Affairs Committee, 

or where the Treasury are the specific policy lead. 

Nevertheless, I value the Committee's work in this area and its long standing 

interest in childcare. I would like to add that if any member of the Committee 

wishes to raise any issues related to the tax free childcare scheme, they will have 

the opportunity to do so when the Childcare Payments Bill enters the House of 

Lords on 18 November. 

Priti Patel MP 

Exchequer Secretary to the Treasury 

Letter from Lord Sutherland of Houndwood, 19 November 2014 

Thank you for your letter of last week in which you communicated your view that 

it would not be appropriate for you to give evidence to the Select Committee on 

Affordable Childcare. I was surprised to discover that your decision was based on 

a careful consideration of the committee’s scope. As you will know, our terms of 

reference are to consider issues relating to affordable childcare. Specifically, we 

have looked at the role of state subsidies in improving maternal rates of 

employment, the cost to the state of subsidising childcare, and the value for money 

of government intervention in the childcare market. We have also looked at the 

role of childcare in lifting families out of poverty and improving social immobility. 

Finally, we have considered the impact of the childcare element of Working Tax 

Credits on maternal employment rates, and the expected impact of the new tax-

free childcare scheme. These subjects all seem pertinent to your responsibilities 

which are listed on the Gov.uk website as (1) childcare policy (2) women and the 

economy and (3) tax credits and child poverty and assisting the Chief Secretary on 

welfare reform. 

You indicate that the Department for Education is the lead department on 

childcare policy, and I am delighted that Sam Gyimah has agreed to appear before 

the Committee on 26 November. He is undoubtedly well placed to give evidence 

on the role of early education in improving child outcomes. However, the focus of 

the Department for Education is on the child—and rightly so—but what is best for 

child development may not be best for enabling parents, and especially mothers, to 

maintain their attachment to the labour market. It is these sorts of trade-offs 

between policy objectives that the committee is interested in understanding, with 

the benefit of the relevant ministerial evidence. 
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The absence of a Treasury Minister will deny us the opportunity of seeking 

clarification on the modelling undertaken by Treasury on the likely impact on 

maternal employment of the new tax-free childcare scheme. I have already tabled a 

series of questions for written answer on that point, following the withdrawal at 

short notice of the Treasury official due to give evidence to us in July. I received 

the most cursory of answers. 

You suggest that any member who wishes to raise issues related to the tax-free 

childcare scheme will have the opportunity to do so when the Childcare Payments 

Bill enters the House. That is no substitute for ministerial evidence and I am 

surprised at the suggestion. The passage of the Bill does indeed offer individual 

members the opportunity to raise questions and to table amendments, but the 

invitation to give evidence was extended by a Committee of the House, which their 

Lordships had seen fit to appoint to give detailed scrutiny to the matter of 

affordable childcare. It appears to me that the Minister leading on a bill designed 

to make childcare more affordable has reasonable cause to give evidence to that 

committee. 

I am copying this correspondence to the Chairman of Committees, in his capacity 

as chair of Liaison Committee, who I know is aware of the situation. 

Sutherland of Houndwood 
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APPENDIX 5: QUESTIONS FOR WRITTEN ANSWER TABLED ON 

BEHALF OF THE COMMITTEE 

Asked by Lord Sutherland of Houndwood on 14 July 

To ask Her Majesty’s Government whether direct subsidies to parents to assist 

with childcare costs as proposed in the Childcare Payments Bill are intended to 

improve child development outcomes, free up parental time to work, or both. 

[HL1087]368 

The Commercial Secretary to the Treasury (Lord Deighton) (Con): The 

Childcare Payments Bill will introduce the Government’s new tax free childcare 

scheme. As part of our long term economic plan, Tax-Free childcare will enable 

more parents to go out to work, if they want to, to provide greater security for their 

families. 

Asked by Lord Sutherland of Houndwood on 14 July 

To ask Her Majesty’s Government what projections they have made of the impact 

of directly subsidising childcare costs as proposed in the Childcare Payments Bill 

on maternal employment rates, and the level of income tax paid by working 

mothers. [HL1088]369 

Lord Deighton: Details of the estimated economic effects from the introduction of 

Tax-Free Childcare can be found in the Childcare Payments Bill Impact 

Assessment.370 

Asked by Lord Sutherland of Houndwood on 14 July 

To ask Her Majesty’s Government what projections they have made of the impact 

of the childcare element of Universal Credit on maternal employment rates, and 

the level of income tax paid by working mothers.[HL1089]371 

The Parliamentary Under-Secretary of State, Department for Work and Pensions 

(Lord Freud) (Con): It is well known that childcare costs can be a significant 

barrier to maternal employment, which is why the Government is investing in 

childcare in Universal Credit. Universal Credit will cover childcare costs for 

families where the lone parent or both parents in a couple work any hours, whereas 

Tax Credits childcare support is only payable past 16 hours worked per week. At 

Budget '14 the Government announced an increase in the rate of childcare support 

in Universal Credit from 70% (as per the current system) to 85% of eligible 

childcare costs, up to defined limits, from April 2016. These measures combined 

mean that around 500,000 working families will get more out of the money they 

earn, including 100,000 families who will get childcare support for the first time 

under Universal Credit. 

                                                                                                                                     
368 HL Deb, 28 July 2014, col 246WA 

369 HL Deb, 28 July 2014, col 247WA 

370 HMRC & HM Treasury, Childcare Payments Bill 2014: Impact Assessment, (June 2014): 

http://www.legislation.gov.uk/ukia/2014/173/pdfs/ukia_20140173_en.pdf [accessed 16 February 2015] 

371 HL Deb, 28 July 2014, col 247WA 

http://www.publications.parliament.uk/pa/ld201415/ldhansrd/text/140728w0001.htm#1407288000411
http://www.publications.parliament.uk/pa/ld201415/ldhansrd/text/140728w0001.htm#1407288000411
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/377091/Tax-free_childcare_Impact_Assessment.pdf
http://www.legislation.gov.uk/ukia/2014/173/pdfs/ukia_20140173_en.pdf
http://www.publications.parliament.uk/pa/ld201415/ldhansrd/text/140728w0001.htm#1407288000411
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We would expect the changes in childcare support under Universal Credit to have 

a positive impact on work incentives for mothers, affecting maternal employment 

rates and tax receipts from mothers paying Income Tax and National Insurance. 

Asked by Lord Sutherland of Houndwood on 14 July 

To ask Her Majesty’s Government what is the role of HM Treasury officials in the 

co-ordination of childcare policy across Government.[HL1090]372 

Lord Deighton: The Department for Education leads on childcare policy across 

government. As in all areas of policy, HM Treasury officials help ensure that 

policy development is coordinated across departments. 

Asked by Lord Sutherland of Houndwood on 30 July 2014 

To ask Her Majesty’s Government, further to the Written Answer by 

Lord Deighton on 28 July (WA 247) what specific estimates they have made of the 

expected “positive impact” of the childcare element of Universal Credit on work 

incentives for mothers and corresponding employment rates and tax receipts from 

mothers paying income tax and national insurance.[HL1680]373 

The Parliamentary Under-Secretary of State, Department for Work and Pensions 

(Lord Freud) (Con) on 11 August 2014: The announced measures mean from 

April 2016 families with children who have childcare costs below the defined limits 

will see an improved financial incentive to work and to work more hours. 

Once Universal Credit is fully rolled out many working families will face an 

improved incentive to work, including 100,000 families who will get childcare 

support for the first time under Universal Credit. The precise improvement an 

individual faces will vary according to circumstance. 

We have not made a specific estimate of how this feeds through into employment 

rates and tax receipts. 

Asked by Lord Sutherland of Houndwood on 30 July 2014 

To ask Her Majesty’s Government, further to the Written Answer by 

Lord Deighton on 28 July (WA 247), in addition to the “qualitative assessment of 

the economic impacts” of the Childcare Payments Bill provided in the impact 

assessment, what specific estimates they have made of the impact on the maternal 

labour supply and productivity. [HL1678]374 

To ask Her Majesty’s Government, further to the Written Answer by 

Lord Deighton on 28 July (WA 247), in addition to the “qualitative assessment of 

the economic impacts” of the Childcare Payments Bill provided in the impact 

assessment, what specific estimates they have made of the impact on tax receipts 

from mothers paying income tax and national insurance. [HL1679]375 

                                                                                                                                     
372 Ibid. 

373 HL Deb, 26 September 2014, cols 381–382WA 

374 HL Deb, 26 September 2014, col 424WA 

375 Ibid. 

http://www.publications.parliament.uk/pa/ld201415/ldhansrd/text/140926w0001.htm#1408114000558
http://www.publications.parliament.uk/pa/ld201415/ldhansrd/text/140926w0002.htm#1408181000369
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The Commercial Secretary to the Treasury (Lord Deighton) (Con) on 18 August 

2014: Details of the estimated economic effects from the introduction of Tax-Free 

Childcare can be found in the Childcare Payments Bill Impact Assessment.376 

                                                                                                                                     
376 HMRC & HM Treasury, Childcare Payments Bill 2014: Impact Assessment, (June 2014): 

http://www.legislation.gov.uk/ukia/2014/173/pdfs/ukia_20140173_en.pdf [accessed 16 February 2015] 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/377091/Tax-free_childcare_Impact_Assessment.pdf
http://www.legislation.gov.uk/ukia/2014/173/pdfs/ukia_20140173_en.pdf
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APPENDIX 6: DEFINITIONS 

Witnesses used a range of terms to identify those in greatest need, including 

deprivation, disadvantaged, low income and poverty. When quoting witnesses we 

have used their terminology. When discussing the policy aim of improving child 

outcomes, we use the concept of ‘disadvantage’, as the term that best fits the 

policies we are discussing, except where we refer specifically to Government data 

on geographic deprivation. When discussing parental employment, we have 

followed the language of our witnesses who used ‘poverty’ or ‘low income’ in their 

submissions. Below we explore the way the terms are used in Government policy 

Use of the term ‘deprivation’ 

Witnesses tended to use the term ‘deprivation’ or ‘deprived’ when discussing 

geographically based inequalities: i.e. ‘deprived areas’, ‘deprived neighbourhoods’ 

or ‘areas of deprivation’. This was also reflected in the use of the term by the 

Government, which measured inequalities in the results of the Early Years 

Foundation Stage Profile by comparing results in the 30% most deprived areas 

with those in the 70% least deprived. 

The measure of deprivation used by the Department for Education was the Index 

of Multiple Deprivation (IMD) 2010 constructed by the Social Disadvantage 

Research Centre at the University of Oxford. The Index is constructed using 

measurements of the Income, Employment, Health, Education and Skills, 

Housing, Crime and Living Environment characteristics of a given area. 

Use of the term ‘disadvantaged’ 

The term ‘disadvantaged’ was used with less precision by witnesses, encompassing 

a range of factors including socio-economic status, income, disability and special 

educational needs. Some referred to those living in disadvantaged areas, some to 

children from ‘socio-economically disadvantaged backgrounds’, ‘disadvantaged 

children’ and others to ‘disadvantaged families’. 

In respect of the policies considered in this report, the Government has used the 

concept of disadvantage to target free early education for two year-olds and the 

Early Years Pupil Premium. 

Early Years Pupil Premium 

Under the Early Years Pupil Premium, a disadvantaged child is defined as a child 

in care, adopted from care or under a special guardianship order or residence 

order, or one whose family receives one of the following benefits: Income Support; 

income-based Jobseeker’s Allowance (JSA); income-related Employment and 

Support Allowance (ESA); support through part 6 of the Immigration and Asylum 

Act 1999; the guaranteed element of State Pension Credit; Child Tax Credit (but 

not Working Tax Credit) and has an annual gross income not exceeding £16,190; 

the Working Tax Credit 4-week run on (a payment received when an individual 

stops qualifying for Working Tax Credit) or Universal Credit.377 

                                                                                                                                     
377 Department for Education, ‘Early years pupil premium: guide for local authorities’ (30 January 2015): 

https://www.gov.uk/early-years-pupil-premium-guide-for-local-authoritieshttps://www.gov.uk/early-years-

pupil-premium-guide-for-local-authorities [accessed 29 January 2015] 

https://www.gov.uk/early-years-pupil-premium-guide-for-local-authorities
https://www.gov.uk/early-years-pupil-premium-guide-for-local-authorities
https://www.gov.uk/early-years-pupil-premium-guide-for-local-authorities
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Free early education for two year-olds 

Eligibility under the policy of free early education “for disadvantaged 2 year-

olds”378 was initially for the 20% most disadvantaged, defined as being looked after 

by a local authority (in care) or having a parent in receipt of one of the following 

benefits: Income Support; income-based Jobseeker’s Allowance (JSA); income-

related Employment and Support Allowance (ESA); support through part 6 of the 

Immigration and Asylum Act 1999; the guaranteed element of State Pension 

Credit; Child Tax Credit (but not Working Tax Credit) and have an annual gross 

income not over £16,190; or the Working Tax Credit 4-week run on. 

From September 2014 this was extended to cover the 40% most disadvantaged379 

by adding children who: 

 Have a parent in receipt of Working Tax Credits and earning no more than 

£16,190 a year 

 Have a current statement of Special Educational Needs (SEN) or an 

education, health and care plan or who get Disability Living Allowance 

 Have been adopted from local authority care or left care under a special 

guardianship order or a child arrangements order. 

                                                                                                                                     
378 Department for Education, ‘2-year-old early education entitlement: local authority guide’ (8 January 

2015): https://www.gov.uk/2-year-old-early-education-entitlement-local-authority-guide [accessed 29 

January 2015] 

379 Department for Education, ‘Number of 2-year-olds eligible for free childcare to double’ (26 August 2014): 

https://www.gov.uk/government/news/number-of-2-year-olds-eligible-for-free-childcare-to-double 

[accessed 4 February 2015] 

https://www.gov.uk/2-year-old-early-education-entitlement-local-authority-guide
https://www.gov.uk/government/news/number-of-2-year-olds-eligible-for-free-childcare-to-double
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APPENDIX 7: BRIEFING NOTE ON CHILDCARE COSTS AND 

SPENDING ESTIMATES PREPARED BY DR GILLIAN PAULL, 1 

DECEMBER 2014 

This note reviews the available evidence on childcare costs; total parental spending 

on childcare; and the level of public expenditure on childcare in the UK. It also 

assesses the evidence behind the perception that parents in the UK face high 

childcare costs while government spending is also high in comparison to other 

countries. 

Childcare Costs 

There are several sources of information on childcare costs in the UK, but almost 

all have limitations in their scope or methodology of data collection (details of the 

sources and weaknesses are summarised in table 1 in the Annex to this note). 

Comparability between sources is problematic due in part to differences in the 

categorisation of settings and child age and in the timing of surveys, but mainly 

because they measure different aspects of cost. In particular, the sources consider 

delivery costs (Ceeda report), prices or fees (Family and Childcare Trust, Laing & 

Buisson and DfE’s Childcare and Early Years Providers Survey) and amounts 

spent by parents (DfE’s Childcare and Early Years Survey of Parents). While these 

different measures are related, they are each subject to their own market and 

policy influences and need not exhibit similar levels or trends.380 

A summary of the key characteristics of costs in the UK is presented in the 

following subsections, but further details can be found in the referenced tables 

which are presented in the annex at the end of this note. 

Hourly delivery costs / prices / amounts paid 

Figure 1 presents the average hourly delivery costs, prices and amounts paid by 

parents from four different sources. The diversity in categorisation of type of care 

which makes it difficult to draw direct comparisons across these measures is 

highlighted in the labels below the horizontal axis. 

Most average hourly cost measures are around £4 and generally lower for older 

children. The average delivery cost for two year olds is notably higher at almost £6 

but this measure is only for good and outstanding rated settings and is the most 

recent set of estimates, which may account for the higher cost. It may also indicate 

that prices incorporate some cross-subsidisation from older to younger children in 

covering delivery costs. The average (mean) hourly amounts paid by parents are 

also higher (at around £5), but the median amounts (that paid by the family 

exactly in the middle of the distribution) are around £4 (shown in table 7), 

indicating a ‘long tail’ of a few families paying higher amounts. The average hourly 

amounts paid for nursery classes and playgroups/pre-schools are lower than the 

                                                                                                                                     
380 In particular, delivery costs are influenced by input prices (e.g. staff wages; rents; business rates; and other 

business costs); the quality/characteristics of care (e.g. staff qualification levels; flexibility; catering for 

special needs); and efficiency of delivery. Prices (or fees) are influenced by the delivery cost and levels of 

profit/surplus dependent upon demand and degree of market competition. Amounts paid by parents are 

influenced by hourly prices; the availability of free care or government subsidises; and by parental choices 

over how much to use (affecting weekly or annual amounts paid) and about type/quality/characteristics of 

care to use (affecting hourly amounts paid). 
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other measures (just over £2), but this may reflect a large proportion of free or 

subsidised hours delivered by these types of settings which bring down the average 

cost paid by parents. 

Figure 1: Average Hourly Cost for Different Measures

 

Sources: See tables 2, 3, 5 and 7 in the Annex. 

Amounts spent by families 

According to DfE’s Parents’ Survey, families with only pre-school childcare who 

paid for childcare spent a mean total amount of £94 each week in 2012/13, 

although the median amount was £74 (again indicating a ‘long tail’ of a few 

families paying larger amounts) (table 8). Unsurprisingly, the average was lower 

(mean of £62 and median of £28) for families with both pre-school and school age 

children. 

Grossing up these weekly amounts shows that the mean annual amount spent by 

families with only pre-school children was £4,888 in 2012/13, while half of these 

families paid less than £3,848. The average annual amount was £3,224 for 

families with both pre-school and school children, with half paying less than 

£1,456. It should be noted that these amounts are considerably less than the 

example cases presented in the reports from the Family and Childcare Trust which 

include £7,549 a year for a family with a child in part-time nursery care and one in 

an after school club and £11,700 for a family with two children in full-time 

childcare. While these examples highlight how much some families might 

potentially pay for such childcare arrangements, they are not typical of what most 

families do pay. 

Recent trends 

The Family and Childcare Trust report that the average price of childcare (for 

children under two in nurseries) has risen 27 % over the last five years has been 

widely cited. However, much of this change occurred in 2009 to 2010 and the 

growth in prices has slowed substantially in recent years to just 2 % in the past year 

(figure 2(a)). The Family and Childcare Trust reports also highlight a similar, 
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more pronounced pattern for children over age two in nurseries. While Laing & 

Buisson’s measure of fee inflation for full day nurseries is lower, it has also shown 

a slight downward trend in recent years. 

Figure 2: Comparison between annual growth in nominal and real prices

 

Sources: See tables 3 and 4 in the Annex. The inflation adjustment uses the RPI index. 

Figure 2(b) presents the same trends in nursery price inflation, but adjusted for 

RPI to show how childcare prices have changed relative to the prices of other 

goods and services. While rising substantially faster than the general price level 

during 2009 and 2010, price increases have moderated in more recent years to the 

point where real (inflation adjusted) prices have fallen. This pattern in childcare 

prices also holds for childminders (table 3) and is also evident in fewer providers 

reporting that they have increased fees in recent years (table 6). 

The average hourly amounts spent by parents on childcare in day nurseries, 

childminders and playgroups/pre-schools have also fallen in recent years (2011 to 

2013) after exhibiting much higher growth during 2009 to 2011 (table 7). The 

contrary rise in recent years for spending for nursery schools and nursery classes 

may be due to measurement issues due to the small sample for nursery schools and 

to the low price level for nursery classes. 

Total Parental Spending on Childcare 

There do not appear to be reliable estimates of the total private spending on 

childcare. Laing & Buisson estimate the total value of the day care nursery market 

to be £4.6 billion (Blackburn (2013)), but this only captures part of the childcare 

market and does not distinguish between the amount paid by parents and that 

funded by public support. A very approximate measure can be derived from DfE’s 

Parents’ Survey which suggests that parents in England spend between £5.1 

billion to £7.0 billion on childcare each year381. However, this may overstate 

                                                                                                                                     
381 This is estimated using figures from Huskinson et al (2014) as 4.2 million families using childcare (table 

2.2) multiplied by 0.59 (the proportion who pay for childcare in table 5.1) multiplied by £54 (the mean 

weekly payment for those who pay for childcare in table 5.3) which equals spending of £134 million each 

week. Assuming that parents’ expenditure on childcare may range between 38 weeks (covering term-time 

only) and 52 weeks each year generates a range of estimated total annual expenditure of between £5.1 

billion and £7.0 billion. 
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private spending as parents may fail to deduct reimbursements received from tax 

credits when reporting their net childcare payments in the survey. Given that 

current estimates of the value of these reimbursements is £1.5 billion, this could 

mean that total private spending is notably lower. In addition, a similar 

approximation based on the previous year’s survey suggested a range of total 

spending between £4.3 billion and £5.9 billion, highlighting considerable 

randomness in the estimate across years. 

Public Expenditure on Childcare and Early Education 

Estimates of total public spending on childcare (covering children of all ages) are 

presented in figure 3 (detailed in table 9), derived from the Government response to 

follow-up requests provided to this Committee in July 2014 (Written evidence from 

the Department for Education ACC0068). 

Figure 3: Public expenditure on childcare and early education

 

Sources: see table 9 in the Annex. 

These estimates are slightly revised from those provided in More Great Childcare 

published by DfE in January 2013 (Department for Education (2013)). Estimates 

presented in The Green Budget published by IFS in February 2014 were slightly 

lower (total spending of £4.2 billion) because the IFS estimate did not include 

spending on the free entitlement for the second highest income band of two year-

olds; it used take-up data rather than allocated expenditure for the cost for the 

lowest income band of two year-olds; and it used older data for the three and four 

old year old entitlement spending and WTC expenditure on childcare (table 9). 

All information on expenditure is derived from government publications and there 

is no independent source to verify it. 

Current public expenditure totals £5.2 billion, with just over half (56 %) spent on 

the early education entitlement. According to current plans, total expenditure will 

rise by £1.2 billion during the next Parliament, with an additional £0.6 billion of 

spending for the introduction of Universal Credit (£0.2 billion for support for 

parents working less than 16 hours a week and £0.4 billion for the increase to 

85 % reimbursement for childcare costs) and a net addition of £0.6 billion for tax-

free childcare (a gross cost of £1 billion minus a reduction of £0.4 billion in 
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payments for Employer Supported Childcare). With these changes, the majority of 

expenditure for childcare support (55 %) will become contingent on parents’ 

working. 

OECD Comparison of Childcare Costs and Public Spending on Childcare 

There is a widespread perception that parents in the UK face high childcare costs 

while government spending is also high in comparison to other countries. The 

primary source of this perception is two reports based on data from the OECD 

Family Database. These reports have been critiqued in Penn & Lloyd (2013) who 

note that the OECD data suffers from several general limitations including 

problems arising from the variation in the categorisation of care and early 

education across countries; from the regional diversity in policy in some countries; 

and from the fact that some of the source data is quite outdated. They also note a 

lack of clarity on how the data was compiled from the national levels and what 

mechanisms were used within countries to provide the data. Moss & Lloyd (2013) 

suggest further concerns over the public spending estimates used for the UK. This 

section summarises and reviews the evidence underlying the criticisms of the 

OECD comparisons, drawing on some additional data sources and calculations 

which are explained and sourced in table 10 in the Annex. 

The OECD publication PF3.4: Childcare support (OECD (2014)) contains the 

most recently updated analysis of comparative childcare costs based on data for 

2012. This analysis suggests that the UK has unusually high childcare costs using 

two types of measures: 

(a) A comparison of average fees for a two year-old child in full-time (40 

hours a week) accredited centre-based childcare as a proportion of 

average gross annual earnings. In 2012, this proportion was 26.5 % for 

the UK compared to the OECD average of 14 %, ranking the UK the 6th 

highest out of 34 countries. 

(b) A comparison of net childcare costs as a proportion of net income for two 

example types of families, both with a two year old and three year old 

child in full-time accredited centre-based childcare. For a dual earner 

family with gross earnings of 150 % of the average, the estimated 

proportion of income spent on childcare is 34 % in the UK, compared to 

an OECD average of 13 %, ranking the UK the highest cost country. 

However, for a lone parent family with earnings of 50 % of the average, 

the estimated proportion of income spent on childcare is 8 % in the UK, 

compared to an OECD average of 14 %, ranking the UK the 22nd 

country out of 34 countries. 

With respect to the first comparison, the following points should be noted: 

 In many countries (but not the UK), direct provider subsidies and fee caps 

mean that childcare fees are often reduced at the point of use for families in 

particular circumstances and these reductions “can be both widespread and 

substantial” (OECD (2014), page 2). This will overstate relative costs paid by 

parents in the UK as fees do not include the public subsidies. 

 The comparison is only for a two year old child in accredited centre based 

care and may not reflect international variation across age groups or other 

types of care (including childminders and the use of informal childcare in the 

UK). 
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 The average fees for the UK correspond to £4.04 an hour which is similar to 

the hourly prices for the UK presented above. However, these prices do not 

allow for the free early education entitlement for three and four year olds in 

the UK which suggests the UK would rank as having lower costs for these 

older age groups. 

With respect to the second comparison, the following points should be noted: 

 This is a fairer comparison than considering gross fees because it includes the 

support from tax credits in the UK. However, it still does not allow for the 

early education entitlement for the three year old which is estimated to reduce 

the proportion paid by the dual earner family to 29 % (ranking the UK as the 

6th highest country) (see table 10). 

 The relatively high cost ranking for the UK for the dual earner family and 

relatively low ranking for the lone parent family reflects the fact that UK 

support is more targeted towards lower income families in the UK than in the 

comparison countries. 

 The extent to which the two selected examples accurately represent relative 

childcare costs across countries depends upon the degree to which they 

represent typical families. However, the dual earner family in the UK has a 

gross income of £47,585, placing it in the top income quintile for all 

households in the UK and making it unlikely that the family would be eligible 

for the childcare element of WTC. In addition, estimated childcare costs 

assume families use 40 hours of average-price childcare for both children, 

which may overstate actual spending. For example, the lone parent in the UK 

is assumed to be paying more for childcare than their gross earnings prior to 

any reimbursement. These assumptions about usage may not only affect the 

international comparisons, but also mean that the absolute proportions for the 

UK do not reflect average spending. 

The perception that the UK government spends comparatively more on childcare 

and early education than other countries is based on the OECD publication 

PF3.1: Public spending on childcare and early education (OECD (2013)). This was 

cited in More Great Childcare: “As a share of GDP, the Government spends around 

40 per cent more than the OECD average on childcare” (Department for 

Education (2013)). It was reiterated in the Government response to follow-up requests 

to the Committee: “According to the most recent figures, in 2009, average public 

expenditure on childcare amongst OECD member countries was 0.3% of GDP—

the UK spent 0.5% of GDP. This was over 40 % more than the OECD average” 

(Written evidence from the Department for Education [ACC0068]). 

The original source of this evidence is chart PF3.1.A in OECD (2013). This chart 

shows that “public expenditure on childcare and early education services in 2009” 

for the UK was 1.1 % of GDP, placing the UK as the 6th highest spender in 37 

countries. The 1.1 % is divided into 0.5 % on “childcare” and 0.7 % on “pre-

primary spending”. Although the data source for the UK is cited as the OECD 

Social Expenditure database, the database contains only the 1.1 % figure, with no 

original source reported or any record or explanation of the division into childcare 

and pre-primary spending. 

This analysis should be treated with caution for several reasons (several of which 

were recognized in the Government’s response to this committee): 
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 The data is several years old and relative spending and relative GDP may have 

changed. Indeed, spending on childcare and education for children under five 

in the UK as a percentage of GDP reached a peak in 2009/2010 (figure 8.1, 

Brewer et al (2014)), although may have similarly peaked in other counties. 

 According to the OECD publication, the measure includes spending on 

childcare and primary school for all children under the age of six. This is not, 

therefore, a comparison of childcare spending alone but a comparison of a 

mixture of childcare and school expenditure. Moreover, the balance of the 

mixture varies across countries and those with younger school entry ages (such 

as the UK) will be more heavily weighted towards the higher costs of school. 

 There are problems capturing the spending by local governments in some 

countries which means that spending may be under-stated in these countries 

(but not in the UK). 

 Potentially the most serious problem is that the number cited for the UK 

appears inconsistent with UK data sources (as pointed out in Moss & Lloyd 

(2013)). The OECD comparison implies that UK spending in 2009 was 

£15.6 billion on children under the age of six, with £7.1 billion spent on 

childcare (OECD GDP for the UK was £1420 billion in 2009). However, 

even the most generous UK-sourced estimates on spending for 2009 suggest 

that the total spending on childcare and school for children under age six was 

at most £10.9 billion in 2009 (0.8 % of GDP) and the spending on childcare 

£4.2 billion (0.3 % of GDP) (see Annex table 10). These UK-sourced figures 

suggest that the UK was around the OECD average for both measures. 

However, the issues concerning the UK data also raise questions about the 

reliability of the OECD data for other countries. 

In summary, this review suggests that the evidence base for the perceptions that 

parents face unusually high childcare costs and that public spending on childcare 

is unusually high in the UK compared to other countries is limited and 

questionable. 
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ANNEX: TABLES 

Table 1: Sources of information on childcare costs 

 Description Weaknesses 

Delivery costs 

Ceeda (funded by 

Pre-school 

Learning Alliance) 

Average hourly delivery cost for funded two, 

three and four year olds in PVI nurseries and 

playgroups with a good or outstanding Ofsted 

rating in July 2014. 

Data collected from 100 settings in England 

completing attendance and resource usage diaries 

over two weeks.  

No information for maintained settings, for childminders, for 

settings with lower Ofsted ratings or for children under the age of 

two. 

Information only for July 2014 and no information on changes 

over time. 

Relatively low survey response rate although not untypical for this 

type of work requiring heavy data collection demands over a 

short, inflexible period. 

Prices or fees 

Daycare Trust / 

Family and 

Childcare Trust 

 

Annual information since 2002 on average prices 

for 25 weekly hours (and 50 weekly hours) for 

children under age two and two years or over for 

nurseries and childminders. 

Data collected from a survey of Local Authority 

Family Information Services (or equivalents) in 

Britain, asking them to estimate an average price 

paid by parents for the different forms of 

childcare.  

Unclear how Local Authorities estimate average price and may 

contain an element of subjectivity. 

NOTE: This survey does not collect information on the amounts 

spent by parents but the reports present example calculations 

from the average prices. These calculations make no allowance for 

the free entitlement; assume families pay average prices and use 

high amounts of formal childcare; and use an arbitrary benchmark 

of the average mortgage payment for all UK mortgage holders.  

Lang and Buisson Annual information since 2002 on fees for 

children’s nurseries offering full-day care in the 

UK. Data collected as part of an annual market 

report from a sample of up to 15 % of these 

nurseries.  

No information on settings other than full-day nurseries. 

Report only available by private purchase. 
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 Description Weaknesses 

Delivery costs 

Childcare and 

Early Years 

Providers’ Survey 

(DfE) 

Information on average fees for PVI and 

maintained group-based providers and 

childminders in 2013 and on the proportions of 

providers reporting that they have raised fees 

biannually since 2007. 

Data collected from large scale annual surveys in 

England conducted since 1998. 

No information on fees over time at present. 

Amounts spent by parents 

Childcare and 

Early Years Survey 

of Parents (DfE) 

Periodic information on total amount spent by 

parents on childcare and hourly amounts spent 

by type of provider. 

Data collected from several large scale surveys in 

England since 1999.  

Spending information is not presented consistently across reports 

and highly variable patterns of change suggest a degree of 

inconsistency in data collection between surveys. 

Reported spending is “out of their own pocket” excluding money 

paid directly to providers (i.e. early entitlement funding) but it is 

highly likely that the reported amounts do not allow for 

reimbursements through tax credits. 

Hourly payments are calculated as the total payment divided by 

total hours used and are subject to variation due to the use of free 

entitlement hours or subsidised hours.  

 

Notes: Information on the amounts paid for childcare is also collected in the Family Resources Survey (DWP), but this data source has typically been used for modelling labour market behaviour rather 

than providing childcare statistics
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Table 2: Hourly costs of delivery in July 2014 (Ceeda) 

Nurseries and 

playgroups 

Average hourly cost excluding 

unpaid staff contribution 

Average hourly cost including 

unpaid staff contribution 

Children aged 2 

years old 

£5.97 £6.10 

Childcare aged 3 

and 4 years old 

£4.53 £4.69 

 

Source: Ceeda (2014), tables 2 and 3. 

Table 3: Hourly childcare prices 2007–2013 (Family and Childcare Trust 

Survey) 

 

Year of 

survey 

Nursery 

(under 2 years) 

Nursery 

(2 years and 

over) 

Childminder 

(under 2 years) 

Childminder 

(2 years and 

over) 

Hourly 

price 

Annual 

change 

Hourly 

price 

Annual 

change 

Hourly 

price 

Annual 

change 

Hourly 

price 

Annual 

change 

2007 £3.18  £2.98  £2.88  £2.84  

2008 £3.34 5.0% £3.12 4.7% £3.12 8.3% £3.04 7.0% 

2009 £3.52 5.4% £3.28 5.1% £3.32 6.4% £3.32 9.2% 

2010 £3.88 10.2% £3.76 14.6% £3.60 8.4% £3.52 6.0% 

2011 £4.13 6.4% £3.95 5.1% £3.70 2.9% £3.67 4.4% 

2012 £4.34 5.2% £4.26 7.9% £3.96 6.9% £3.89 5.9% 

2013 £4.44 2.2% £4.25 -0.3% £4.03 1.8% £4.06 4.4% 

2009–

2013 
 26%  30%  21%  22% 

 

Sources: Daycare Trust (2008, 2009, 2010, 2011, 2012), Family and Childcare Trust (2013), Rutter & Stocker 

(2014). Notes: Reports contain prices from previous calendar year and most recent prices are for 2013. 

Numbers in bold correspond to the 27 % reported for Britain in the 2014 report (numbers for Britain were 

not published prior to the 2012 report). 
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Table 4: Annual nursery fee inflation for children aged under five 2002–

2013 (Laing & Buisson) 

 
Fee inflation  RPI 

Real growth 

using RPI 
CPI 

Real growth 

using CPI 

2002 5.9 1.7 4.2 1.3 4.6 

2003 6.7 2.9 3.8 1.4 5.3 

2004 4.5 3.0 1.5 1.3 3.2 

2005 1.1 2.8 -1.7 2.1 -1.0 

2006 2.0 3.2 -1.2 2.3 -0.3 

2007 3.5 4.3 -0.8 2.3 1.2 

2008 4.9 4.0 0.9 3.6 1.3 

2009 4.0 -0.5 4.5 2.2 1.8 

2010 5.1 4.6 0.5 3.3 1.8 

2011 3.2 5.2 -2.0 4.5 -1.3 

2012 3.1 3.2 -0.1 2.8 0.3 

 

Sources: Fee inflation from Blackburn (2013), table 3.5; and real growth is author’s own calculations using RPI 

and CPI from Office of National Statistics 

(http://ons.gov.uk/ons/taxonomy/index.html?nscl=Retail+Prices+Index#tab-data-tables, accessed 28/11/14) 

Table 5: Mean childcare fees in 2013 (Childcare and Early Years Providers 

Survey) 

 Children aged 

under 2 

Children aged 

2 

Children aged 

3–4 

Children aged 

4 and under 

Full day care £4.40 £4.10 £3.90 £4.00 

Sessional £4.00 £3.70 £3.50 £3.60 

 

Source: TNS BMRB, (2014), table 10.3. Notes: The mean childcare fee for all ages of children for childminders is 

reported in the text as £4.10. 

Table 6: Proportion of providers who have increased fees (Childcare and 

Early Years Providers Survey) 

 Full day care Sessional Childminders 

In last 

six 

months 

In 

last 

year 

In 

last 

two 

years 

In last 

six 

months 

In 

last 

year 

In 

last 

two 

years 

In last 

six 

months 

In 

last 

year 

In 

last 

two 

years 

2007 33% 72% 86% 28% 64% 84% 18% 37% 57% 

2009 34% 76% 91% 17% 57% 80% 16% 37% 63% 

2011 40% 69% 88% 49% 68% 84% 17% 36% 60% 

2013 31% 53% 77% 28% 47% 73% 12% 23% 44% 

 

Source: TNS BMRB, (2014), table 10.4. 

http://ons.gov.uk/ons/taxonomy/index.html?nscl=Retail+Prices+Index#tab-data-tables
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Table 7: Hourly childcare expenditure (Childcare and Early Years Survey of Parents) 

Date of 

survey 

Day nursery Childminder Nursery school Nursery class Playgroup or pre-

school 

Median Annual 

change 

Median Annual 

change 

Median Annual 

change 

Median Annual 

change 

Median Annual 

change 

Sep 04–Jan 

05 £3.39  £3.13  £2.43  £0.30  £1.67  

Jan–Apr 07 £3.75 8% £3.40 7% £2.67 8% £0.36 16% £1.80 6% 

June–Dec 

09 £3.75 0% £4.00 11% £2.83 4% £0.39 5% £1.77 -1% 

Oct 11–

May 12 £4.38 7% £4.44 5% £3.40 9% £0.40 1% £2.33 14% 

Nov 12–

June 13 £4.44 1% £4.00 -9% £3.73 9% £0.62 51% £2.13 -8% 

 

Mean 

Annual 

change Mean 

Annual 

change Mean 

Annual 

change Mean 

Annual 

change Mean 

Annual 

change 

Jan–Apr 07 £4.22  £4.03  £3.23  £1.74  £1.99  

June–Dec 

09 £3.99 -3% £4.87 13% £3.19 -1% £1.69 -2% £2.27 9% 

Oct 11–

May 12 £5.25 14% £5.83 8% £4.38 16% £1.64 -1% £2.72 8% 

Nov 12–

June 13 £4.95 -5% £5.21 -10% £5.42 22% £2.37 41% £2.42 -10% 

 

Sources: Bryson et al (2006), Kazimirski et al (2008), Smith et al (2010), Huskinson et al (2013), Huskinson et al (2014). 
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Table 8: Weekly childcare expenditure for all children (Childcare and Early Years Survey of Parents) 

Date of 

survey 

Families only with pre-school children Families with pre-school & school age children 

Mean 

Annual 

change in 

mean 

Median Annual 

change in 

median 

Mean Annual 

change in 

mean 

Median Annual 

change in 

median 

Jan–Apr 

1999 £68 

 

£27  £52 

 

£20  

Feb–July 

2001 

£49 -13% £35 14% £43 -8% £20 0% 

June–Dec 

2009 

£77 8% £50 6% £62 6% £27 5% 

Oct 2011–

May 2012 

£79 1% £50 0% £60 -1% £25 -3% 

Nov 2012–

June 2013 

£94 18% £74 44% £62 3% £28 11% 

 

Sources: La Valle et al (2000), Woodland et al (2002), Smith et al (2010), Huskinson et al (2013), Huskinson et al (2014). 
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Table 9: Public spending on early education and childcare for all children 

Public 

spending 

in £ billion 

 

Early Education Entitlement Tax Credits and Benefit Disregards Employer 

Supported 

Childcare 

(vouchers) 

Tax free 

Childcare 

(from 

Autumn 

2015) 

Current 

total 
(future rise) 

3 & 4 year 

olds 

Bottom 

20% 

2 year olds 

20%–40% 

2 year olds 

WTC Increase 

with UC 

(Nov 

2014) 

Increase 

with 85% 

UC (from 

2016) 

DfE More 

Great 

Childcare 

(Jan 2013) 

£2 £1* £1.5  £0.2*  ----- £0.8 ----- 
£5.3 

(+ £0.2) 

IFS Green 

Budget 

(Feb 2014) 

£1.9 

(2012) 

£0.3* 

(take-up) ----- 
£1.2 

(2011/12) 

----- 

----- 

£0.8 

falling to 

£0* 

£0.8* rising 

to £1.5* 

£4.2 

(+ £0.7) 

Government 

Response 

(July 2014) 

£2.1 £0.8 

£1.5 

£0.2* £0.4* £0.8 

falling to 

£0.4* 

£0.8* rising 

to £1* 

£5.2 

(+ £1.2) 

 

Sources: Department for Education (2013), Brewer et al (2014), Department for Education (2014). Notes: * denotes forecast at the time and italics denote “future” spending. Spending on the Early 

Education Entitlement covers only England, while the remaining spending items cover the UK. The fall in spending on Employer Supported Childcare to £0.4 billion is derived from the estimates that 

Tax Free Childcare spending will rise to £1 billion and the “steady state additional spending” will be £0.6 billion (HMRC (2014), Written evidence from the Department for Education (ACC0068)
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Table 10: Calculations and sources for OECD comparisons 

Estimate 

 

Calculation and additional sources 

Spending on 

childcare for a two 

year-old child is 

26.5 % of average 

gross annual 

earnings in the UK.  

Chart PF3.4.A shows this proportion as 53 %, but according to the 

accompanying text and for consistency with charts PF3.4.B and 

PF3.4.C, this proportion appears to be for a two-year-old and 

three-year-old. It has therefor been halved to obtain the proportion 

for a single child (consistent with the chart title and figures 

presented in previous versions of the note). 

Average fees for the 

UK correspond to 

£4.04 an hour. 

The OECD figure for annual average gross earnings for the UK in 

2012 is £31,723 (OECD database) 26.5 % of which divided by 52 

weeks of 40 hours generates an hourly price of £4.04 

Allowance for the 

early education 

entitlement reduces 

the proportion paid 

by the dual earner 

family to 29 %. 

The free entitlement covers 570 hours (15 weekly hours x 38 

weeks) of the 4,160 hours used by the family (80 weekly hours x 52 

weeks), reducing the proportion of net income spent on childcare 

to approximately 29 % (= 34 % multiplied by 3590/4160). 

 

UK estimate that 

total spending on 

children under age 

six was at most 10.9 

billion in 2009. 

Spending on the childcare element of WTC was £1.6 billion 

(HMRC (2011); on Employer Supported Childcare was £0.6 

billion (HM Treasury & HMRC (2009)) and on pre-primary and 

primary education for children under age five was £4.8 billion 

(table 5.2, (HM Treasury (2013)), totalling £7 billion or 0.5 % of 

GDP. Allowing for a proportion of the remaining primary 

education (£3.9 billion of £25.2 billion (table 5.2, (HM Treasury 

(2013))) to be spent on five year olds in schools, generates a total 

spend of £10.9 billion or 0.77 c of GDP. 

UK estimate that 

spending on 

childcare was £4.2 

billion in 2009. 

Spending on the childcare element of WTC was £1.6 billion 

(HMRC (2011)); on Employer Supported Childcare was £0.6 

billion (HM Treasury & HMRC (2009)) and an estimated 

approximate £2 billion on the early education entitlement 

(prorated for the UK from a cost of £1.6 billion in England in 

2010/11 (National Audit Office (2012)). 
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APPENDIX 8: GLOSSARY 

ADCS Association of Directors of Children’s Services 

CAB  Citizens Advice Bureau 

CBI Confederation of British Industry 

CPAG Child Poverty Action Group  

CPS Centre for Policy Studies 

CVPA Childcare Voucher Providers Association 

DfE Department for Education  

DWP Department for Work and Pensions 

ECCE Evaluation of Children’s Centres in England 

EPPE Effective Pre-school and Primary Education 

EPPSE Effective Pre-school, Primary and Secondary Education 

FSB Federation of Small Businesses 

HMRC Her Majesty’s Revenue and Customs 

HMT Her Majesty’s Treasury  

IEA Institute of Economic Affairs  

IFS Institute for Fiscal Studies 

IOE Institute of Education 

IPPR Institute of Public Policy Research 

ISER Institute for Social and Economic Research 

JRF Joseph Rowntree Foundation 

LEYF London Early Years Foundation 

LFS Labour Force Survey 

LGA Local Government Association 

MAHM Mothers At Home Matter  

NAHT National Association of Head Teachers 

NCB National Children’s Bureau 

NDNA National Day Nurseries Association 

PACEY Professional Association for Childcare and Early Years 

PVI Private, Voluntary and Independent Sector 

RBS Royal Bank of Scotland 

SEED Study for Early Education and Development 

TUC Trade Union Congress  

WTC Working Tax Credit 

 


