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Glossary  

Access and Inclusion 
Model (AIM) 

A model of supports designed to ensure that children with 
disabilities can access the ECCE programme in Ireland. 

Additional charges Amounts paid by parents for specified items in the provision of ELC 
and SAC which are not included in the regular fees. 

Additional needs See Special Educational Needs and Disabilities (SEND). 

Centre-based 
provision 

Publicly regulated ELC provided outside the home. 

Childcare Broadly used to mean ELC and/or SAC. 

Childcare tax credits See refundable childcare tax credits. 

Childcare tax 
deductions 

Reduction in the amount of income subject to tax for childcare 
expenses. 

Childminders See home-based provision. 

Community 
Childcare 
Subvention (CCS) 

A programme in Ireland providing supply-side subsidies for ELC 
and SAC. CCS-related programmes include CCS, CCSP and CCSR/T 
(see Pobal 2019). 

Contact time Time that staff spend with children in ELC or SAC activities.  

Delivery cost Amounts paid by providers for the resources they need to deliver 
ELC or SAC such as staff salaries, rent and costs of materials. 

Demand-side 
subsidies 

Public subsidies paid directly to parents to reimburse them for 
childcare expenses. Includes refundable tax credits and tax 
deductions. 

Early Childhood Care 
and Education 
(ECCE) 

Programme in Ireland providing free hours of ELC for children aged 
between 2 years, 8 months and 5 years, 6 months. 

Early Childhood 
Education (ECE) 

See ISCED 0. 

Early Childhood 
Education and Care 
(ECEC)  
 

All regulated arrangements to provide care and education for 
children under compulsory school age, regardless of setting, 
funding, opening hours or programme content. Includes ISCED 0 
and ECEC services without a defined educational component. Also 
called Early Learning and Childcare (ELC).  
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Early Childhood 
Educational 
Development (ECED) 

See ISCED 01. 

Early Learning and 
Childcare (ELC) 

All regulated arrangements to provide care and education for 
children under compulsory school age, regardless of setting, 
funding, opening hours or programme content. Includes ISCED 0 
and ECEC services without a defined educational component. Also 
called Early Childhood Education and Care (ECEC). 

Fees See provider fees. 

For-profit provision For-profit provision exists primarily to generate a profit, that is, to 
take in more money than it spends. The owners may keep the 
money themselves or re-invest it in the business or share it with 
employees through various types of compensation plans. 

Formal childcare Centre-based ELC and SAC. May or may not include home-based 
provision. 

Free hours or places Use of ELC or SAC service free of charge for parents. The resulting 
costs for free access are typically covered by (government) 
subsidies. 

Gross domestic 
product (GDP) 

Total value of goods and services produced in an economy during 
a particular period (quarterly or yearly). 

Gross national 
product (GNP) 

Total value of goods and services produced in an economy (GDP) 
minus the profits of foreign-owned firms and plus the profits 
earned by the foreign operations.  

Gross national 
income (GNI) 

Total value of goods and services produced in an economy (GDP) 
minus the profits of foreign-owned firms and plus the profits 
earned by the foreign operations (GNP) with an adjustment for 
taxes paid to and subsidies received from the European Union. 

Home-based 
provision 

Arrangements to provide education or childcare within the home. 
Also called family-based provision, family childcare or 
childminders. 

Integrated system System where the responsibilities for ELC services are under one 
(leading) authority (at the national and/or regional level). 
Responsibilities may stretch from curriculum development to 
standard-setting, monitoring or financing. 

ISCED 0 Any type of childcare with an educational component before the 
start of primary education. ISCED 0 is sub-classified into ISCED 01 
and ISCED 02. Also called Early Childhood Education (ECE).  
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ISCED 01 Provision aimed at very young children aged 0 to 2, with a focus on 
self-expression and active play. Also called Early Childhood 
Educational Development (ECED). 

ISCED 02 Provision aimed at children in the years immediately prior to 
starting compulsory schooling, typically aged 3 to 5. Focus on 
language and social skills, logical and reasoning skills, and 
alphabetical and mathematical concepts. Also called Pre-Primary 
Education (PPE). 

National Childcare 
Scheme (NCS) 

Scheme in Ireland providing ELC and SAC subsidies for children 
aged between 24 weeks and 15 years. 

Non-contact time / 
hours 

Includes preparation, professional development and consultation 
with parents or other supporting activities, in-service training and 
staff meetings. 

Not-for-profit 
provision 

See non-profit provision. 

Non-profit provision Non-profit provision exists to provide a particular service to the 
community and is typically organised under rules that forbid the 
distribution of profits to owners. All of the money earned is used 
in pursuing the organisation’s objectives and keeping it running. 
Typically, organisations in the non-profit sector are tax-exempt 
charities or other types of public service organisations which are 
not required to pay most taxes. 

Parent-paid fees Fees paid by parents to providers of ELC and SAC. Also called 
provider fees. 

Pre-Primary 
Education (PPE)  

See ISCED 02. Sometimes used to refer to all of ISCED 0 for teacher 
statistics. 

Private provision Provision administered or owned directly or indirectly by a non-
governmental organisation or private individuals. Private settings 
may or may not be publicly subsidised.  

Public provision Provision managed by a public education authority, government 
agency or municipality. 

Quality Characteristics of ELC and SAC which have effects on children’s 
development, learning and wellbeing. Includes process quality (the 
nature of the daily experiences of children) and structural quality 
(distal factors that are typically regulated, such as children-to-staff 
ratio, group size and staff training/education, and create the 
framework for the experiences of children). 
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Refundable 
childcare tax credits 

Public reimbursement for childcare costs regardless of parents’ tax 
liabilities. Also called childcare tax credits. 

School-Age 
Childcare (SAC) 

Arrangements to provide childcare outside of normal school hours 
for school-going children, whether provided in formal or home-
based settings. This includes before school, after school and school 
holidays, but excludes weekends. 

Special educational 
needs and 
disabilities (SEND) 

Special needs children are those for whom a special learning need 
has been formally identified because of mental, physical or 
emotional issues. Also called Additional Needs. 

Split system System where ELC services are governed by different ministries or 
authorities at national/regional level. In many countries with a 
split system, policies for “care” and “early education” have 
developed separately and fall under the responsibility of different 
authorities.  

Subsidies Public funding paid directly to providers in return for provision 
delivered to eligible children. Also called supply-side subsidies. 

Supply-side 
subsidies 

See subsidies. 

Teachers (in ELC) Teachers are contact staff with the most responsibility for a group 
of children in ELC. They may also be called pedagogues, educators, 
childcare practitioners, core practitioners or pedagogical staff. 

Teachers’ aides See assistants. 

Training and 
Employment 
Childcare (TEC) 

A programme in Ireland providing supply-side subsidies for ELC 
and SAC for parents/guardians on eligible training and education 
courses and for some parents/guardians returning to work. TEC-
related programmes include TEC, CETS and CEC (see Pobal 2019). 

Working parents Parents who meet specific work criteria in terms of earnings or 
work hours to be eligible for ELC or SAC support. 
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Executive Summary  

Introduction 

As part of the First 5 Strategy to improve outcomes for children in Ireland from birth to age 

five, a commitment has been made by the Irish Government to at least double public 

spending on Early Learning and Childcare (ELC) and School-Age Childcare (SAC) in Ireland by 

2028. An Expert Group was tasked to deliver a report containing proposals for a new 

funding model which will help ensure that this additional funding can be used in the best 

way to deliver safe, high quality, affordable and accessible ELC and SAC. This report is the 

second in a series of working papers delivered by Frontier Economics in the role of Research 

Partnership to provide research support to the Expert Group. 

An understanding of the range of models employed internationally to publicly fund ELC1 and 

SAC within marketised systems can provide a valuable menu of options to consider in 

designing a new funding model in Ireland. The aims of this paper are to provide such a 

description for seven jurisdictions (Canada (Ontario), England, France, Germany (Bavaria), 

the Netherlands, New Zealand and Norway) and to summarise the key features alongside 

those for Ireland. These countries and jurisdictions were selected to cover a range of 

contexts including public and private provision; split and integrated systems; centralised and 

decentralised governance structures; and levels of public funding and regulation.  

The scope of this report is to consider policies and programmes which seek to directly 

reduce the amount that parents pay for ELC and SAC. 

Methodology 

Relevant evidence sources on public funding for ELC and SAC in the eight jurisdictions 

covering English-language international data sources for European and OECD countries were 

identified and reviewed. Country-specific evidence was used to supplement the 

                                                        

1 The term ECEC (Early Childhood Education and Care) is widely used in the international literature, but the 
term ELC (Early Learning and Care) is used here in place of ECEC in the original sources. Where the term ELC is 
used alone, it does not include SAC. The terms “childcare” or “child care” are widely used in the international 
literature to mean ELC and SAC and the use of the term “childcare” is maintained from original sources in 
order to avoid any confusion with the meaning. 
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international data where appropriate and available. The evidence was collated into 

summaries for each jurisdiction and comparisons were drawn to identify patterns in the 

approaches. 

Types of funding approaches 

Policies which seek to reduce the amount that parents pay for ELC and SAC are categorised 

into three types: 

(a) Free hours or places: funding is paid directly to providers for provision delivered free of 

charge to eligible children.  

(b) Subsidies (supply-side subsidies): funding is paid directly to providers for provision 

delivered to eligible children, sometimes coupled with regulations on the fees that can 

be charged to parents.  

(c) Tax support (demand-side subsidies): reimbursements are paid directly to parents for 

ELC and SAC expenses, either through refundable tax credits or as deductions to tax 

liabilities. 

Use of funding approaches in the eight jurisdictions 

A broad overview of approaches showed that: 

 All jurisdictions offer free hours for the years preceding school entry. The offer is 

universal with the exception of a targeting towards low income families in Norway 

(and for children aged two in England). 

 All bar one jurisdiction (England) offer subsidies and these are targeted towards low 

or lower income families in three jurisdictions. Even when eligibility for subsidies is 

universal, the level of support is typically heavily targeted towards lower income 

families through the design of the income-related fees. 

 Refundable tax credits are offered in only half of the jurisdictions and tax 

deductions in less than half. With one exception, all are targeted to working parents. 

 Most jurisdictions have a range of approaches, which include at least one universal 

offer (within age group), one targeted to low income families and one targeted to 
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working parents. Only France has entirely universal approaches and only New 

Zealand and Ireland do not have approaches solely for working parents. 

 Different funding approaches reflect the division in the purposes of funding for ELC 

and SAC: free hours are most closely related to supporting child development and 

preparation for school for all children; subsidies reflect a primary purpose of 

reducing inequality by reducing costs and enhancing work incentives for these 

families; and tax support reflects a primary purpose of supporting parental work.  

Deeper exploration of specific policies identified several potentially useful features: 

 Higher quality of provision is supported in Ireland through quality requirements for 

providers who offer the free hours, together with a higher funding rate for sessions 

using more qualified staff. Funding rates for free places in New Zealand are also 

higher when more qualified staff are employed. 

 There is a tendency to devolve the decision-making as well as implementation to 

lower levels of government for subsidies and for the design of the subsidies to serve 

multiple purposes. Consequently, some systems of subsidies are complicated. 

 Initial reimbursements in refundable tax credit schemes are typically generous, with 

the proportion of repayment ranging from 70% to 96.5% for families on the lowest 

incomes. Hence, these schemes target support quite effectively, supplementing 

incomes and improving incentives to participate in work for lower income working 

families (possibly at the cost of reducing the incentives to work additional hours due 

to the withdrawal of the childcare reimbursement as earnings increase). 

 Measures to reduce the risk that public funding for ELC and SAC will increase fees for 

parents include explicit fee controls and restrictions on profits and wages for 

subsidies (Ontario and Norway) and hourly caps on reimbursements for ELC and SAC 

costs in refundable tax credit schemes (the Netherlands).  
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1. Introduction 

1.1  Background and objectives 

As part of the First 5 Strategy to improve outcomes for children in Ireland from birth to age 

five, a commitment has been made by the Irish Government to at least double public 

spending on Early Learning and Childcare (ELC) and School-Age Childcare (SAC) in Ireland by 

2028. A new funding model is required to help ensure that this additional funding is used in 

the best way to deliver safe, high quality, affordable and accessible ELC and SAC which 

meets families’ diverse needs. An Expert Group was tasked to deliver a report containing 

proposals for a new funding model which includes the costs, risks and implementation plans 

for different options.2 

Frontier Economics was appointed as the Research Partnership for this Expert Group to 

provide research support and advice to the group. This report is the second in a series of 

working papers summarising the evidence in several key areas.  

An understanding of the range of models employed internationally to publicly fund ELC3 and 

SAC within marketised systems can provide a valuable menu of options to consider in 

designing a new funding model in Ireland. In addition, linking this knowledge with other 

information on the quality, use and impacts of ELC and SAC in other countries can provide 

indications of the benefits and drawbacks of different approaches, although it would be 

important to consider the international transferability to the Irish context of any 

conclusions. 

The aims of this paper are to: 

                                                        
2 The terms of reference for the Expert Group are available at https://first5fundingmodel.gov.ie/wp-
content/uploads/2020/01/Terms-of-Reference-1.pdf  
3 The term ECEC (Early Childhood Education and Care) is widely used in the international literature, but the 
term ELC (Early Learning and Care) is used here in place of ECEC in the original sources. Where the term ELC is 
used alone, it does not include SAC. The terms “childcare” or “child care” are widely used in the international 
literature to mean ELC and SAC and the use of the term “childcare” is maintained from original sources in 
order to avoid any confusion with the meaning. 



  
 

13 

 
 

 Provide a description of the range of approaches used to publicly fund ELC and SAC 

in seven jurisdictions (Canada (Ontario), England, France, Germany (Bavaria), the 

Netherlands, New Zealand and Norway).  

 Summarise the key features alongside those for Ireland.  

The seven comparison jurisdictions were selected on the basis that their early education 

systems include some form of childcare market. They were also selected to cover a range of 

contexts including public and private provision; split and integrated systems; centralised and 

decentralised governance structures, and levels of public funding and regulation. 

The scope of this report is to consider policies and programmes which seek to directly 

reduce the amount that parents pay for ELC and SAC.4 This excludes a wide range of 

programmes that may indirectly reduce these amounts, reduce payments for or support 

specific target groups,5 support the sustainability6 or expansion of provision (including 

market facilitation and capital funding7) or cover additional costs associated with particular 

policies.8 It also excludes support which aims to improve the quality of provision9 (including 

support for staff training10 and measures to enhance co-operative learning practices 

between providers). 

 

 

                                                        
4 The reason for this restriction is to ensure a manageable scope of work and report length. Indeed, the 
diversity of design and purpose of the range of programmes typically warrants specialised reviews for each 
area. 
5 Such as the Access and Inclusion Model in Ireland, which supports additional staff members to aid the greater 
integration and inclusion of children with additional needs. 
6 Such as Sustainability Funding in Ireland, which can be made available for community not-for-profit services 
which are having financial difficulty in certain circumstances. 
7 Such as the Capital Funding programme in Ireland. 
8 Such as the Programme Support Payments in Ireland, which aim to cover the additional time required to 
complete the administrative work and non-contact time preparation associated with the funding schemes. 
9 Such as the Better Start Quality Development service, 30 City and County Childcare Committees, and seven 
Voluntary Childcare Organisations in Ireland. 
10 Such as the DCEDIY Learner Fund in Ireland which is available to provide prospective support or 
retrospective recognition for participation in training and further study. 
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1.2  Methodology 

Relevant evidence sources on public funding for ELC and SAC in the eight jurisdictions 

covering English-language international data sources for European and OECD countries were 

identified. Country-specific evidence was used to supplement the international data where 

appropriate and available. These sources were reviewed and the relevant information 

collated into country-specific summaries (presented in Annex B), covering the key features 

of the public funding arrangements in each country and a selection of “funding outputs”.  

The review aimed to cover the following key features of public funding:  

 The stated objectives for the funding; 

 Which children and families are eligible: how funding varies by age and other 

characteristics of the child and by characteristics of the parents (such as income or 

work); 

 Which services are eligible: whether funding is only available for some types of 

provision (including state-run or private) and whether there are quality or other 

requirements;  

 The amount of support: use of “free” provision or subsidies; amount of free 

provision or proportion of subsidy; variations in amount of free provision or 

proportion of subsidy for different types of children or families or different types of 

provision; and 

 The method of delivery: use of supply-side or demand-side funding; method and 

timing of payment; number of streams of funding sources; governing structure 

(national department and/or local administration). 

Comparisons of the funding approaches across the eight jurisdictions were drawn and the 

patterns analysed for broad common approaches. 

Another aim of the review was to cover the following “funding outputs”: 

 Total amounts spent (as a proportion of GDP); 

 Distribution of spending across different ages and types of families and children; 
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 Proportion of different types of families and children who benefit from the funding; 

and 

 Distribution of delivery across different types of provider.  

However, there was insufficient evidence to construct these “funding outputs” and only the 

total amount spent as a proportion of GDP could be included.  

1.3  Caveat on the evidence 

It should be noted that the research for this report was undertaken prior to and during the 

COVID-19 pandemic and that some information may have subsequently changed as a result. 

1.4  Report structure 

The remainder of this report is structured as follows. Chapter 2 describes the scope and 

types of funding policies that are considered in this report. Chapter 3 summarises the 

context and broad approaches used in each jurisdiction and describes the variations used 

within each type of funding policy. The Annexes present the evidence sources and the key 

features of public funding for ELC and SAC for each of the eight jurisdictions. 
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2. Types of funding approaches 

This chapter describes the scope and types of funding policies that are considered in this 

report. The first section describes the three main categorisations of policies, while the 

remaining three sections explore more fully the distinctions in some categorisations. 

2.1  Categories of funding approach 

Policies which seek to reduce the amount that parents pay for ELC and SAC are categorised 

into three types: 

(a) Free hours or places: funding paid directly to providers in return for provision delivered 

free of charge to eligible children.  

(b) Subsidies: funding paid directly to providers for provision delivered to eligible children, 

sometimes coupled with conditions on provision including regulations on the fees that 

can be charged to parents.  

(c) Tax support: money paid directly to parents to reimburse them for ELC and SAC 

expenses.  

2.2  Free hours vs. subsidies and tax support  

Subsidies and tax support differ from the simple case of free hours or places in that they 

involve some sharing of costs with parents through a parental co-payment. This parental co-

payment may be important for three reasons. 

First, the co-payment for parents creates incentives for parents to consider value for money 

in their choice and use of ELC and SAC. This can lead to competitive pressures on providers 

to operate efficiently and also places a financial constraint on the amount or quality of ELC 

and SAC that parents choose to use, both of which may help to contain public spending.  

Second, the co-payment means that public support can be more finely tuned to different 

levels for different families. Although different numbers of free hours (for example, 

between those eligible and those not eligible, and between working and non-working 

parents) are used to vary the level of support, subsidies can provide a precise mechanism 
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for variation across a broad range of characteristics, including adjustments in response to 

changes in family circumstances. 

Third, co-payments typically require parents to participate in some type of application or 

assessment process even if they are completely exempt from any contribution. These 

assessments can create additional administrative burden for the provider relative to offering 

free places. 

2.3  Subsidies vs. tax support 

A distinction is typically made between supply-side subsidies (defined as those where the 

funding is paid directly to the provider) and demand-side subsidies (defined as those where 

money is paid to parents). Supply-side subsidies are so called because they are “supply led” 

with providers determining how subsidised hours are offered. Demand-side subsidies are so 

called because they are “demand-led” with parents deciding which providers and hours are 

subsidised. In order to reflect typical policy names, the term “subsidies” is used here to mean 

supply-side subsidies (funding paid directly to providers), and “tax support” is used to mean 

demand-side subsidies (money paid to parents).  

There are several broad features that tend to differentiate subsidies and tax support:  

 Subsidies can be lump-sum payments to providers or paid at per capita (per place) or 

hourly rates, while tax support is specific to the child and typically to the usage.  

 Subsidies can be fixed amounts paid to the provider (with parent fees set at levels to 

cover the residual cost) or as the residual required to cover the remaining costs after 

regulated levels of parent fees have been paid. Tax support is more typically related 

to affordability for different types of parents. 

 Subsidies may be paid up-front or in arrears (or a mixture). Tax support tends to be 

paid as reimbursements to parents and is often dependent upon actual amounts 

paid to providers. 

 Subsidies require parents to share information with the provider and for the 

provider to process this information. Tax support typically does not require such 
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information to be shared with providers, but it must be shared with a government 

agency which undertakes the processing. 

Some policies have “hybrid” characteristics that are typical of other approaches. For example, 

the National Childcare Scheme (NCS) in Ireland is a subsidy because funding is paid directly to 

the provider, but the amount of support is specific to the child; “the money follows the child” 

to the provider; and the process requires a parental application to government.  

The relative merits and drawbacks of subsidies and tax support cut along two dimensions: 

 If the co-payment is sufficiently large, tax support incentivises parents to seek the 

lowest cost option, creating competitive pressures for providers to operate 

efficiently, minimising delivery cost and any profit or surplus. Tax support also 

supports parental choice and encourages provision to meet parents’ needs.  

 On the other hand, subsidies support public control over provision quality, which is 

important if the public sector has better access to or understanding of information 

about the quality of provision. Subsidies offer greater accountability for the public 

expenditure in tracking what provision is used and the standards that should be 

applied.  

2.4  Refundable tax credits vs. tax deductions 

Tax support can be divided into two types: 

 Refundable childcare tax credits are repayments for ELC and SAC costs regardless of 

parents’ tax liabilities. They differ from benefit or welfare reimbursements only in 

the form that they are delivered and in that they are only available to parents who 

are working and filing tax returns.  

 Childcare tax deductions are a reduction in the amount of income subject to tax. In 

this case, the proportion of ELC and SAC costs that is reimbursed is the parent’s 

marginal tax rate (presuming that ELC and SAC costs do not exceed the amount of 

taxable income), which may be higher for higher income families.  
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3. Use of funding approaches in eight jurisdictions 

This chapter summaries the funding approaches to reduce the costs of ELC and SAC for 

parents. The first section provides some background context for the eight jurisdictions 

considered in this report. The second summarises the broad approaches across the eight 

countries, considering the patterns in relation to the contextual factors. The remaining three 

sections explore in greater depth the use of free hours, subsidies and tax support. 

Further details on the context and funding policies for each jurisdiction, together with the 

information sources, are provided in the Annexes. 

3.1  Background context 

Figure 1 presents a high level and brief summary of the governance, policy aims and 

structure of provision in each country.  

In terms of governance, ELC and SAC fall entirely under the auspices of a ministry or 

department of education at the top level in England, New Zealand and Norway, while policy 

in the two devolved jurisdictions (Ontario and Bavaria) are also led by education 

departments. Two countries (France and the Netherlands) have top level responsibility split 

between education and a department or ministry for social affairs and other related 

portfolios. Ireland is unique in having governance at the top level by a department 

specifically for children and youth affairs. 

Interestingly, the key policy aims (at least those identified in this brief review) do not differ 

by the type of governance. All jurisdictions include some element related to improving 

provision quality or the experience of the child, which is not surprising given that policy 

responsibility lies with departments of education, social affairs or children. Perhaps more 

unexpected is that the aims in all jurisdictions bar one (New Zealand) include objectives 

which support parental work, including reducing cost and improving parental choice. Only 

half have specific reference to reducing inequality or poverty, although this aim could be 

related to both supporting child development and parental work. 
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Figure 1: Summary of governance, policy aims and provision structure 

Country Governance Policy aims Provision structure 

Canada 
(Ontario) 

Devolved to provinces and 
territories.  
Education within Ontario. 

 Increase access 
 Increase parental choice 
 High quality, more 

affordable 

Private childcare for under 
age 4 and public 
kindergarten for age 4-5. 

England Education at top level with 
administration at local 
level. 

 Best start in life 
 Support working parents 
 Reduce inequality 

Mainly private under age 3 
and mix of private and 
public for age 3-4.  

France(1) Split between (1) social 
affairs and health for under 
age 3 and (2) education for 
age 3-5 at top level with 
role for local authorities. 

 Realise child’s full 
potential 

 Support parents 
 Reduce poverty 

Mainly private 
childminders and centres 
for under age 3 and mainly 
public kindergarten for age 
3-5. 

Germany 
(Bavaria) 

Devolved to Länder.  
Education within Bavaria. 

Not identified Mostly mix of non-profit 
and public crèches for 
under age 3 and 
kindergarten for age 3-5. 

Ireland Children and youth affairs 
at top level. 

 Improve child outcomes 
 Reduce poverty 
 Facilitate labour 

activation 
 Reduce ELC and SAC cost 

Completely private with 
large unregulated 
childminder sector for all 
ages. 

Netherlands Split between (1) social 
affairs and employment 
and (2) education, with 
some role for 
municipalities. 

 Support lifelong learning 
 Support access and 

choice for parents 

Mainly private centres and 
family care for under age 4 
and mix of public and non-
profit for age 4-5. 

New 
Zealand 

Education at the top level.  Increase participation 
 Improve quality 
 Promote collaboration 

Almost all private centre- 
and home-based provision 
for all ages. 

Norway Education at the top level 
with role for municipalities. 

 Support gender equality 
 Good child experience 
 Expand access and 

improve equality 

Mix of public and private 
kindergartens, almost all 
centres, for all ages. 

Sources: See Figure 6 in Annex A. 

Notes: (1) Attendance at public kindergartens from age three are now part of compulsory schooling.  
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On the other hand, the provision structure11 bears some relationship to the governance 

structure. The four jurisdictions with either a shared responsibility at the top level (France 

and the Netherlands) or with a devolved responsibility (Ontario and Bavaria) have split (or 

not fully integrated) provision structures, with primarily private ELC for younger children 

and a more important role for public provision for children from age three or four. The four 

jurisdictions with a single governing department at the top level (England, Ireland, New 

Zealand and Norway) have more integrated systems with a mix of private and public or only 

private provision. 

3.2  Patterns in funding approaches 

Figure 2 presents the eligible ages and any targeting for the use of each funding approach in 

the eight jurisdictions. This is ordered by the nature of the provision structure from split 

systems with predominant public provision at older ages to integrated ones with only 

private provision. It should be noted that this ranking does not imply any value judgement 

and is used only to highlight the patterns in relation to provision structure. A more detailed 

picture is presented in Figure 7 in Annex A. 

There is a distinct pattern in Figure 2 for the offer of support to build out from free hours to 

subsidies to tax support to increasingly broad age groups but within greater targeting within 

the age groups: 

 All jurisdictions offer free hours for the years preceding school entry. The offer of 

free hours is universal with the exception of a targeting towards low income families 

in Norway (and for children aged two in England). Subsidies and tax support tend to 

be offered to all ages of children or all ages of pre-school children. 

 All bar one jurisdiction (England) offer subsidies, but these are targeted towards low 

or lower income in three jurisdictions. 

                                                        
11 As noted in Section 1.1, the seven comparison jurisdictions were selected on the basis that their early 
education systems include some form of childcare market. Hence, all the countries have substantial private 
sectors. 
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 Refundable tax credits are offered in only half of the jurisdictions and tax deductions 

in less than half. With one exception, all are targeted to working parents. 

 Two jurisdictions (Ontario and Bavaria) offer support using all four approaches. This 

may be related to the devolved nature of the governance of provision (explored 

below). 

 Most (five of the eight) jurisdictions have a range of approaches to include at least 

one universal offer (within age group), one targeted to low income families and one 

targeted to working parents. Only France has entirely universal approaches and only 

New Zealand and Ireland do not have approaches solely for working parents. 

Figure 2: Patterns in funding approaches 

Country 
Free hours Subsidies 

Refundable tax 
credit Tax deduction 

Age Target Age Target Age Target Age Target 

France 3-5 (1) all all all - - - - 

Canada 
(Ontario) 

4-5 all all low 
income 

all working 
parents 

all working 
parents 

Germany 
(Bavaria) 5 all 1+ all 1-2 

low 
income all 

working 
parents 

Netherlands 4-5 all 2-4 
low 

income 
all 

working 
parents 

- - 

England 
2 low 

income - - all working 
parents 

- - 
3-4 all 

Norway 2-5 
low 

income 1-5 all - - all 
working 
parents 

New Zealand 3-5 all 0-5 
lower 

income 
- - - - 

Ireland 2-5 all 
0-3 all 

- - - - 
3+ low 

income 

Sources: See Figure 6 in Annex A. 

Notes: (1) Free hours in France are now part of compulsory schooling. All age ranges are approximate and actual ranges may 
differ by months within the years. 
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The division between free hours and the other three approaches to some extent reflects the 

division in purposes of funding for ELC and SAC:  

 Free hours focus on the pre-school period; are generally delivered in public and/or 

educational institutions rather than private provision; and are often offered for 

limited weekly hours and annual weeks. This reflects a primary aim of supporting 

child development and preparation for school for all children.  

 Subsidies targeted to low or lower income families with all ages of children, more 

typically for private provision and without limits on hours, reflect a primary purpose 

of reducing inequality by reducing costs and enhancing work incentives for these 

families.  

 Tax support targeted to working parents with all ages of children, more typically for 

private provision and without limits on hours, reflects a primary purpose of 

supporting parental work.  

However, it should be recognised that each funding approach also serves to support the 

other purposes. 

For five jurisdictions, it was possible to estimate the breakdown of the funding into the 

proportions spent on each approach:  

 In France, England, New Zealand and Ireland, the majority of funding (54%, 68%, 56% 

and 67% respectively ) was spent on free hours with the remainder spent on 

subsidies (or refundable tax credits in the case of England12).  

 In Ontario, the greatest share was spent on subsidies (44%), while the remainder 

was divided between free hours (29%), refundable tax credits (10%) and tax 

deductions (17%). 

                                                        
12 The amount spent on refundable tax credits in England includes that for Working Tax Credit, Childcare 
Vouchers and Tax-Free Childcare and omits that for Universal Credit, but it is reported that usage for Universal 
Credit is very low. 
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However, these figures should be treated with caution as the numbers are very approximate 

and the underlying sources are not completely reliable (and the figures only represent five 

jurisdictions).  

3.3  Free hours 

Figure 3 presents further detail on the offer of free hours in each of the eight jurisdictions.  

Figure 3: Summary of free hours 

Country Eligible children 
Weekly number 

of hours  
Eligible 

providers (1) 
Variations in 

funding (2) 
Funding as 
% of GDP 

France (3) Age 3-5 24 hours All (public) None 0.70% 

Canada 
(Ontario) 

Age 4-5 Full day All (public) None 0.14% 

Germany 
(Bavaria) 

Age 5 Place All None n/a 

Netherlands Age 4-5 Place All None n/a 

England 

Age 2 and low 
income 15 hours All None 

0.21% 
Age 3-4 

15 / 30 hours for 
non-working / 

working parents 
All 

By 
disadvantage 

Norway 
Age 2-5 and low 

income 20 hours All None n/a 

New Zealand Age 3-5 20 hours All (private) 
By quality and 

type 
0.33% 

Ireland Age 2-5 15 hours 

All (private) 
and approved 
educational 
programme 

Quality 0.12% (4) 

Sources: See Figure 6 in Annex A.  

Notes: (1) Specific to receipt of funding and in addition to any broad registration conditions or regulation. (2) Programmes in 
some countries also include additional support for children with additional needs such as the Access and Inclusion Model 
(AIM) in Ireland. (3) Free hours in France are now part of compulsory schooling. (4) Approximately equals 0.15% as a 
proportion of GNI (see footnote 17). n/a indicates not available. All age ranges are approximate and actual ranges may 
differ by months within the years. Funding as a % of GDP is calculated based on most recently available figures, which range 
from 2015 to 2019 (see Annex B for details). 
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The number of years that children may be eligible for free hours varies between one year 

and three years.13 Those offering free hours from the youngest age (two years old) tend to 

offer fewer free weekly hours (15 or 20 hours per week) than those offering free hours from 

age three (20 or 24 hours per week) or from age four or five (full day or simply a place).14  

The offer is universal in all bar two jurisdictions. In England, only two-year-olds from 

“disadvantaged families” are eligible for the free hours,15 while the offer in Norway for all 

ages of children is restricted to those in families with income below an annual limit. This 

suggests that equality objectives may be driving the provision of these free hours. However, 

free hours for three- and four-year-olds in England also depend upon whether parents are 

working (defined as an earnings minimum): all children are entitled to 15 hours each week 

(for 38 weeks), but children of working parents are entitled to an additional 15 hours each 

week to generate a combined offer of 30 hours per week.16 The objective of this extended 

offer is to encourage parents to work and to provide additional support if parents are 

working.  

In general, there are no restrictions on the types of providers which can offer free hours, 

and the provision used for free hours reflects the type that is available for the relevant age 

group (including public provision in France and Canada and private provision in New Zealand 

and Ireland). However, the offers in some countries include elements which seek to 

influence the type of provision offered: 

 There are restrictions on which providers can deliver free hours in Ireland: the free 

place can only be claimed in settings offering an approved educational programme 

(which goes beyond that required for registration) during funded hours. Moreover, 

                                                        

13 The 2018 Ontario budget announced that in 2020 Ontario would offer free full-day care from age two and a 
half. 

14 In England, the offer is roughly 15 hours per week from age two for non-working parents and 30 hours per 
week from age three for working parents. 

15 Disadvantaged means if their parents are in receipt of benefits (including in-work benefits) or they are 
disabled or in social care. 

16 The precise offer is 570 hours per year plus an additional 570 hours, and the hours can be spread over the 
entire year.  
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provision which has a room leader holding a degree commands a higher rate than 

the standard one for the free hours. Hence, the free hours are designed to promote 

higher quality of provision in Ireland. 

 New Zealand is another country where variation in the level of funding aims to 

support improvements in the quality of provision. The funding rates were developed 

from modelling based on an Operating Cost Survey of service providers, with 

different rates for different types of settings and additional funding linked to 

teachers’ pay rates. In order to encourage ELC settings to employ higher qualified 

staff and increase quality, public funding to settings is arranged by “quality funding 

bands” that reflect staff’s level of qualification and the ages of children in 

attendance. Currently there are four bands (0-24%; 25-49%; 50-79%; 80%+), 

although the abolition of a top band for 100% qualified teachers was controversial. 

 There is a slightly higher funding rate for three- and four-year-olds from poorer 

families in England (the Early Years Pupil Premium supplement), in recognition that 

these children may need an additional support. 

The final column in Figure 3 presents estimates of the proportion of GDP spent on free 

hours in each jurisdiction.17 The proportions are not so dissimilar across most of the 

jurisdictions, but the amount for France is notably higher. This may reflect a higher number 

of free hours (either per child or by a higher number of children) or a higher funding rate. 

However, there is insufficient information to identify the driving factor. 

There is limited other information about the free hours: 

                                                        
17 Given that the GDP measure overstates the level of income accruing to residents within Ireland to a 
substantially greater degree than in other countries (Department of Finance (Ireland) 2018), it is useful to 
consider adjusting the figure to be a proportion of gross national income (GNI) for Ireland. According to 
calculations using Eurostat data presented in the Department of Finance (Ireland) (2018, Figure 2), Ireland’s 
level of GNI is around one-fifth lower than the level of GDP . Using this estimate, the proportion in Figure 3 is 
approximately 0.15% of GNI and approximately 0.08% of GNI in Figure 4). For all other EU member states (with 
the exception of Luxembourg), the differences between GDP and GNI are fairly minor. Hence, the adjustment 
to GNI has little impact on the overall patterns in either Figure 3 or Figure 4. 
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 In some jurisdictions (such as England), the use of the hours is demand-led in the 

sense that the funding follows the child and parents determine the pattern of 

enrolment. 

 Take-up of the free hours is generally reported as being high (for example, in Ontario 

and Ireland and for three- and four-year-olds in England).  

 There are variations across jurisdictions in the additional charges that providers are 

allowed to make with free hours. Provision of free hours cannot be conditional on 

additional charges in England, but charges for catering and meals are allowed in 

Ireland and France. In New Zealand, providers can ask for donations and optional 

charges to cover costs of provisions not required by regulation. 

3.4  Subsidies 

Figure 4 presents further detail on the offer of subsidies in seven of the eight jurisdictions 

(England does not have such subsidies). 

In most of the jurisdictions, the offer of subsidies is universal for all children or all pre-school 

children. In some countries, eligibility for any support is targeted towards specific groups: 

 In the Netherlands, the early childhood education programmes (voorschoolse 

educatie) is for children aged two to four from disadvantaged backgrounds, or with 

Dutch as a second language or with special needs, who might otherwise lag behind in 

their language development. Municipal authorities decide which children are 

eligible. 

 In Ontario, family eligibility for fee subsidies is determined using a provincial income 

test that takes into account the family’s total childcare costs and family income. 

 In New Zealand, only children living in households with low or middle income are 

eligible for subsidised hours. 

 For children over the age of three in Ireland, only children in lower income families 

are eligible for the National Childcare Scheme (NCS). 
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Figure 4: Summary of subsidies 

Country Eligible children Eligible providers (1) 
Variations in level 

of support (2) 
Funding as % 

of GDP 

France All  All Income and provider 
type 

0.60% 

Canada 
(Ontario) 

All ages and low 
income 

Quality, salary, 
profit conditions 

Income 0.21% 

Germany 
(Bavaria) 

Age 1+ In childcare plan Migration status and 
deprivation 

0.65% 

Netherlands Age 2-4 and 
disadvantaged 

Private Income n/a 

Norway Age 0-5 Profit + wage 
conditions 

Income n/a 

New Zealand Age 0-5 and low / 
middle income 

All (private) Income and work 
status 

0.26% 

Ireland Age 0-3 All (private) Income and work 
status (3)  

0.06% (4) (5)  

Age 3+ and low 
income 

Sources: See Figure 6 in Annex A. 

Notes: (1) Specific to receipt of funding and in addition to any broad registration conditions or regulation. (2) In addition to 
variation by age and number of children. Work status can include whether in education or training or unemployed. n/a 
indicates not available. (3) Referrals for NCS subsidies can also be made for parents under the age of 18 to remain in 
education or training, for refugees, for homeless families, for children in need of additional care or protection, and for 
children at risk of development delay. (4) Figure is for CCS and Training and Employment Childcare (TEC) programmes, but 
public spending is expected to be higher under NCS. (5) Approximately equals 0.08% as a proportion of GNI (see footnote 17). 
Funding as a % of GDP is calculated based on most recently available figures which range from 2015 to 2019 (see Annex B 
for details). All age ranges are approximate and actual ranges may differ by months within the years. 

Even when eligibility for the offer is universal, the level of support is typically heavily 

targeted towards lower income families through the design of the income-related fees. With 

the exception of Bavaria, subsidies in all of the jurisdictions are designed to help address 

issues of inequality. 

In addition to income, subsidies may be targeted in other ways to address a range of more 

specific issues: 

 In Bavaria, providers are paid a lump sum for each child, which varies by age and 

attendance hours, but the rate is 30% higher for a child with a migration background 

to compensate for possible unequal educational opportunities, such as additional 

language support requirements. In Munich, additional funding is also available for 
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settings in socially disadvantaged areas, for more opening hours and for personnel 

shortages. 

 In New Zealand, children are eligible for a maximum of 50 hours of subsidised care 

per week if all parents (both parents in a couple or the lone parent) are working, 

studying or training or seriously ill or disabled. Otherwise, they are eligible for up to 

nine hours of subsidised care. 

 In Ireland, the targeted element of the NCS offers a higher subsidy rate for parents 

on lower incomes and more subsidised hours if parents are working, studying or in 

training. Children can also be referred for an NCS subsidy where childcare is needed 

on child welfare, child protection, family support or other specified grounds. Such 

referrals can be made for parents under the age of 18 to remain in education or 

training, for refugees, for homeless families, for children in need of additional care or 

protection, and for children at risk of development delay.18  

There are also some restrictions on which providers can offer subsidised provision and how 

provision is delivered: 

 Municipalities in the Netherlands select the most suitable programmes from among 

private childcare and playgroups.  

 In Ontario, all regulated services can receive subsidies, but some municipalities set 

their own criteria such as minimum quality ratings, specific targets involving salary 

scales or having non-profit incorporation. 

 In Bavaria, subsidised hours can only be delivered by providers who are part of local 

childcare plans.  

 In Norway, kindergartens in receipt of subsidies must operate at no more than 

reasonable profit and wages must be paid at the same or higher rates than municipal 

                                                        
18 NCS is currently replacing the Community Childcare Subvention (CCS) programmes and the Training and 
Employment Childcare (TEC) programme. The CCS programmes are also primarily aimed at supporting parents 
on a low income (in receipt of social welfare payments), but also include two streams to support refugees and 
families experiencing homelessness. The TEC offers subsidised places to parents on eligible training and 
education courses or returning to work. 
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settings. In addition, fees are regulated and are not permitted to exceed 6% of 

household income, with reductions of 30% for a second child and 50% for a third 

child.  

The conditions on profit and wages in Ontario and Norway are to help protect against wages 

being suppressed in order to increase profits, while the fee caps are designed to guard 

against subsidies pushing up the cost of childcare. 

The final column in Figure 4 presents an estimate of the proportion of GDP spent on free 

hours in each jurisdiction. There is substantial variation in the proportions, with the highest 

levels for France and Bavaria and the lowest for Ireland.19 As with funding for free hours, it 

is not possible to identify the drivers of this variation. 

There are two further observations about the design of subsidies: 

 There is a tendency to devolve the decision-making as well as implementation to 

lower levels of government. In Ontario, 47 local service system managers determine 

funding priorities and allocate funding to settings. In France, the decentralised 

Caisses des Allocations Familiales (CAFs) distribute family allowances and subsidies 

for childcare. As described above, municipalities in the Netherlands play an 

important role in the distribution of funding for the early childhood education 

programmes. This may bring a benefit in enhancing responsiveness to local needs 

but may also risk inequalities in provision across areas. 

 Second, as highlighted above, the systems often attempt to serve multiple objectives 

and can be complicated. For example, the systems in France and Ireland have several 

different allowances to help parents pay for care. In the case of Ireland, this is being 

addressed with the introduction of the NCS, which is bringing together a range of 

programmes into a single, streamlined and more user-friendly scheme.  

 

 

                                                        
19 See footnote 17. 
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3.5  Tax support 

Refundable childcare tax credits are repayments for ELC and SAC costs regardless of parents’ 

tax liabilities. They differ from benefit or welfare reimbursements only in the form that they 

are delivered and in that they are only available to parents who are working and filing tax 

returns. Childcare tax deductions are a reduction in the amount of income subject to tax. In 

this case, the proportion of ELC and SAC costs that is reimbursed is the parent’s marginal tax 

rate,20 which may be higher for higher income families.  

Figure 5 presents further detail on the use of refundable childcare tax credits and tax 

deductions in five of the jurisdictions (France, New Zealand and Ireland do not have such 

credits or deductions). 

Figure 5: Summary of refundable tax credits and tax deductions 

Country Approach(1) Eligible children Eligible 
providers(2) 

Variations in 
level of 

support(3) 

Funding 
as % of 

GDP 

Canada 
(Ontario) 

Refundable tax credit Working parents All Income 0.05% 

Tax deduction Working parents All None 0.08% 

Germany 
(Bavaria) 

Refundable tax credit 
Age 1-2 + lower 

income All None n/a 

Tax deduction Working parents All None n/a 

Netherlands Refundable tax credit Working parents All Income 0.24% 

England Refundable tax credit Working parents All Income 0.10% 

Norway Tax deduction Working parents All None n/a 

Sources: See Figure 6 in Annex A. 

Notes: (1) Combines sources in same category. (2) Specific to receipt of funding and in addition to any broad registration 
conditions or regulation. (3) In addition to variation by age and number of children. Work status can include whether in 
education or training or unemployed. n/a indicates not available. Funding as a % of GDP is calculated based on most 
recently available figures, which range from 2015 to 2019 (see Annex B for details). 

Aside from the unusual case in Bavaria, all credits and deductions can be used for all 

children with working parents for all types of provision.  

                                                        
20 This presumes that childcare costs do not exceed the amount of taxable income. 
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By design, the refundable tax credits in Ontario, the Netherlands and England are income-

related with declining rates of reimbursements for ELC and SAC expenses as income 

increases:  

 In Ontario, the Childcare Access and Relief from Expenses (CARE) refundable tax 

credit initially repays 75% of childcare expenses for family incomes below $20,000. 

This proportion gradually falls to zero for families with incomes above $150,000.  

 In the Netherlands, employers must reimburse one-third of childcare costs, while the 

tax authority payment varies from 0% to 63% of the total cost, dependent on 

parental income (so all parents pay at least 3.5%). In addition, the tax allowance 

reimbursement is subject to maximum hourly rates and a maximum of 230 hours per 

month per child (or 168 hours for out-of-school care). These hourly maximums are 

intended to help prevent the credit payments from pushing up childcare prices. 

 In England, the Working Tax Credit for lower income working families repays 70% of 

childcare expenses (up to a maximum amount) and is gradually reduced with each 

additional £1 of income. This is currently being replaced by a similar scheme in 

Universal Credit with a slightly higher proportion (85%) of childcare costs 

reimbursed. Tax-Free Childcare for higher income working parents operates through 

an online childcare account whereby the government adds an additional £2 for every 

£8 paid into their account, up to a maximum of £2,000 per child per year. The funds 

are then used to pay providers. 

With the exception of Tax-Free Childcare in England, the initial reimbursements are 

generous, with the proportion of repayment ranging from 70% to 96.5% for families on the 

lowest incomes. The lower proportion repaid in Tax-Free Childcare (20%) effectively extends 

the refundable tax credit at a lower rate for families on higher incomes. Hence, these 

schemes target support quite effectively, supplementing incomes and improving incentives 

to participate in work for lower income working families (possibly at the cost of reducing the 

incentives to work additional hours due to the withdrawal of the childcare reimbursement 

as earnings increase). 
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The Bavarian Child Care Allowance (Bavarian cribs money) is an allowance but fits the 

criteria of a refundable tax credit. It pays part of the cost for approved day-care centres for 

children aged one or two. Parents receive a subsidy of €100 per month per child, but the 

allowance is paid only to parents whose income does not exceed a certain income limit. 

In comparison to the refundable tax credits, tax deductions are generally simpler in design: 

 In Ontario, the federal-provincial Child Care Expense Deduction (CCED) allows 

households to claim childcare expenses to reduce their federal and provincial income 

tax payable.  

 Throughout Germany, two-thirds of childcare costs are deductible from parents’ 

income taxes up to a maximum of €4,000 per year. These costs can include fees for 

day care and kindergarten, for a nanny and for a babysitter, help with homework and 

benefits for caregivers. 

 In Norway, childcare expenses for day care, childminder or after-school provision for 

children under the age of 12 (or over age 12 with special needs) can be deducted 

against tax, up to a limit of NOK 25,000 for one child and an additional NOK 15,000 

for each child in addition to the first. 

The federal element in the tax deductions for Ontario and Bavaria may partly explain why 

these jurisdictions use all four funding categories. The tax deductions in themselves are 

likely to be regressive in their impact (they benefit higher income families more than lower 

income ones) because the reimbursed proportion is effectively determined by the parent’s 

marginal tax rate. However, by reducing childcare costs when parents are working, the 

deductions create some incentive for parents to work and may have sizeable benefits for 

those at the lower end of the income distribution by increasing work participation and 

thereby family income.   
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Annex A: Summary of evidence sources and funding overview 

In this annex, Figure 6 presents the evidence sources used for each jurisdiction while Figure 

7 provides an overview of the funding approaches and Figure 8 lists the family 

characteristics and provider conditions used to determine funding in each jurisdiction. 

Figure 6: Summary of the evidence sources by country  

Country (jurisdiction) Sources of evidence on funding approaches 

Canada (Ontario)  Financial Accountability Office of Ontario (2019a)  
 Financial Accountability Office of Ontario (2019b)  
 Friendly et al. (2018)  
 Howe et al. (2018)  
 Ontario Ministry of Education (2019) 
 Statistics Canada (2020) 

England  Britton et al. (2019)  
 Department for Education (2019a)  
 Department for Education (2019b)  
 Department for Education (2019c)  
 House of Commons Treasury Committee (2018)  
 Oberhuemer and Schreyer (2018)  
 Office for National Statistics (2019)  
 Stewart and Gambaro (2014)  
 Sylva et al. (2018)  

France  European Commission (2019)  
 European Commission (2020c)  
 Naumann et al. (2013)  
 Oberhuemer and Schreyer (2018)  
 OECD (2019b)  

Germany (Bavaria)  Bavarian Ministry of Economic Affairs, Regional Development and 
Energy (2014) 

 Bavarian Centre for Families and Social Affairs (2020)  
 European Commission (2019)  
 Hufkens and Verbist (2017)  
 Oberhuemer and Schreyer (2018)  
 OECD (2019a)  
 OECD (2019b)  
 Scholz et al. (2019)  
 Statistisches Bundesamt (2020) 
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Country (jurisdiction) Sources of evidence on funding approaches 

Ireland  Central Statistical Office (2020)  
 Department of Children and Youth Affairs (2019)  
 Early Years Hive (2020) 
 European Commission (2019)  
 Oberhuemer and Schreyer (2018)  
 Pobal (2019)  

Netherlands  Belastingdienst (2020)  
 European Commission (2019)  
 European Commission (2020a)  
 Hufkens and Verbist (2017)  
 Naumann et al. (2013)  
 Oberhuemer and Schreyer (2018)  
 OECD (2017)  
 OECD (2020)  
 Penn and Lloyd (2013)  
 Plantenga (2013)  
 Statistics Netherlands (2020) 

New Zealand  Brennan and Anderson (2014)  
 Ministry of Social Development (2020)  
 Ministry of Education (2019a)  
 Ministry of Education (2019b)  
 Ministry of Education (2019c)  
 Mitchell (2013)  
 OECD (2017)  
 Stewart and Gambaro (2014)  
 Wheaton and Harding (2017) 

Norway  European Commission (2019)  
 European Commission (2020b)  
 OECD (2017)  
 OECD (2019a)  
 Naumann et al. (2013)  
 Norwegian Tax Administration (2020)  
 Stewart and Gambaro (2014)  
 Wheaton and Harding (2017)  
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Figure 7: Summary of funding approaches 

 Approach(1) Eligible children 
Eligible 

providers(2) 
Variations in level of 

support(3) % GDP 

Canada 
(Ontario) 

Free hours Age 4-5 All (public) None 0.14% 

Subsidies 
All ages and 
income test 

Quality, 
salary, profit 
conditions 

Income 0.21% 

Refundable tax 
credit Working parents All Income 0.05% 

Tax deduction Working parents All None 0.08% 

England 

Free hours 
Age 2 and low 

income 
All None 0.03% 

Free hours Age 3-4 All Work status (hours) + 
disadvantage (rate) 

0.18% 

Refundable tax 
credit Working parents All Income 0.10% 

France(4) 
Free hours Age 3-5 All (public) None 0.70% 

Subsidies All All 
Income + provider 

type 
0.60% 

Germany 
(Bavaria) 

Free hours Age 5 All None n/a 

Subsidies Age 1+ In childcare 
plan 

Migration status and 
deprivation 

0.65% 

Refundable tax 
credit 

Age 1-2 and lower 
income All None n/a 

Tax deduction Working parents All None n/a 

Ireland 
Free hours Age 2-5 

All (private) + 
approved 

educational 
programme 

Quality 0.12% 

Subsidies All All (private) Income + work 0.06% 

Netherlands 

Free hours Age 4-5 All None n/a 

Subsidies 
Age 2-4 and 

disadvantaged or 
migration 

Private Income n/a 

Refundable tax 
credit Working parents All Income 0.24% 

New 
Zealand 

Free hours Age 3-5 All (private) Quality + type 0.33% 

Subsidies 
Age 0-5 and low / 

middle income 
All (private) Income + work status 0.26% 
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 Approach(1) Eligible children 
Eligible 

providers(2) 
Variations in level of 

support(3) % GDP 

Norway 

Free hours 
Age 2-5 and low 

income 
All None 

2.00% Subsidies Age 0-5 Profit + wage 
conditions 

Income 

Tax deduction Working parents All None 

Sources: See Figure 6. 

Notes: (1) Combines sources in same category. (2) Specific to receipt of funding and in addition to any broad registration 
conditions or regulation. (3) In addition to variation by age and number of children. Work status can include whether in 
education or training or unemployed. (4) Free hours in France are now part of compulsory schooling. n/a indicates not 
available. See additional notes for Figures 3 to 5. 

Figure 8: Overview of characteristics used to determine funding  
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Family characteristics 

Disadvantage         

Income         

Work status         

Migration         

Provider conditions 

Provider type         

Fee controls         

Additional charges         

Staff salary         

Staff quality         

Educational programme         

Profit         

 

Geographic variation         

Sources: See Figure 6 and working paper 4. 

Notes: The list of characteristics and conditions is not comprehensive: funding may also vary in more minor ways for 
additional characteristics and provider conditions which are not listed in the table. 
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Annex B: Description for each jurisdiction 

This annex summarises the key features of public funding mechanisms for ELC and SAC in 

each of the eight countries and jurisdictions. This summary includes the governance of 

policy decisions, a list of funding streams and descriptions of free places, supply-side 

subsidies and demand-side subsidies. The sources for this summary are listed in Figure 6. 

B.1  Canada (Ontario) 

Governance 

In Canada, the provinces and territories have full jurisdiction for education and childcare 

and there is no federal ELC and SAC policy or federal department of education or childcare. 

In Ontario, the Ministry of Education sets overall policy and regulations for the childcare and 

early years sector and licenses childcare providers (centre and home childcare providers) 

across the province. The Ministry states that it is “committed to increasing access to 

childcare, giving parents more choice, and making high quality programs more affordable” 

(Ontario Ministry of Education 2019, page 3).  

Provision types 

In Ontario, there is childcare for children under age four and kindergarten for children aged 

four and five. In 2019, 76% of licensed childcare centres were non-profit and 24% were for-

profit, while 90% of approved childcare homes were affiliated with non-profit agencies and 

10% with for-profit agencies. All kindergarten is publicly provided. 

Funding streams 

There are four sources of funding for parents in Ontario: 

 Free kindergarten places for children aged four and five 

 Subsidised childcare places 

 A refundable tax credit for working parents (the Childcare Access and Relief from 

Expenses (CARE)) 

 Tax deductions (Child Care Expense Deduction (CCED)). 
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Free places: kindergarten for children aged four and five 

Ontario is the only province in Canada which provides universal full-day kindergarten for all 

four-year-olds in junior kindergarten, in addition to a place in senior kindergarten for all 

five-year-olds. Attendance is voluntary, but uptake is high. School boards are also required 

to ensure provision of before- and after-school programmes for four- and five-year-olds. The 

2018 Ontario budget announced that in 2020, Ontario would develop no-fee (free) full-day 

childcare to all children aged two and a half years to junior kindergarten. It is estimated that 

kindergarten funding costs $1,240 million (based on an estimate of $930 million for the 

expansion from age two and a half years) or 0.14% of Ontario’s GDP. 

Subsidies: childcare 

The provincial government provides funding to 47 local service system managers to support 

licensed childcare in the province. These managers determine funding priorities and allocate 

funding to childcare services to offer subsidised fees to families. Family eligibility for fee 

subsidies is determined using a provincial income test that takes into account the family’s 

total childcare costs and family income, with no upper income cut-off. There are no set 

subsidy rates and Ontario permits subsidisation up to the full cost of the place, as 

determined by the service. However, some municipalities set maximum subsidies below the 

full cost of a place, while some pay “actual costs” based on services’ budgets. 

All regulated services can receive subsidised children. Some municipalities set their own 

criteria that services must meet to receive subsidised children, such as minimum quality 

ratings, meeting identified targets such as a salary scale or having non-profit incorporation. 

Eligibility does not guarantee a childcare subsidy and there can be long waiting lists for fee 

subsidies. In 2019, approximately 29% of children in licensed childcare centres received a 

subsidy and 68% in licensed home childcare. Children from lower income families are more 

likely to benefit from fee subsidies: while only 21% of all families with children earn a family 

income below $40,000, some 72% of children who receive fee subsidies live in families with 

incomes below this threshold.  

Childcare subsidies cost approximately $1,800 million in annual provincial funding in 2019 or 

0.21% of Ontario’s GDP. 
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Refundable tax credit for working parents 

The 2019 Ontario Budget announced the introduction of the Childcare Access and Relief 

from Expenses (CARE) tax credit. The CARE tax credit is a refundable tax credit designed to 

offset a portion of the cost of childcare for “working families, particularly families with low 

and moderate incomes”. The amount of claimable expenses is capped based on the number 

of children, the age and circumstances of the children, and the spouse’s income. The CARE 

tax credit benefit is income tested, starting at 75 per cent of claimable childcare expenses 

for family incomes below $20,000 and gradually falling to zero for families with incomes 

above $150,000.  

Average CARE tax credit benefits are expected to be relatively flat across family income 

groups. Lower income families generally spend less on childcare expenses and their 

claimable childcare expenses cannot exceed two-thirds of the lower income spouse’s 

earned income. In contrast, higher income families generally claim more expenses, but their 

benefit is reduced by lower CARE tax credit benefit rates. It is estimated that the CARE tax 

credit will offset approximately 10% of households’ childcare costs in 2019. Combined with 

the existing benefits from the CCED, approximately 26% of households’ childcare expenses 

will be offset through the tax system. 

Estimates of the cost of the CARE tax credit range between $390 and $435 million for 

2019/20 or 0.05% of Ontario’s GDP. 

Tax deduction 

The federal-provincial Child Care Expense Deduction (CCED) allows households to claim 

childcare expenses to reduce their federal and provincial income tax payable.  

In 2019, Ontario households are projected to reduce their personal income tax by roughly 

$700 million through the CCED (0.08% of Ontario’s GDP), of which $240 million is a 

reduction in Ontario personal income tax. 
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B.2  England  

Governance 

Overall responsibility for the planning and monitoring of ELC provision for children up to the 

start of compulsory schooling at age five (in practice, typically age four) lies with the UK 

Department for Education. Local authorities administer some funding at the local level and 

have duties to ensure that provision is sufficient and that providers comply with national 

standards. The three main goals for ELC policy are to provide every child with the best start 

in life; to support working parents; and to close the gap between disadvantaged children 

and their peers (2016 Childcare Act). 

Provision types 

There are two sub-sectors of ELC and SAC, each with different service providers, funding 

conditions and staffing requirements: the state-maintained sector and the considerably 

larger private, voluntary and independent (PVI) sector.21 

Funding streams 

There are three sources of funding for parents in England:22 

 Free places for children aged two to four (Free Early Education Entitlement) 

 Refundable tax credit for lower-earning working parents (Working Tax Credit / 

Universal Credit) 

 Refundable tax credit for high-earning working parents (Childcare Vouchers / Tax-

Free Childcare). 

Free places: free entitlement for children aged two to four 

There are three elements to the free early education entitlement:  

                                                        
21 In 2019, 20% of providers were for-profit, 12% were non-profit, 13% were school based (almost all public) 
and 54% were private childminders. Because of differences in the number of children served across the 
provider types, 46% of places were in for-profit, 18% in non-profit, 20% in school-based provision and 14% 
with childminders. 
22 There is a small fourth source providing a package of supports for childcare costs for parents in education. 
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 The two-year-old offer: “disadvantaged” two-year-olds are entitled to 570 hours per 

year (usually taken as 15 hours a week for 38 weeks) if their parents are in receipt of 

benefits (including in-work benefits) or they are disabled or in social care.  

 The universal offer: all three- and four-year-old children are entitled to 570 hours 

per year (usually taken as 15 hours a week for 38 weeks). 

 The extended offer: three- and four-year-old children with working parents are 

entitled to 570 hours per year (usually taken as an extra 15 hours a week for 38 

weeks23). Parents and their partners (if they have one) must both earn at least the 

equivalent of 16 hours a week at the national minimum wage or national living wage 

and not more than £100,000 per year. 

Funding for the free hours is paid from the Department for Education to local authorities, 

who have some discretion over the amounts paid to providers, subject to a national 

minimum. The funding essentially operates as a flat per child rate, with a higher rate for 

two-year-olds and the addition of a small premium for three- and four-year-olds from 

poorer families (Early Years Pupil Premium). 

All registered settings (including childminders) can deliver the free hours, and parents have 

free choice over which setting their child attends. The funding is paid directly to settings, so 

the free hours are generally considered a supply-side form of funding, but it is also demand-

led as parents determine the patterns of enrolment. Most children receive their free hours 

from private (PVI) providers rather than public providers: 86% for the two-year-old offer, 

65% for the universal offer and 80% for the extended offer. 

In 2019, 94% of three- and four-year-olds benefited from some free hours, while around 

one-quarter benefited from the extended free hours. It is estimated that around one-

quarter of two-year-olds benefited from the two-year-old offer. 

                                                        
23 Total weekly free hours are therefore 30 hours per week if taken over 38 weeks for children eligible for the 
extended offer and the policy is sometimes called “30 free hours”. 
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In 2018/19, government spending was £2,538 million (0.14% of GDP) on the universal offer, 

£768 million (0.04% of GDP) on the extended offer and £492 million (0.03% of GDP) on the 

two-year-old offer. 

Refundable tax credit for lower-earning working parents 

Under the childcare element of the Working Tax Credit, families with both parents (or the 

single parent) in work and with income below a set level (which varies according to families’ 

circumstances) can claim back 70% of their childcare expenses, up to a maximum subsidy 

(£531 per month for one child or £910 per month for two or more children). This is gradually 

being replaced with the roll-out of Universal Credit, which incorporates a more generous set 

of subsidy rates under which families can claim back up to 85% of their childcare costs, to a 

maximum of £646 per month for one child or £1,108 per month if they have two or more 

children. Under both schemes, the subsidy amount is reduced with each additional £1 of 

income. The subsidy can be claimed for children of any age who attend registered provision 

(including childminders). It can be claimed alongside take-up of the free hours, but not with 

Tax-Free Childcare (described in the next subsection). 

In 2017/18, government spending on the childcare element of the Working Tax Credit in 

England was £905 million (0.05% of GDP). The spending figure is not available for Universal 

Credit, but it is reported that usage is very small. 

Refundable tax credit for higher-earning working parents 

Until October 2018, employed parents could join the Childcare Vouchers scheme if it was 

offered by their employer, and existing recipients can continue to use the scheme if they 

remain with the same employer. Under the scheme, parents can take up to £55 a week of 

their wages as childcare vouchers, on which they do not pay income tax or National 

Insurance. Tax-Free Childcare was introduced in April 2017 as a replacement for Childcare 

Vouchers. Under the Childcare Voucher scheme, eligible working parents open an online 

childcare account and the government adds an additional £2 for every £8 they pay into their 

account, up to a maximum of £2,000 per child per year. Parents are then able to use the 

account to pay for childcare costs with a registered provider. The conditions for eligibility 

are the same as those for the extended free hours (parents earn at least the equivalent of 

16 hours a week at the national minimum wage or national living wage and not more than 
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£100,000 per year). Childcare payments can cover all children under the age of 12 (and 

children with a disability under the age of 17). Tax-Free Childcare can be received alongside 

the free hours, but not the Working Tax Credit, Universal Credit or Childcare Vouchers. 

Unlike the Childcare Vouchers, Tax-Free Childcare does not require employers to be signed 

up to the scheme and it also covers self-employed workers. 

In 2019, 89% of private for-profit providers, 77% of non-profit providers, 46% of school-

based providers (almost all public) and 72% of childminders had signed up to receive Tax-

Free Childcare payments. Around 8% of families with a child aged below five years had 

opened an account. 

In England in 2018/19, the government spent £695 million (0.04% of GDP) on Childcare 

Vouchers and £102m (0.006% of GDP) on Tax-Free Childcare. 

B.3  France 

Governance 

ELC and SAC services in France are governed by different public bodies, depending on age 

group. Early education for children aged three to six is part of the national education system 

and falls under the Ministry of Education, with some role for local authorities and 

communes (municipalities). ELC provision for children under age three comes under the 

jurisdiction of the Ministry of Social Affairs and Health, with communes (municipalities) 

having local responsibility for provision in cooperation with the local network of CAFs 

(Caisses des allocations familiales, or Offices for the Allocation of Family Allowances).  

The main aim of pre-primary education in the écoles maternelles is to support children in 

realising their full potential and to prepare them for school. The main aims of provision for 

children under age three are to strengthen support for parents who need childcare, to 

develop projects with parents and to use targeted funding for the prevention and fight 

against poverty. 

Provision types 

Childcare for children under age three is dominated by regulated childminders (assistantes 

maternelles) but home care and centre-based crèches and other group settings (e.g. jardins 
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d'enfants) are also available, created and managed, in the majority of cases, by local 

authorities or non-profit associations. From age three, children are mainly educated in pre-

primary schools (écoles maternelles), 85% of which are publicly provided, with the 

remainder mostly provided by subsidised non-profit organisations. The écoles maternelles 

are open for 24 hours a week and became compulsory in September 2019. Out-of-school 

and leisure-time facilities provide for children aged 2-11 during the substantial lunchbreak 

and out-of-school hours in both pre-primary and primary school settings. Fifty three percent 

of the out-of-school leisure centres are operated by non-profit associations. 

Funding streams 

There are two sources of funding for parents in France:24 

 Free places for children aged three to six in écoles maternelles 

 Supply-side subsidies for childcare.  

Free places  

From age three, children are legally entitled to be admitted to écoles maternelles free of 

charge. Some écoles maternelles are accessible from age two, particularly in socially 

disadvantaged areas. Local authorities charge for some expenses like catering and childcare 

after school hours. 

According to OECD estimates for 2015, public spending on pre-primary education amounted 

to 0.7% of GDP. 

Subsidies  

Childcare is partly financed by the national family allowance fund Caisse Nationale des 

Allocations Familiales (CNAF) and the decentralised Caisses des Allocations Familiales 

(CAFs). CAFS distribute family allowances and subsidies for childcare. The funding system for 

childcare is complicated, with several allowances to help parents pay for care. Day nurseries 

generally receive subsidies from CAFs to partly cover running costs, but parents also pay 

                                                        
24 It was ambiguous whether some sources might be categorised as demand-side subsidies, but there were 
reports that that all subsidies are supply-side funded in France. 
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income-related monthly fees. Parents who choose family day care as their preferred form of 

provision receive a monthly childcare allowance, which varies according to the status of the 

family day carer (childminder or a hired person taking care of a child at home), the child’s 

age and the parents‘ disposable income.25 

Parents pay an estimated 27% of costs of centre-based childcare for children under age 

three. Around a half of children under the age of three attend some form of formal ELC. 

According to OECD estimates for 2015, public spending on childcare amounted to 0.6% of 

GDP. 

B.4  Germany (Bavaria) 

Governance 

In Germany, the Federal Ministry for Family Affairs, Senior Citizens, Women and Youth is 

responsible for ELC and SAC at a central level. However, core competences are the 

responsibility of the Länder, which regulate ELC and SAC within the framework set out by 

national legislation and implement federal requirements. The Länder also have a responsibly 

to provide sufficient places in day nurseries or day-care centres to meet the legal right to 

day care for all children between the age of one and three. Municipalities are responsible 

for the organisation, provision and funding of services.  

Provision 

Traditionally in Germany, children under the age of three are looked after in crèches 

(Krippen) and children from the age of three up to starting school (at age six) in 

Kindergarten, but an increasing number of facilities offer care across all ages. In addition to 

centre-based ELC and SAC provision, there is also a system of regulated and publicly 

subsidised home-based care, which mainly caters for younger children (up to age three) but 

may also deliver part-time provision for older children. Some Länder provide pre-primary 

classes in the last year before primary school.  

                                                        
25 These are sometimes referred to as tax credits and it is not clear whether the tax credits are paid directly to 
the childminder or carer in the home or reimbursed to the parents. If reimbursed to the parents, these could 
be classified as demand-side subsidies. 
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All types of settings can be managed publicly or privately. Across Germany, around two-

thirds of centre-based childcare is run by voluntary child and youth welfare providers and 

one-third is managed by public local authorities. For-profit providers continue to have only a 

very small share of provision nationally (around 3%) but, in Bavaria, around 9% of children 

under the age of two in ELC are enrolled in for-profit provision, while the proportion is 

considerably higher in Munich (peaking at 33% in 2014).  

In 2015 in Bavaria, 28% of children aged under three and 94% of children aged three to five 

used some type of day care (including childminders).  

Funding streams 

There are four sources of funding for parents in Bavaria: 

 Free hours for children in the last year before primary school 

 Subsidies for ELC  

 Refundable tax credit for childcare expenses for children under the age of three 

(Bavarian Child Care Allowance)  

 Tax deduction for childcare costs. 

Free places for final pre-primary year 

Bavaria is one of six Länder where some years of childcare are free of charge and free places 

are offered in the last year before primary school. 

Subsidies  

Children are legally entitled to a publicly subsidised childcare place from age one. All 

recipients of child allowance and housing benefit are exempt from fees and the Länder can 

also use funds to relieve other families of fees. Local authorities administer funding: 

parents’ tax declarations are used by local authorities to determine the level of co-payment, 

which the parent pays directly to the provider while the local authority pays the remainder 

of the subsidy. Providers are only required to be part of local childcare plans. 

Across Germany as a whole, almost all centres for pre-primary and for children under age 

three receive government funding, while over 80% charge fees to parents. In Bavaria, 
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providers are paid a lump sum for each child, which varies by age and attendance hours, but 

the rate is 30% higher for a child with a migration background to compensate for possible 

unequal educational opportunities, such as additional language support. In Munich, 

additional funding is also available for settings in socially disadvantaged areas, for opening 

hours and for personnel shortages.  

According to OECD estimates for the whole of Germany in 2015, public spending on pre-

primary education amounted to 0.4% of GDP and public spending on childcare amounted to 

0.2% of GDP (for a total of around 0.6%). More recent information from Statistisches 

Bundesamt for Bavaria in 2019 indicates a similar total proportion of GDP of 0.65%, divided 

between 0.32% for spending at the Länder level and 0.33% for spending by the 

municipalities.  

Refundable tax credit: Bavarian Child Care Allowance 

The Bavarian Child Care Allowance (Bavarian cribs money) pays part of the cost for 

approved day-care centres for children aged one or two. Parents receive a subsidy of €100 

per month per child, but the allowance is paid only to parents whose income does not 

exceed a certain income limit.26  

Tax deduction 

Throughout Germany, two-thirds of childcare costs are deductible from parents’ income 

taxes up to a maximum of €4,000 per year. These costs can include fees for day care and 

kindergarten, for a nanny and for a babysitter, help with homework and benefits for 

caregivers. 

 

 

                                                        
26 Reports from Statistisches Bundesamt of the out-payments for Bavaria suggest that these payments could 
amount to 0.82% of GDP (0.37% for public and 0.46% for non-government) for children/youth welfare for child 
day-care centres and to 0.01% of GDP (almost entirely non-government) for childminding. It is not clear 
whether these are the correct allocations, although the expenditure amounts roughly correspond to €1,200 for 
each child under age three in Bavaria (pro-rating the German population number for children under age three 
to Bavaria by total population size). 
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B.5  Ireland 

Governance 

The Department of Children, Equality, Disability, Integration and Youth (DCEDIY) has the 

main responsibility for the statutory framework and binding rules relating to childcare. This 

department works in collaboration with the Department of Education and Skills in relation 

to curriculum and workforce development. There is also a local county level which assists 

ELC services with funding applications and improving the quality of provision. 

Policy has been guided over the last few years by a commitment to accessible, affordable 

and quality ELC and workforce development across the sector. The objectives of the most 

recent initiative are to improve outcomes for children, reduce poverty, facilitate labour 

activation and tangibly reduce the cost of ELC and SAC. 

Provision 

All ELC and SAC in Ireland is private and the majority of centre-based provision is for-profit: 

74% of settings were private and 26% non-profit in 2018/19. Funding comes from a 

combination of private (parent fees) and public sources (Department of Children, Equality, 

Disability, Integration and Youth funding schemes). All ELC and SAC centre-based services 

are required to register with Tusla, the statutory regulatory body. In addition, Ireland has a 

large, unregulated childminding sector which receives almost no funding from the state, 

although proposals are under consideration to move childminding into the mainstream of 

regulation and state support. While primary schooling only becomes compulsory when 

children reach age six, most children enrol in infant classes in primary schools at age four or 

five. 

Funding streams 

There are two sources of funding for parents in Ireland: 

 Free hours for children from age two years and eight months (Early Childhood Care 

and Education Scheme (ECCE)) 

 Subsidies (Community Childcare Subvention (CCS) programmes and the National 

Childcare Scheme (NCS)).  
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Free places: ECCE for children from age two years and eight months 

ECCE is a universal programme available to all children aged between two years, eight 

months and five years, six months, providing 15 hours per week free of charge for 38 weeks 

of the year. Since September 2018, all children are entitled to two full academic years or 76 

weeks. Parents generally only pay for meals or for additional hours of provision. It is 

estimated that up to 95% of children in the eligible age range take up their ECCE place. 

The free pre-school place allowance can be claimed in settings offering an approved 

educational programme during the funded hours. The state pays a capitation fee to 

participating ELC services. Providers receive either a standard hourly capitation rate or a 

higher rate for provisions with a room leader who holds a degree in ELC. Additional funding 

is available through the Access and Inclusion Model (AIM) programme to support children 

with additional needs to access the ECCE programme. About 3% of children using the ECCE 

programme benefited from this additional support in 2018/19.  

In 2018/19, 76% of the services contracted to offer the ECCE programme were for-profit, 

while the remaining 24% were non-profit (community services). Some 82% of all settings 

offered ELC (including 95% of for-profits and 84% of non-profits). 

The total value of approved ECCE contracts (including for AIM) in 2018/19 was €295 million 

(0.117% of GDP).  

Subsidies: Community Childcare Subvention (CCS) programme and the National Childcare 

Scheme (NCS) 

The CCS programme is primarily aimed at supporting parents on a low income (in receipt of 

social welfare payments), but also includes two streams to support refugees and families 

experiencing homelessness and a universal element which pays up to €20 per week for 

children aged from six months until they enter the ECCE programme. A child has to be under 

age 15 years and not enrolled on any other DCEDIY funding programme to be eligible. CCS 

can be used for provision in any registered for-profit or non-profit setting, but services need 

to have a CCS contract in place. The DCEDIY funds a portion of the costs (a subvention 

payment), while parents pay the remainder. In addition, the Training and Employment 
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Childcare (TEC) offers subsidised places to parents on eligible training and education courses 

or returning to work. 

These targeted childcare programmes are currently being replaced with the National 

Childcare Scheme (NCS), which is a single, streamlined and more user-friendly scheme which 

also covers wraparound care for pre-school and school-age children. The scheme provides 

subsidies to families with children aged between 24 weeks and 15 years who are attending 

any registered ELC or SAC service. Parents apply directly to the scheme for financial support, 

removing the need for any parental paperwork for providers. The programme contains two 

elements. The first is a universal subsidy for pre-school children not yet participating in the 

ECCE (free hours) programme of 50 cents per hour up to a maximum of 40 hours per week if 

parents are working, studying or training, or a maximum of 15 hours per week otherwise.27 

The second is an income-assessed subsidy (based on income, child’s age and number of 

children in the family) for all children aged between 24 weeks and 15 years, with any free 

ECCE hours deducted from the hours covered by the subsidy.  

Children can be referred for a NCS subsidy where childcare is needed on child welfare, child 

protection, family support or other specified grounds. Such referrals can be made for 

parents under the age of 18 to remain in education or training, for refugees, for homeless 

families, for children in need of additional care or protection, and for children at risk of 

development delay.  

In 2018/19, 68% of the services contracted to offer the CCSP element28 of the programme 

were for-profit, while the remaining 32% were non-profit (community services). Some 70% 

of all settings offered at least one element of the CCS programme (including 64% of for-

profits and 88% of non-profits). 

The total value of all contracts in the CCS programme and the TEC in 2018/19 was €144 

million (0.057% of GDP), but public spending for the NCS is expected to be higher. 

                                                        
27 It is planned that the standard hours will increase from 15 to 20  and the enhanced hours will increase from 
40 to 45 in September 2020. 

28 Other, smaller elements of the programme can only be offered by community (non-profit) providers. 
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Over the programme year 2018/19, nine in every ten children participated in at least one of 

the DCEDIY funded programmes (including ECCE, CCS and TEC). 

B.6  The Netherlands 

Governance 

The system of ELC and SAC in the Netherlands comprises two separate and partly 

overlapping sectors (childcare and education), for which two ministries share responsibility. 

The Ministry of Social Affairs and Employment covers centre-based private provision and 

regulated home-based care delivered by childminders, while the last two years of pre-

primary education in schools from age four comes under the remit of the Ministry of 

Education, Culture and Science. Municipal authorities are responsible for the inspection and 

monitoring of childcare provision in terms of compliance with regulations and legislation, 

while both the municipalities and the schools inspectorate are responsible for the 

administration and management of schools.  

There appear to be two themes in the aims for ELC and SAC policy. One is to support lifelong 

learning from an early age to enable individuals to reach their fullest potential. The other is 

to provide local access to services and freedom of choice for parents. 

Provision 

There is predominantly private market provision for children under the age of four: private 

childcare centres (of which 70% are for-profit), publicly subsidised playgroups and regulated 

family day care. Playgroups are, in principle, open for all children from age two to four, but 

they are mostly attended by children from socially disadvantaged backgrounds, children 

with a migration background or by children with imminent disabilities or potential 

developmental delays. Once children are four years old, they attend nursery classes in 

primary schools, of which 33% are state-maintained, 60% run by church-affiliated 

organisations and 8% by other private organisations. Education is compulsory from age five 

and primary education starts at age six. 

Funding streams 

There are three sources of funding for parents in the Netherlands: 



  
 

58 

 
 

 Free places in primary school nursery classes from age four 

 Subsidised places in playgroups for children aged two to four from disadvantaged or 

migrant backgrounds or with special needs 

 Refundable tax credit for childcare costs for parents who are working, studying or 

unemployed. 

Free places: nursery classes from age four  

The last two years of pre-primary education for four- and five-year-olds are offered free of 

charge in schools. 

Subsidies: targeted support for ages two to four  

Municipalities receive funding for targeted early childhood education programmes 

(voorschoolse educatie) for children aged two to four from disadvantaged backgrounds or 

with special needs, who might otherwise lag behind in their language development. 

Municipal authorities decide which children are eligible and select the most suitable 

programmes which can be delivered in childcare settings or playgroups. They are also free 

to decide on the level of parental fees in playgroups, and fees are usually income-related, 

although places are free in some areas. In some cases, parents receive an allowance from 

the municipality covering all or part of the cost.  

There is relatively little information on this programme because it is delivered at the 

municipal level. It is reported that the programme reached around 45,000 children in 

2018/19. 

Refundable tax credit for working parents  

In 2005, public subsidies for private provision of childcare were redirected from local 

authorities to parents with the aim of increasing parental choice and stimulating the 

operation of market forces so that childcare providers would respond to parents’ wishes in 

an efficient way. Parents who are working, studying or are unemployed now pay the full 

childcare costs and are compensated by the tax authorities and employers. Employers must 

reimburse one-third of childcare costs for each of their employees (and pay a proportion of 

their wage bill to the government to cover childcare costs), while the tax authority payment 
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varies from 0% to 63% of the total cost, dependent on parental income (so all parents pay at 

least 3.5%). In addition, the tax allowance reimbursement is subject to maximum hourly 

rates (€8.17 for day care, €7.02 for out-of-school care and €6.27 for childminders in 2020) 

and the actual hourly cost charged by the childcare provider is often higher. The allowance 

is also for a maximum of 230 hours per month per child (or 168 hours for out-of-school 

care). 

Around 649,000 children were reported to be using the childcare allowance in 2015, 

amounting to roughly 70% of the population of children under age 11. 

It is reported that spending on the childcare allowance in 2015 was €2,148 million (0.24% of 

GDP), with €1,056 million paid by government and €1,092 million by employers.29 The 

shares of costs were estimated to be 38% paid by parents, 40% by employers and 22% by 

the government (Hufkens and Verbist 2017).  

B.7  New Zealand 

Governance 

New Zealand has an integrated ELC and SAC system, offering a set of programmes that unify 

education and childcare services under the auspices of the Ministry of Education. All funding 

is administered by the central government and the national level holds all responsibilities 

for ELC and SAC financing, minimum standards, curriculum development and monitoring. 

In 2002, the government’s “Pathways to the Future” strategic plan for early childhood 

education was underpinned by a vision for all children to participate in quality early 

childhood education, no matter what their circumstances. The goals were to increase 

participation, improve quality and promote collaborative relationships between ELC and SAC 

services and parents, other health and social services and schools. 

Provision 

                                                        
29 Figures from Statistics Netherland (2020) report that €2,717 million was spent on day-care social benefits in 
2018, in line with the amount reported for 2015. However, the description of day-care benefits is not 
consistent with the introduction of the scheme in 2005: “Childcare is an income-related benefit under the 
Childcare Act, with the aim of also enabling children to receive childcare for lower incomes. The Childcare 
scheme was introduced in 1995”. 
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Almost all provision is private. There are five main types of ELC settings, which are broadly 

split between centre-based provisions (including education and care services for zero- to 

five-year-olds and kindergartens for two- to five-year-olds), playcentres for zero- to five-

year-olds, and home-based education and care for zero- to five-year-olds. In addition, there 

are Māori language nests providing integrated ELC in te reo Māori, the Māori language. In 

2019, licensed Early Childhood Education (ECE) services were 57% education and care, 14% 

kindergarten, 9% playcentre, 10% home-based and 10% Kōhanga Rao. 

Funding streams 

There are two sources of funding for parents in New Zealand: 

 Free hours: 20 hours ECE for children aged three to five 

 Subsidies for children under age six in low and middle income families. 

Free places: 20 hours ECE  

Children aged three to five have access to 20 hours ECE, which can be taken in community-

based and for-profit settings, including home-based services. Children can use up to six 

hours per day of the free 20 hours. Services are not allowed to charge fees for the hours, 

but they can ask for donations and optional charges to cover costs of provisions not 

required by regulation.  

The funding rates for the free hours were developed from modelling based on an Operating 

Cost Survey of service providers, with different rates for different types of settings and 

additional funding linked to teachers’ pay rates. In order to encourage childcare settings to 

employ more highly qualified staff and increase quality, public funding to settings is 

arranged by “quality funding bands” that reflect staff’s levels of qualification and the ages of 

children in attendance. Currently there are four bands (0-24%, 25-49%, 50-79%, 80%+) and 

the abolition of a top band for 100% qualified teachers was controversial. 

In 2018/19, public spending on 20 hours ECE was $998 million (0.33% GDP). 

Subsidies  

The Childcare Subsidy is a payment that helps families with the cost of pre-school childcare 

and also aims to assist parents to undertake and remain in employment, education or 
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training. The subsidy is not designed to fully cover the cost of provision and providers are 

free to charge parent fees.  

Children under the age of six30 living in households of low or middle income are eligible for a 

maximum of 50 hours per week of subsidised care if all parents (both parents in a couple or 

the lone parent) are working, studying or training, or seriously ill or disabled. Otherwise, 

they are eligible for up to nine hours per week of subsidised care. The hourly subsidy rate 

depends upon family size and income, beginning at $5.31 for one child and gross weekly 

income below $800, tapering to nothing at an income of $1,400 (in April 2020). All subsidies 

are paid directly to the childcare provider. 

In 2018/19, public spending on the Childcare Subsidy was $426 million for children aged two 

and over and $375 million for children aged under two (together amounting to 0.26% of 

GDP) 

Outputs 

The average proportion of income the providers receive from the combined government 

funding for 20 Hours ECE and the Childcare Subsidy is 75% for education and care, 90% for 

kindergartens, 93% for Kōhanga Reo, 58% for home-based and 77% for playcentres. 

Enrolment in ELC is relatively high compared to the OECD average, which is attributed to 

both initiatives. In 2019, attendance rates at licensed ECE services were 95% for four-year-

olds, 90% for three-year-olds, 69% for two-year-olds, 64% for one-year-olds and 16% for 

children under age one 

B.8  Norway 

Governance 

The Ministry of Education and Research is responsible for administering all ELC programmes 

for children up to the age of six. The national authority is responsible for legislation and 

regulation, setting minimum standards for both publicly and privately managed settings. 

                                                        
30 More precisely, the eligibility requirement is children (a) under age five or aged five and going to a cohort 
entry school or receiving Child Disability Allowance and (b) attending an approved early childhood programme 
for three or more hours each week (including home-based care). 
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Municipalities are responsible for the development and supervision of private and municipal 

kindergartens and administer the block grants from the state.  

ELC and SAC policy has been driven by a mixture of aims: by the needs of female 

employment (reflected in the 2003 amendment to the Day Care Act, which legally obliged 

municipalities to provide sufficient early years services) and by a strong child-orientation to 

ELC that is part of Norwegian culture (reflected in the 2005 Kindergarten Act stipulating that 

ELC should offer valuable experiences for children). Both national and municipal 

governments have also made efforts to expand access and support equality of participation, 

particularly for low income and minority-language families. 

Provision 

Norway has a fully integrated ELC system for all children from age one to school entry at age 

six. A legal entitlement to a place in ELC grants universal access to 41 hours of ELC per week 

to all children. 

Two types of settings are in place: kindergartens and family kindergartens, both of which 

are regulated and can be managed publicly or privately. More than 98% of children enrolled 

in ELC attend kindergartens and fewer than 2% are in family kindergartens. Around half of 

settings are public and half private. 

Funding streams 

There are three sources of funding for parents in Norway: 

 Free hours for children in low income families 

 Subsidies with fee controls 

 Tax deduction for childcare expenses. 

Free places: 20 hours for children in low income families  

Children aged two to five from low income families are eligible for up to 20 hours free of 

charge per week. The yearly income limit in 2018 was NOK 533,500, approximately €50,000. 

Subsidies with fee controls  



  
 

63 

 
 

Public and private kindergartens are financed by municipalities and fees from parents, with 

about 85% of the funding coming from the municipalities. Municipalities pay a grant based 

on a rate per child, with the rate for private kindergartens based on average operating costs 

per child in the public kindergartens within the municipality. 

To better target low income families, a regulation was introduced in 2015 stating that the 

maximum annual fee paid by parents shall not exceed 6% of the family income. If the fee 

exceeds 6% of household income, the excess amount is covered by the national government 

rather than by municipalities. The national regulations also stipulate reductions of 30% of 

the annual fee for a second child and 50% for a third child. Other discounts are offered for 

families in need.  

The subsidies often have conditions including that kindergartens must operate at no more 

than reasonable profit and that wages must be paid at the same or higher rates than 

municipal settings (to prevent wages being suppressed to increase profits). 

Demand-side subsidies: tax deductions for childcare expenses  

Childcare expenses for day-care, childminder or after-school provision for children under 

the age of 12 (or over age 12 with special needs) can be deducted against tax, up to a limit 

of NOK 25,000 per month for one child and an additional NOK 15,000 per month for each 

child in addition to the first. 

Outputs 

In 2017, almost all children aged three to five were enrolled in ELC. In addition, 56% of 

children under age three participated in ELC, which is 20 percentage points higher than the 

average enrolment rate for this age group across OECD countries. 

Total expenditure on ELC services was equal to 2% of GDP in 2016.  

 


