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“I was so happy when my boy turned three and we got free nursery education. 
I decided to try and move him from the childminder to a nursery, where he 
could get the free hours. But I could not find a place with any vacancies. The 
local nursery and the school were both full, so I’m still with the childminder, so 
no free hours for him and a big bill for me.” (Mother, South London)

Childcare provision is a crucial part of a modern state’s 
infrastructure: it enables parents to work, improves 
children’s outcomes and helps narrow the gap 
between disadvantaged children and their peers. The 
importance of childcare is now recognised and over 
the last 20 years there have been many policy changes 
that have aimed to make childcare more affordable 
for families, through free early education, tax credits, 
vouchers and the new tax-free childcare scheme. Most 
recently, the Government has announced that it will 
double the hours of free early education for three and 
four year olds, with working parents offered 30 hours 
per week by 2017.  But over the years officials and 
decision-makers  have given less attention to the other 
side of the childcare conundrum - the availability of 
childcare. Today, shortages of early education places 
in some areas are putting the Government’s new 
childcare plans in jeopardy.  

Do we have enough 
childcare?
The Childcare Act 2006 requires local authorities in 
England and Wales to secure sufficient childcare as 
far as is ‘reasonably practical’ for working parents 
and those undertaking work-related training. Local 
authorities are also obliged to have regard for disabled 
children and make sure  there are enough free early 
education places. Councils also have to audit their 
supply of childcare and assess whether it meets local 
demand. 

Despite these duties, our research shows that 57 per 
cent of local authorities in England and 82 per cent in 
Wales had insufficient childcare for working parents in 
2015. Moreover, childcare shortages have not improved 
in recent years and they are almost always worse in 
deprived areas. 

Percentage of local authorities with insufficient childcare 
for different groups 2012-2015

2012 
England

2015 
England

2012 
Wales

2015 
Wales

For working 
parents

54% 57% 50% 82%

For parents 
of disabled 
children

88% 79% 94% 91%

Sources: Family and Childcare Trust Annual Childcare Costs Survey 
2012 and 2015

Analysis of 2015 data in England and Wales showed 
that out of the 136 councils who audited their supply: 

 ► 49 local authorities lacked places for two year olds 
who qualify for free early education 

 ► 32 local authorities had shortages of places for 
three and four year olds who qualify for free early 
education. 

 ► 46 local authorities lacked after-school childcare

 ► 39 local authorities lacked holiday childcare

How can gaps be filled?
As well as assessing supply and demand, legislation 
in England and Wales requires that local authorities 
fill the gaps in childcare. The majority of childcare is 
provided by the private and not-for-profit sectors. 
Local authorities are only the provider of last resort, 
but they do have some tools to stimulate childcare 
markets in their area. Actions they can take include 
business advice to providers, sharing information about 
demand with providers and help with the planning 
process. Some local authorities provide capital and 
revenue funding to help new or expanding providers. 
However, the approach taken by local authorities to 
filling gaps varies considerably. Today, consistency and 
good practice in childcare market management have 
been hindered by local authority budget cuts and by a 
lack of guidance on good market management from 
central government.

Executive summary
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Executive summary

Recommendations for change
These gaps mean that children are missing out from 
early education provision that is meant to help their 
learning and social development. Parents are also 
losing out as shortages of childcare mean that they 
may be restricted in the type of jobs they can take, 
or in some cases they may not be able to work at all. 
As shortages of childcare are most acute in deprived 
areas, it is disadvantaged families that are most likely 
to be affected by gaps in provision.  In the long-term 
we recommend that childcare becomes a legal 
entitlement for parents, bringing it in line with a right 
to a school place.  But there is much that central and 
local government can do in the short-term which will 
increase the availability of childcare. To make sure 
that families can get the childcare they need and 
the Government is able to deliver on its promise, we 
recommend that the Department for Education and 
the Welsh Government:

 ► publish detailed guidance on the completion of 
childcare sufficiency assessments and childcare 
market management, which should include a clear 
definition of childcare sufficiency. 

 ► make sure that the funding review looks at the 
funding from the Government to local authorities 
and to providers from local authorities, as well 
as cover capital and revenue funding to ensure 
adequate and fair funding of early education 
places.

 ► hold local authorities to account if they fail to 
monitor and publish childcare data by making it 
a requirement in order to receive funding for the 
extended free childcare offer.

 ► introduce a legal entitlement to childcare from the 
end of parental leave, bringing it in line with the right 
to a school place. 
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Introduction

“It’s impossible to find childcare over half-term or in the summer holidays round 
here. My husband and I can manage for a few weeks by splitting our holiday 
leave, but we haven’t got grandparents who live nearby to help out. It is the 
long summer holidays that are a big problem, as the only schemes round here 
are for little ones. Last year I had to take unpaid leave, which we can’t afford to 
do again.” (Mother, Bristol)

Childcare provision is a crucial part of a modern state’s 
infrastructure: it enables parents to work, improves 
children’s outcomes and helps narrow the gap 
between disadvantaged children and their peers. This 
essential service also enables businesses and public 
services to function. Without childcare provision that 
is both affordable and convenient, the skills of working 
parents are lost and families are forced to depend on 
benefits, rather than contribute to the economy as tax-
payers. 

The importance of childcare is now recognised by the 
main political parties in all parts of the UK. Over the 
last 20 years there have been many legislative and 
policy changes that have aimed to make childcare 
more affordable, as well as increase its availability 
and quality. Parents now receive help with their 
childcare costs through free early education provision, 
through tax credits and childcare vouchers. Over the 
course of this Parliament, childcare will become more 
affordable through the introduction of the tax-free 
childcare scheme - in autumn 2015 - and increased 
support through Universal Credit, covering 85 per cent 
of childcare costs from April 2016, up from 70 per 
today. The new Government has also committed to 
increasing free early education in England to 30 hours 
per week for the children of working parents.  

These are welcome initiatives, which will make a real 
difference to the lives of families in all parts of the 
UK. But taking action on childcare affordability is only 
one aspect of fixing a childcare system that does not 
function effectively in many parts of the UK. There are 
also gaps in provision that are not being filled by market 
mechanisms. In 2015 just 43 per cent of English local 
authorities had enough childcare for working parents, 
a trend that has not changed over the last four years 
(Table Six). In summary, there is insufficient childcare in 
many parts of the UK. These gaps in provision impact 
on parents’ ability to work. In some cases, a lack of 
childcare provision in the location it is needed prevents 
parents from returning to work or taking up a new job. 
In other cases, a shortage of childcare provision stops 
parents from extending their hours and increasing the 
family income.

At the Family and Childcare Trust we believe that the 
patchy nature of provision is the forgotten childcare 
problem that has not been addressed by successive 
governments. But now is the opportunity to change 
this. Given how important childcare is to all of us, 
getting it right should to be a key objective of the new 
Government.
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Policy background

Working parents with children use many different forms 
of childcare, with their choices dependent on factors 
including income, parental employment patterns, 
childcare availability, parental preferences and the age 
of their children. The 2012-2013 Childcare and Early 
Years Survey of Parents, covering England, suggested 
that 78 per cent of families with children aged 0-14 
years used childcare, with 59 per cent of them paying 
for it (Department for Education, 2014b). The same 
statistics indicated that during the reference weeks of 
the survey, some 10 per cent of parents used a day 
nursery, with about 92 per cent of them run by private 
or not-for-profit sector in England (Department for 
Education, 2014a). A further 5 per cent of families 
sent their children to a pre-school, or used a sessional 
crèche, both of which offer part-time provision. 
Some 10 per cent of families sent their children to 
nurseries attached to primary schools, or to nursery 
schools. This public sector provision mostly runs during 
term-time and is usually for children over the age of 
three. Another 5 per cent of families use registered 
childminders. 

When children start compulsory education, parents 
may use out-of-school and holiday clubs.  In England, in 
2013, some 6 per cent of families with children under 
15 used breakfast clubs and 36 per cent used after-
school clubs (Department for Education, 2014b). Over 
half (56 per cent) of after-school childcare is run by 
private or voluntary sector organisations, although 
40 per cent is now run by schools (Department for 
Education, 2014a). Over the last three years since 2011, 
more schools have set up their own out-of-school 
childcare, an issue that we examine in greater detail 
later in this report. Other families use childminders to 
pick up their children after school. 

Children of secondary school age still require some 
care and supervision, particularly during the school 
holidays, although activities for this age group are not 
usually described as childcare in everyday speech. 
Instead parents of 11-14 year olds may use arts, sports 
and leisure activities as de facto forms of childcare. 

Other families rely on informal – unregulated - 
childcare, with over a quarter of families (27 per 
cent) using grandparents care during term-time 
(Department for Education, 2014b). ‘Shift-parenting’ 
is another caring strategy, where parents work at 
different times and share care between them. Both 
informal childcare and shift-parenting are used to fill 
gaps in formal childcare provision, although this is not 
an option for all families (Rutter and Evans, 2012). 

Expanding provision in 
England: 1990-2004
Childcare is essential for families, but until recently 
many parents in found it difficult to find it. As late as 
1990, there were just 59,000 nursery places in England 
and Wales, compared with 1.7 million places today.  
Out-of-school childcare was even scarcer, with just 
350 clubs and 5,000 places in England and Wales in 
1990 (New Opportunities Fund, 2003). But female 
employment increased steadily throughout the 1980s 
and this, as well as campaigning by activists, forced 
the Government to look at how it could increase 
the supply of formal childcare. The current duty on 
local authorities to ensure sufficient childcare can be 
traced to the Children Act 1989, which introduced an 
obligation on councils in England and Wales to provide 
daycare for pre-school children ‘as is appropriate’ and 
to review provision periodically. This was not intended to 
establish a legal entitlement to childcare but to provide 
a framework for increasing childcare places. 

The 1989 duty was revised following the publication 
of Meeting the Childcare Challenge, the first national 
childcare strategy in 1998 (Department for Education 
and Employment, 1998). The 1998 green paper 
promised free part-time early education for all four 
year olds as well as an expansion of out-of-school 
places. Crucially, Meeting the Childcare Challenge set 
out a detailed roadmap for the increasing the supply of 
childcare in England and Wales, by: 

1. Stimulating the childcare market by the parent 
(demand-side) subsidies such as tax credits.

2. Start-up grants and subsidies to cover capital 
and revenue costs for the expansion of existing 
provision. The Neighbourhood Nursery Initiative, 
running between 1998 and 2004, provided 
grant-funding to set up 1,400 nurseries offering 
45,000 early education places in deprived areas. 
It provided capital investment of almost £128 
million, as well as  revenue funding of £240 million 
to subsidise running costs for three years on 
a tapering basis (Smith et al, 2007). The New 
Opportunities Fund was UK-wide initiative  which 
by 2004 had helped set up 555,340 places in after-
school and holiday clubs (Cheshire, 2004).
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Policy background

3. Legislation requiring local authorities to give a 
strategic lead to develop local childcare markets. 
The School Standards and Framework Act 1998 
amended the Children Act 1989 and introduced 
the principle that local authorities should as far as 
possible provide ‘sufficient’ childcare in order to 
better match supply with demand. This legislation 
also introduced a duty on local authorities to 
produce annual Early Years Development Plans 
which set out how the sufficiency duty would be 
met.

The Childcare Act 2006
The Government published a further childcare strategy 
in 2004. Choice for parents, the best start for children, 
committed the Government to making childcare more 
affordable, through increases in Working Tax Credit 
Support and extending free early education provision 
to 15 hours per week in England. The 2004 strategy also 
paved the way for the Childcare Act 2006and today’s 
sufficiency duties.  This legislation codified private and 
not-for-profit sector involvement in childcare provision 
as it only allows local authorities to be the ‘provider of 
last resort’ where no other organisation is able to fill 
gaps in provision. This means that the public sector has 
a small role in delivering childcare: in England in 2013 
92 per cent of daycare provision and 57 per cent of 
after-school clubs were run by the private or not-for-
profit sector (Department for Education, 2014a).

Section Six of the Childcare Act 2006 requires local 
authorities in England to secure sufficient childcare 
as far as is ‘reasonably practical’ for working parents 
and those undertaking work- related training. It also 
specifies that local authorities have regard for the 
childcare needs of parents receiving working tax 
credits or those that have a disabled child. In order to 
ensure they have sufficient childcare, local authorities 
need to know about any gaps they might have. In 
England, regulations require that that local authorities 
audit their supply of childcare and to see if it satisfies 
parental demand. These audits have to be carried out 
annually and should include an action plan to show 
how gaps will be filled. This should also make:

 “specific reference to how [local authorities] are 
ensuring that there is sufficient childcare available 
to meet the needs of: disabled children; children 
from families in receipt of Working Tax Credit 
or Universal Credit; children with parents who 
work irregular hours; children aged two, three 
and four taking up early education places; school 
age children; and children needing holiday care” 
(Department for Education, 2014c).

Childcare sufficiency in Wales

Wales

While the Childcare Act 2006 also covers Wales, 
different sections of this legislation apply. Regulations 
and guidance relating to childcare sufficiency are 
different in Wales to England.

Section 22 of the Childcare Act 2006 requires local 
authorities to secure sufficient childcare for working 
parents ‘so far as is reasonably practicable’.  In 2014, 
the Welsh Government consulted on introducing 
a requirement for local authorities to produce a 
sufficiency assessment every five years (in line 
with the five year local government planning cycle 
in Wales), with a three-year ‘refresh’ and annual 
updates.

As a consequence of the initiatives described above, 
there has been an expansion in the overall number 
of childcare places (Table One). It can be seen from 
Table One that the increase in places has not been 
experienced evenly among different types of provider. 
Places in day nurseries and after-school clubs 
have increased, whereas there has been a drop in 
childminder, pre-school and sessional crèche provision, 
mostly as a consequence of parental preferences 
for full-time group-based childcare. But a fall in 
childminder numbers is a problem for parents who 
need flexible forms of childcare, as childminders can 
often offer care outside normal office hours. 
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Table One: Numbers of registered childcare places, 2006 and 2013

2006 2013 Percentage change 
2006-2013

Day nurseries 544,200 796,500 +46%
Pre-schools and sessional creches 278,300 249,900 -10%
Childminders 272,600 226,400 -17%

Sources: Childcare and Early years Providers Surveys, 2006, 2011 and 2013

What is wrong with 
the present legislative 
framework?
Despite legislation that is meant to ensure there is 
sufficient childcare, both parents and local authorities 
report gaps. The 2013 Childcare and Early Years 
Survey of Parents suggested that 10 per cent parents 
of children under two did not use nursery education 
because providers were full.  For families with school-
aged children the same survey indicated that 22 per 
cent found it difficult or very difficult to find holiday 
childcare. The Family and Childcare Trust’s annual 
childcare costs surveys uses local authority data to 
map shortages of childcare which showed that in 2015 
just 43 per cent of local authorities in England had 
enough childcare for working parents (Table Six).

There are a number of reasons why these gaps 
have not been filled. First, not all local authorities are 
undertaking childcare sufficiency audits. This is not a 
problem in Wales, but 38 local authorities in England 
have not undertaken annual childcare sufficiency 
reports since 2013 (Figure Two).  Additionally, not all 
childcare sufficiency reports examine the supply and 
demand for all types of childcare, with out-of-school 
and sessional childcare ignored in several childcare 
sufficiency reports. Childcare sufficiency assessments 
need not be lengthy or elaborate exercises, but if local 
authorities and providers have little knowledge about 
the supply of and demand for childcare, they cannot 
effectively intervene to fill gaps in provision.  
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Figure Two: Local authorities in England undertaking annual childcare sufficiency reports since 2013
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Childcare sufficiency reports also require a consistent 
definition of sufficiency, so local authorities can use this 
reference point to judge if they have enough childcare. 
But there is no agreed definition of sufficiency in law or 
statutory guidance (Office for Public Management, 2008).  
A further shortcoming of childcare sufficiency reports is 
that not all of them have effective action plans attached 
to them and there is no consensus about good market 
management. We believe central government needs 
to offer more detailed guidance on the completion of 
childcare sufficiency reports and action plans and hold to 
account those local authorities who fail to audit supply and 
demand or undertake effective market management. 

Financial challenges
But there are other, more deep-rooted reasons that 
gaps in childcare provision are not filled. First, most 
childcare is provided by the private and not-for-profit 
sectors. Successive governments have relied on the 
regulated free market to fill gaps in provision. The 
Childcare Act 2006 only allows a local authority to be a 
provider of last resort where no other organisation fills 
a gap. Yet there may be many situations where private 
and not-for-profit providers do not step in and fill gaps. 
The childcare market is bound by rules to determine its 
quality. These requirements, rightly, influence minimum 
costs for providers. But most for-profit childcare providers 
operate on low profit margins that are highly sensitive to 
small changes in income or outgoings (Department for 
Education, 2012b). Not-for-profit providers experience 
similar sensitivity as they need to maintain an operating 
surplus. In some cases, it does not make sense from 
a business perspective to expand into a new area or 
expand provision.

Difficulties securing capital funding and credit may also 
put off new investors and prevent existing providers from 
increasing their places. In England previous ring-fenced 
funds to expand childcare have either not been extended 
or absorbed in the Dedicated Schools Grant, without the 
protection of a ring-fence. For example, the Extended 
Schools Fund, which ran to 2011, has now been absorbed 
into the Dedicated Schools Grant. Notionally, school 
capital funding streams are also available to expand early 
years’ places within the maintained sector. But at present 
there is no earmarked capital funding or start-up grants 
available for out-of-school and holiday childcare. Outside 
the two year old offer it is also difficult for childminders, 
private and not-for-profit providers to access capital 
funding or start-up grants.  Given this, the Family and 
Childcare Trust recommends that central government 
make some capital and initial revenue funding available 
to enable providers to start-up or expand provision in 
areas where there are gaps. 

The revenue funding system for free early education 
can also exacerbate gaps in provision, most acutely in 
England. Here, central government allocates money 
to local authorities through the Early Years’ Block of 
the Dedicated Schools Grant. For two year olds, the 
funding that the government gives is based on a flat 
hourly rate per child (£4.85), supplemented by an area 
cost adjustment in places where wages are higher.  But 
for three and four year olds, the funding level from the 
Department for Education is largely determined by 
historical precedent. But there are big disparities in the 
money from the government, which range between £9.17 
per hour (Camden) to £3.24 per hour (Solihull). (The 
average rate in England is £4.51 per hour). 

Local authorities then distribute Department for Education 
funding through their School Forums, which use their 
own funding formulae to allocate money to providers. 
Differences in these local formulae mean that providers 
receive different amounts of money to deliver free early 
education. The highest amount from local authorities 
to private and not-for-profit providers is £5.23 per hour 
in Bradford and the lowest amount for private and not-
for-profit providers is £3.24 per hour in Shropshire. The 
difference between Bradford and Shropshire amounts to 
£1,134 per year for private and not-for-profit providers, a 
different which will affect the ability of existing providers 
to break even or to expand. Differences in funding rates 
will also impact on the business decisions to set up new 
provision in particular areas.  A fairer funding system for 
free early education would make it easier to fill gaps 
through market mechanisms. It is for this reason that the 
Family and Childcare Trust is calling for reform to the early 
education funding system. 

But perhaps the most important reason there has been 
little progress in addressing gaps in provision is that at a 
time of pressures on budgets, ensuring sufficient childcare 
has not a priority for either local authorities or central 
government. There are no sanctions for local authorities 
that fail to assess the supply and demand for childcare, 
nor are local authorities held to account if they fail to fill 
gaps. This is an unsatisfactory situation, particularly as 
shortages of childcare are jeopardising the ability of the 
Government to deliver on the ambitious programme of 
extending free early education. The Family and Childcare 
Trust calls on the Department for Education and the Welsh 
Government to enforce the sufficiency duty and support 
local authorities to fill gaps in provision. In the long-term we 
would like childcare to become an entitlement, in a way 
that schools places are an entitlement. While there may 
be a need for revenue and capital funding, the alternative 
is parents leaving the labour market because childcare 
is not available. This represents a loss in tax revenue and 
skills, often set alongside increased benefit payment - a 
powerful argument for investing in childcare provision.
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“I use childcare in the school holidays, mainly just to give me a break from 
caring from my daughter who is disabled and be with my youngest child.  
But this year the only scheme that I could find was 16 or 17 miles away.  
I would have had to drive my daughter there, come back home then go back 
later, so that is nearly 60 miles just for six hours of care. “  
(Mother of disabled child, West Midlands)

As already noted, local authorities in England and 
Wales regulations require that to assess whether they 
have sufficient childcare. Figure Three uses data from 
the gap analyses and executive summaries of these 
childcare sufficiency assessments and sets out the 
most acute gaps in childcare in England and Wales. It 

should be noted that as local authorities use different 
definitions of ‘sufficiency’, their assessments are not 
fully comparable. Nevertheless, Figure Three does 
highlight overall trends, including differences between 
England and Wales.

Figure Three: Numbers of local authorities reporting shortages of particular types of childcare in CSA reports 2013-2015
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While Figure Three highlights serious shortages of free 
places and out-of-school childcare, it should be noted 
that within any given local authority there are often 
significant differences in the supply of childcare places. 
Some areas may be over-supplied or have enough 

childcare to meet local demand, while other areas may 
be under-supplied. It is usually the more deprived areas 
that have less childcare supply. These local differences 
mean that childcare sufficiency assessments are 
always undertaken at local authority ward level.
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Mapping the gaps in childcare provision

It can be seen that the biggest gap in England are 
places for two year olds who quality for free early 
education. The 40 per cent most income deprived 
two year olds (and certain other vulnerable children) 
are now entitled to part-time free early education, set 
at 570 hours per year. Although this entitlement was 
phased in, English local authorities have had to find 
276,000 part-time places. A number of them achieved 
excellent results, but Figure Three indicates nearly a 
third of local authorities are struggling to find places, 
most frequently because there is a spatial mismatch 
between supply and demand. The greatest demand 
for places is in poorer areas where there are the 
highest concentrations of eligible children. But there 
is less nursery provision in these deprived areas, as 
providers find it more difficult to break even. Gaps have 
also been caused because some nurseries and pre-
schools report not being able to recruit the staff they 
need to expand their settings.   A shortage of space in 
urban areas has sometimes prevented new nurseries 
from being set up, or existing provision from expanding. 

Figure Three also shows that in 21 English local 
authorities there are shortages of free early education 
places for three and four year olds. This is an issue of 
concern, given that free early education for three and 
four year olds is meant to be a universal entitlement. 

In contrast just one local authority in Wales reported 
shortages of free places for three and four year olds 
and none for two year olds. This may be because there 
is much school-based provision for three year olds in 
Wales compared with England. Additionally, revenue 
funding to deliver free early education for two year olds 
is set at a much higher rate in Wales (£7.05 per hour, 
compared with £4.85 per hour in England). 

There are also shortages of childcare that are common 
to England and Wales, in particular, out-of-school and 
holiday childcare. While the numbers of places in after-
school clubs has grown dramatically and many more 
schools run their own clubs, some 46 local authorities in 
England and Wales are still reporting a shortage of this 
type of childcare.  

Holiday childcare is another significant shortage (Figure 
Three). Unlike after-school childcare where there is a 
significant involvement of schools, holiday childcare 
is largely delivered by the private and not-for-profit 
sectors, with providers needing to break even (Figure 
Four).  Additionally, holiday childcare providers do not 
have the security of having regular users – parents 
tend to book places at short notice and for one or 
two weeks of the school vacation. This means that 
providing holiday childcare can involve business risks 
and may be financially unsustainable.

Figure Four: Ownership patterns of after-school and holiday childcare in England, 2013
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Mapping the gaps in childcare provision

Specialist provision
Figure Three shows continued shortages of specific 
types of childcare: for disabled children, those living 
in rural areas and for parents with atypical work 
patterns. (Parents who work outside informal office 
hours or at irregular intervals who cannot use informal 
childcare need flexible care such as that offered in 
sessional creches, by childminders and registered 
home carers (Rutter and Evans, 2012)). A local 
community might almost reach market saturation for 
mainstream childcare, or there might be services that 
meet mainstream needs, but no specialist provision. 
Private and not-for-profit sector providers may not 
see extended hours, sessional provision or ‘at home’ 
services as being sufficiently profitable to justify offering 
these services. The continued shortage in childcare for 
disabled children is another example where private and 
not-for-profit providers are not filing gaps. 

Childcare in deprived areas
Analysis shows that there are fewer childcare places 
per head of population in the less prosperous parts 
of the UK and where parental employment is lowest. 
Figure Five uses Census 2011 data on parental 
employment and shows that there is a strong positive 
correlation (Pearson 0.66) between levels of parental 

employment in specific local authorities and under-
fives childcare places in the private and not-for-profit 
sectors in England. In summary, there is a tendency 
for there to be more childcare where high proportions 
of parents are working and need and can pay for 
childcare.  

Common to both England and Wales and a root 
cause of gaps in provision are the financial difficulties 
experienced by many childcare providers in deprived 
areas. This is because parents are less able to pay 
for childcare, or purchase extra hours on top of their 
allocation of free early education. Existing providers, 
in turn, may find it harder to break even or expand 
provision and new providers may be deterred from 
entering the market. It is significant to note that many 
of the large national chains have little or no presence in 
the less prosperous parts of the UK. 

Where there are pockets of deprivation in otherwise 
prosperous local authorities, some parents may be able 
to travel to areas where there is more childcare. But in 
parts of the UK where poverty and worklessness are 
more widespread, there is often a broader shortage 
of childcare places. For example, in Hartlepool – a 
deprived local authority - there are just 33 registered 
places per 100 children, compared with 57 places in 
Wokingham. Working parents in deprived areas may 
face much less choice and real shortages.

Figure Five: Under fives childcare places in private and not-for-profit sectors per 100 children 0-4, mapped against 
parental employment in English local authorities, 2011
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Mapping the gaps in childcare provision

Trends over time
Looking back over time there is little evidence to show 
that gaps in provision are narrowing as the childcare 
market matures. These market failures are why local 
authorities need to intervene. The Family and Childcare 
Trust believes that local authorities should be given the 
means to close the gaps in childcare provision where 
there is market failure, including expanding the public 
sector and providing grant funding to cover start-up 
and running costs in disadvantaged areas. 

Table Six: Percentage of local authorities with insufficient 
childcare for different groups 2012-2015

2012 
England

2015 
England

2012 
Wales

2015 
Wales

For working 
parents

54% 57% 50% 82%

For parents 
of disabled 
children

88% 79% 94% 91%

Sources: Family and Childcare Trust Annual Childcare Costs Survey 
2012 and 2015
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Childcare market management

As well as assessing supply and demand, legislation in 
England and Wales requires that local authorities fill 
gaps in childcare supply, so that parents have access 
to sufficient childcare, where reasonably practical. How 
they do this varies considerably, and local authorities 
have not been assisted in this task by guidance from 
central government.

In England, local authorities are required to produce 
annual childcare sufficiency reports which should 
include an action plan to guide local authority officers 
in their work to fill gaps. Not all of these annual reports 
have detailed action plans; many are simply statements 
of intent to fill gaps in a particular area.

Local authorities are also facing considerable 
pressures, caused by year-on-year budget cuts and 
a smaller workforce. There are no ring-fenced budget 
lines to enable local authorities to expand supply. 

These factors, and the absence of guidance means 
that local authorities are not empowered to fill gaps 
in supply. An exception to this has been the expansion 
of part-time free early education to the 40 per cent 
most deprived two year olds in England. As some local 
authorities struggled to find sufficient childcare, the 
Department for Education made an extra £108 million 
funding for providers and used a team of advisers to 
help local authorities expand provision. We feel that the 
experiences of this programme in relation to ensuring 
sufficient childcare need to applied to all areas of 
childcare provision.

Despite these shortcomings, there are good 
examples that show how the sufficiency duty can be 
implemented meaningfully in the current policy and 
funding context. Below, we outline one example from 
Calderdale, although there are other examples we 
could have used.

Case study: Calderdale Council
Calderdale Council1 produces a detailed annual childcare sufficiency report that stands as an example of 
good practice. Unlike many local authorities, the council has retained an in-depth analysis based on a credible 
methodology and produces a detailed action plan drawing on this analysis. 

The substance of the report is built around two key features: a robust methodology for identifying gaps in provision 
and an area-based approach to action planning. The Council has developed eight sufficiency indicators, each with 
at least one measure. These are:

1. Sustainability (For example, the percentage of vacant places)

2. Flexibility (For example, the percentage of providers open from 7am to 7pm year round)

3. High quality (For example, the percentage of early education settings that are graduate-led)

4. Inclusivity (For example, the percentage of settings that are confident to take children with disabilities)

5. Affordability (For example, the percentage of take up of the childcare element of Working Tax Credit)

6. Information/knowledge (For example, the percentage of parents responding to marketing postcards/letters)

7. Number of places (For example, the ratio of places available per child)

8. Range/type (For example, the number of childcare enquiries about unmet need)

Each indicator is given a weighting and contributes to an overall sufficiency score that allows comparisons between 
areas. The council is therefore both able to identify specific issues in each indicator area and form a strategic picture 
of performance across the local authority.

The second feature of the report is the division of the local authority into children’s centre ‘reach’ areas. This helps 
to ensure that the sufficiency assessment and planning takes place in the context of the local authority’s wider 
early years’ strategy. Using well-defined geographical areas means that the early years’ team can form a coherent 
analysis of access challenges, for example, transport problems, and identify potential solutions.

Each area assessment is translated into an action plan. For example, in one area the council identified a lack free 
early education places for two year olds. The council responded by offering capital funding to create more places, 
and training childminders to fill gaps in provision. 

1 www.calderdale.gov.uk/education/childcare/care-providers/funding-financial.html.
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Childcare market management

Overall Calderdale’s childcare sufficiency assessment is one of the few to successfully integrate a robust monitoring 
process with active local authority support for the childcare market. Perhaps most importantly, the assessment 
reflects an ongoing engagement with the childcare market rather than a one-off annual exercise. The council has 
a coherent strategy to understand and respond to the childcare needs of families, communicates this strategy to 
childcare providers and demonstrates a responsive approach to improving local provision as far as possible within its 
resources. 

Market management
Looking at practice in high performing local authorities, 
there are a number of ways local authorities can 
address gaps in childcare provision. These include:

 ► ‘Light touch’ measures such as brokerage, 
information and advice offered by Family 
Information Services. Broadly, the more information 
and knowledge parents have about local childcare 
options, the more effectively the market should 
operate. The local authority role is also critical in 
promoting the take-up of financial help through tax 
credits, which, in turn, helps to promote demand for 
childcare.

 ► Engagement with childcare providers. This may 
range from bringing providers together to highlight 
gaps, giving start-up or business advice and 
sharing information about demand to promoting 
partnerships, for example between schools or 
housing associations and private or voluntary 
childcare providers. Some local authorities support 
childminders through childminder networks, which 
provide professional advice, subsidised training and 
mentoring.

 ► Limited direct support for providers, such as 
subsidised training, rent or business rate amnesties, 
the identification of suitable premises, free premises, 
smoothing the planning process and small grants 
for adaptations.

 ► Capital funding for existing or new providers to 
enable them to expand places.

 ► Revenue funding used to support provision in 
areas where it is not financially sustainable, usually 
because there is an insufficient proportion of 
working parents. 

Childcare market management is usually the 
responsibility of a fourth or fifth tier local authority 
officer, usually working in the children’s services 
department. Yet some aspects of childcare market 
management require high level decision-making 
in departments other than children’s services, for 
example, granting business rate amnesties to new 
providers. One lesson learned from the two year old 
free early education offer is that high-level managerial 
support is often a key to successful childcare market 
management. 

The Childcare Act 2006 prevents local authorities in 
England from providing childcare directly, except as 
a last resort. Aside from this ‘provider of last resort’ 
stipulation, the limitations on what local authorities 
can achieve through these mechanisms are primarily 
financial. Funding reductions, the loss of ring-fencing 
and the policy aim of reducing the amount of early 
years funding that is ‘centrally retained’ (that is not 
passed directly to providers) now limit the scope for 
local authorities to actively influence local childcare 
provision.
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The need for action

If I get a job and it says ‘9 to 5.30’ I can’t do it, because I’ve got to pick my little 
girl up from school that finished at 3.30. I’ve lost out on that job because I can’t 
find a club with places that picks up from the school . This happens all the time. 
I went for an interview yesterday and I got there and there was loads of people 
there and I got down to the final eight and everything and she was like ‘yeah 
because obviously, you’re going to have to do eight  o’clock starts’ and all this 
like and I’m just thinking well, I just literally can’t do it (Mother, London).

Over the last 20 years there have been many policy 
interventions to help families with their childcare costs 
and make this vital service more affordable. Much 
less attention has been given to the availability of 
childcare. But this  report shows that that in many parts 
of England and Wales there are severe and persistent 
shortages of childcare, most acutely, free early 
education places, out-of-school and holiday childcare. 
There are also gaps in provision for more specific types 
of childcare: for parents with atypical work patterns, or 
sessional care for student parents. 

Where there are insufficient free early education 
places, children are missing out from the support 
that is  meant to help their learning and social 
development. Shortages of nursery places will mean 
that the Government will find it difficult to implement 
its ambitious plans to extend free early education to 30 
hours per week for the three and four year old children 
of working parents. Given that these shortages are 
disproportionately in deprived areas, the families  who 
are missing out are more likely to be disadvantaged. 

These gaps prevent parents from working and families 
from moving out of poverty. Parents are losing out 
as shortages of childcare mean that they may be 
restricted in the type of jobs they can take, or in some 
cases they may not be able to work at all. The impacts 
on parents of these gaps vary – higher income parents 
may be able to adapt by changing hours of work, 
travelling further. However, a shortage of convenient 
local childcare and no available transport may be a 
further barrier to work for low-income or low-skilled 
parents who may simply drop out of the labour market 
(Vincent and Ball, 2006). 

In summary, it is disadvantaged families that are 
missing out most from a lack of childcare. This is a 
strong argument for prioritising childcare sufficiency. 
In the short-term, UK governments can strengthen the 
sufficiency duty and close gaps in childcare provision 
by:

 ► Establishing a clear definition of childcare 
sufficiency, including specific measurable indicators.

 ► Publishing updated statutory guidance for local 
authorities on assessing childcare sufficiency 
and on effective childcare market management, 
including clarifying where it is appropriate to expand 
the public sector where the market fails to address 
gaps in provision.

 ► Reviewing funding formulae for free early education 
in England to ensure that the proposed funding 
review for free early education in England enables 
childcare providers to be financially sustainable 
and not be deterred from expanding places by 
inequalities in funding levels

 ► Identifying resources to address gaps in childcare 
provision, including grant-funding to cover start-
up and expansion costs and revenue funding to 
support flexible provision in the most disadvantaged 
areas.

 ► Repeal the stipulation that local authorities are only 
the provider of last resort, to enable a greater role 
for the public sector in filling gaps in provision.

 ► Holding local authorities to account if they do not 
assess sufficiency or take action to address gaps in 
childcare, by collating and publishing performance 
data and intervening where local authorities 
persistently fail to meet statutory duties.

But the current legislation does not establish an 
entitlement to childcare. The most effective long-term 
means of closing gaps in provision would be to legislate 
for an entitlement and establish a funding stream 
that supports local authorities and providers to deliver 
this entitlement. Our long-term recommendation is 
that childcare should become a legal entitlement for 
parents in all parts of the UK, bringing it in line with a 
right to a school place. Only then can we ensure that 
families do not miss out because access to childcare is 
denied.
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