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• a desirable mix of provision based on provider type (e.g., an increasing NFP share of provision) and 
age mix of children; inclusion and access for all children and families, and especially for cohorts of 
children and families most likely to benefit; and  

• services are affordable for families and sustainable for tax-payers.  

The current objectives of the Child Care Subsidy (CCS) system reflect the Jobs for Families Package 
introduced in 2018, where the primary objective was to increase parental workforce participation. This 
included a deliberate policy objective to reduce access to ECEC for children in families with insecure work, 
children in single income couple households and children in jobless families, with the CCS halving access to 
early education for these children and families. The complex activity test was designed to create an 
incentive for parents to work more hours or enter the workforce, however, successive evaluations have 
shown this has failed, with the result that the lowest income families now face the highest cost barriers and 
bear the full cost for the hours of ECEC they need at a rate far higher than more advantaged families. 4  This 
was confirmed by the ACCC (Sept report, pg 24) and reflects our experience where over 2,000 children in 
low income, low activity families dropped out of our early learning services between July 2019 and July 
2022. The current activity test is working against the stated policy objective, especially for the lowest 
income families and is acting as a barrier to parents entering the workforce or working more hours. 

The evidence about the benefits of early education, especially for children experiencing vulnerability, and 
the evidence of the economic and social benefits from investment in early education5 has continued to 
grow since the CCS commenced. As have the expectations of families and employers and the value they 
place on high quality ECEC. This means the current stated objectives are not aligned with the evidence 
about what delivers the best returns for children, families, governments or taxpayers.  

Draft recommendation 2: Considering, consulting on and simplifying the CCS 

Draft recommendation 2 – The ACCC recommends further consideration and consultation on changes to 
the Child Care Subsidy and existing hourly rate cap mechanism, to simplify their operation and address 
unintended consequences, including on incentives and outcomes. 

  Support    Do Not Support   Unsure / No View 

Position: 

Support in principle, noting proposed changes to sub-recommendations below. 

Draft recommendation 2 (a): Hourly rate cap base, indexation and loadings  

Draft recommendation 2 (a) – Consideration be given to determining an appropriate base for the rate cap 
and indexing the cap to more closely reflect the input costs relevant to delivery of childcare services. This 
could include consideration of labour costs as well as the additional costs associated with providing 
childcare services in remote areas and to children with disability and/or complex needs 

  Support    Do Not Support   Unsure / No View 

Position: 

Support with change. 

 
4 Impact Economics and Policy (2022), Child Care Subsidy Activity Test: Undermining Child Development and Parental Participation.   
5 PWC (2019), A Smart Investment for a Smarter Australia: Economic analysis of universal early childhood education in the year 
before school in Australia, The Front Project; William Teager, Stacey Fox and Neil Stafford (2019), How Australia can invest early and 
return more: A new look at the $15b cost and opportunity. 
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educator (see below). This consideration by the Productivity Commission should consider 
and complement the NDIS Review, particularly in relation to early intervention and Tier 2 
support for children with additional needs. Additional inclusion investment based on the 
profile of children in a service would reflect and address the ACCC’s finding of higher costs 
of delivery for children with disability, First Nations children, children from culturally and 
linguistically diverse backgrounds and children with complex needs.7 

We recommend the ACCC specifically conduct further analysis in relation to the following high priority and 
high risk areas and make findings in the final report: 

4) Investigate the availability of places for children birth to 3 years with specific consideration to 
location, ownership type (i.e. for-profit and not-for-profit) and associated demand, including the 
growth in places for younger children in new services in the last five years. This should consider the 
impact of state government subsidies on supply of places in the ECEC market, i.e. 
preschool/kindergarten funding. 

5) Undertake further analysis on data informing draft finding number 4 and publish revised cost and 
margin comparisons with consideration to variation across markets at a sub-regional level, i.e. not 
larger than the Statistical Area 4 level, and presented against licenced and occupied places. 

6) Explore the actual costs of inclusion, particularly where costs associated with supporting children 
with additional support needs should be met by government programs, such as the ISP, but are 
being borne by providers. The final report should make a specific finding and complementary 
recommendation in relation to meeting the costs of inclusion, noting these have not been explored 
in detail in the September report.  

Comments 

1. Base for the hourly rate cap to be reset to the 85th percentile of fees 

When the hourly rate cap was set in 2018, it was based on the 85th percentile of fees charged. It was 
designed with the intention of capping assistance in higher fee services and recognising that competition 
within local markets would keep downward pressure on fee growth. A rate cap based on fees charged was 
also recognised as the most efficient and effective way to achieve Government policy objectives due to the 
highly fragmented nature of the ECEC market, high variability in costs of delivery based on occupied (as 
opposed to licenced) places and the insurmountable challenges and complexities associated with gathering 
reliable information about cost inputs. The ACCC confirms Australia has high input costs, i.e. labour and 
land costs have increased above inflation (Sept report, pg 10). As a result, the hourly rate cap has been 
losing value over time. 

In terms of simplicity and delivering on the key policy objectives, the hourly rate cap has been effective. The 
hourly rate cap has had a modest impact, with the ACCC finding that fees are generally bunched around a 
median local market fee (Sept report, pg 108) and consider this positive considering the challenges 
associated with other approaches to setting an hourly rate cap. Other beneficial findings include that fee 
increases tend to be larger (in percentage terms) for services below the cap than above the cap. However, 
the ACCC confirms Australia has high input costs, i.e. labour and land costs have increased above inflation 
(Sept report, pg 10). As a result, the hourly rate cap has been losing value over time as more services have a 
higher proportion of hourly fees (charged) move above the hourly fee cap, in line with costs increasing 
above CPI. By June 2024, 28% of services have (charged) fees that are above the cap by June 2023.8 As 
birth-3 places have higher fees on average than 3-5 places, more of these fees are above the cap. This 

 
7 Child- and service-level inclusion investment explored further in Goodstart’s May 2023 submission to the Productivity Commission, 
pg 45-54. 
8 Child Care Subsidy data report – June quarter 2023. 
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more to support workforce or other participation, or for children likely to experience vulnerability or 
disadvantage. 

A child-level entitlement to three days per week of subsidised ECEC should be assigned to each child’s 
Services Australia Customer Reference Number (CRN) and enshrined in legislation. The entitlement could 
be implemented relatively quickly under the current system by changing the result for the bottom steps of 
the activity test to CCS72. To ensure both child development and workforce participation objectives are 
met, and to minimise complexity, daily sessions should be offered for a minimum of 10 and up to 12 hours 
per day to support families who need flexibility around long days and start and finish times (consistent with 
our response to draft recommendation number 2 (b), above). Our administrative data also shows retention 
benefits for children who have access to at least three days of subsidy per week.19 

Families who require more days for work or study and children who would benefit from additional days, 
such as those experiencing vulnerability or disadvantage, should be able to access the additional two days 
through a simple eligibility test.20 

Draft recommendation 2 (d): Stronger monitoring of price and outcomes  

Draft recommendation 2 (d) - Consideration be given to including a stronger price and outcomes 
monitoring role by government, supported by a credible threat of intervention, to place downward 
pressure on fees. 

  Support    Do Not Support   Unsure / No View 

Position: 

Support with change. 

10) We recommend draft Recommendation 2(d) be amended as follows: 

2(d) Consideration be given to including a stronger price and outcomes monitoring role as part of a 
stronger focus on a market stewardship approach led by the Australian Government, supported by a 
credible threat of intervention, to place downward pressure on fees. 

See also: Response to draft Recommendation 6 on market stewardship, below. 

We recommend the ACCC make the following longer-term reform recommendation to be explicitly 
considered by the Productivity Commission (and Australian Government): 

11) That the Productivity Commission consider ways to identify and report on fee outliers within 
localised markets, as part of the Government’s role as market steward. 

Comments: 

We support a stronger role for Government in price and outcomes monitoring, however this should be 
considered as part of holistic market stewardship role for Government. 

Any consideration of fee regulation should be directed at ‘excessive fees’ and should: 
• Focus on ‘outliers’ charging high fees or increases in fees inconsistent with local market conditions 

and significant cost drivers 
• Have regard to the considerable variability in cost of service between child ages, needs, locations 

and service types 

 
19 Statistical analysis of 175,000 highlighting statistically significant findings to support a minimum three-day entitlement detailed on 
pages 19-20 in Goodstart’s May 2023 submission to the Productivity Commission Review of ECEC. 
20 Process and eligibility for accessing additional days of subsidised ECEC is explored further in Goodstart’s May 2023 submission to 
the Productivity Commission Review of ECEC. 
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We recommend the ACCC make the following urgent/immediate recommendations in the final report to 
inform the Mid-Year Economic and Fiscal Outlook (MYEFO) or 2024 Federal Budget: 

14) Summarise key workforce findings: The ACCC final report should include a strengthened finding 
summarising positive ACCC findings in relation to the maintaining NQS minimum standards, the 
positive relationship between better educator pay and conditions, reduced educator turnover and 
improved quality. 

We recommend the ACCC make the following urgent/immediate recommendations in the final report to 
inform the Mid-Year Economic and Fiscal Outlook (MYEFO) or 2024 Federal Budget: 

15) Investment in wages: The ACCC should recommend the Australian Government note these findings 
and urgently fund an increase in educator pay with consideration given to the Multi-Employer 
Bargaining process underway. 

We recommend the ACCC make the following longer-term reform recommendation to be explicitly 
considered by the Productivity Commission (and Australian Government): 

16) Investment in wages and the workforce loadings: The ACCC should recommend the Productivity 
Commission consider how regulatory and financing approaches, including industrial relations 
frameworks, could deliver improved and sustainable pay and conditions for the ECEC workforce in 
the short and medium term. 

Comments: 

The ACCC report identifies labour costs as the crucial driver of the cost of ECEC (draft finding 1), the quality 
of ECEC (draft finding 12), and the supply of ECEC places (draft finding 7). Improving the attraction and 
retention of educators is also recognised as a key potential informal price constraint opportunity (Sept 
report, pg 200). It is therefore curious that the draft recommendations have little to say about labour costs 
beyond ‘consider how the existing regulatory framework support and influence the attraction and 
retention of educators’ (draft recommendation 4). This touches on only one of the five key factors the 
ACCC identified as contributing to workforce pressures (Sept report, pg. 33). Importantly, it does not deal 
with what educators and providers have identified as the main reasons educators leave the profession – 
the lack of professional recognition and low pay (first two points for Government to consider, Sept report, 
pg 33). 

Given the workforce challenges currently being experienced by the ECEC sector and the implications they 
have on costs and fees, it is understandable the ACCC would reference the current regulatory arrangements 
and their impact. However, the other findings from the ACCC warrant stronger summarised findings and 
proposed actions in the final report. As it stands, the current draft recommendation 4 is inadequate to 
reflect the very powerful key findings and challenges identified by the ACCC in relation to workforce, which 
have by-and-large been supported by the sector. We propose the final report and recommendation be 
amended to reflect all five of the key factors identified in the report (Sept report, pg. 33). 

Draft recommendation 5: Supply-side funding for Aboriginal Community Controlled Organisations 

Draft recommendation 5 - The Australian Government should consider maintaining and expanding 
supply-side support options for Aboriginal Community Controlled Organisations that provide childcare 
and additional support services for First Nations children, parents and guardians. 

  Support    Do Not Support   Unsure / No View 

Position: 

Support. 
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Comments: 

We fully support the proposal to maintain and expand supply-side support options for Aboriginal 
Community Controlled Organisations. A supply side funding model must be sufficient to deliver high 
quality, culturally safe and responsive early education. 

In the longer term, the PC should consider and develop a new funding model with elements of block and 
needs-based funding for Aboriginal Community Controlled Organisations that delivers both early education 
and integrated support services. A new funding model should include purposeful investment to grow and 
develop the Aboriginal and Torres Strait Islander Community Controlled Organisation sector across the 
country. We are aware of national research, consultation and data analysis process currently being 
undertaken by SNAICC – National Voice for Our Children, together with Deloitte Access Economics, which 
should be a key consideration by the PC inquiry. 

Draft recommendation 6: Market stewardship role for governments 

Draft recommendation 6 - A market stewardship role should be considered for both Australian and state 
and territory governments, in identifying under-served areas and vulnerable cohorts, along with 
intervention whether through public or private provision. A competitive tender process is one tool that 
could be used by governments to facilitate delivery in these areas. 

  Support    Do Not Support   Unsure / No View 

Position: 

Support with change. To ensure an effective ECEC market, a broader market stewardship role is required to 
deliver benefits and achieve policy objectives beyond price or areas of under-supply.  

17) Draft recommendation should be amended as follows: 

“A market stewardship role should be considered for both Australian and state and territory 
governments, in ensuring the ECEC market is delivering on the following objectives: an adequate 
supply of places, a sustainable and adequate workforce, a desirable mix of provision based on 
provider type and age mix of children; minimum quality and inclusion standards; and services that 
are affordable for families and sustainable for tax payers. The positive role the sector plays in 
market stewardship and in achieving shared policy objectives with Government should also be 
recognised.” 

These market stewardship objectives should be led by the Australian Government utilising 
regulatory, financing, market monitoring and planning levers, alongside a settlement of 
responsibilities with local, state and territory governments. 

18) We suggest a new recommendation be made in the final report, as follows:  

Sustainability and growth of the NFP sector should be considered explicit objectives of future ECEC 
stewardship, policy and regulatory approaches, given the ACCC’s positive findings about the 
benefits delivered by the NFP sector for children, families and Governments. This should also include 
consideration of new approaches to removing barriers in accessing capital and funding growth for 
NFPs. 

Comments: 

The valuable role of market stewardship beyond price 

Governments have a strong role to play in the ECEC market. A universal ECEC system needs proactive 
regulators to ensure it continues to deliver on its objectives of quality, access, inclusion and affordability. 
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This analysis, while not complete, does suggest that the two major reforms of CCS in 2022 and 2023 will 
have brought net childcare costs for a family with two children to below the OECD average. This suggests 
that draft finding 17 is out of date and should be updated or removed.  

2. Supply-side funding models do not always reduce the level of public investment 

What Australian experience and OECD experience shows that that the level of public investment in ECEC is 
the biggest single determinant of net childcare costs. Historically, Australia has invested less in ECEC than 
most other OECD countries and net childcare costs for families have been higher as a result. As discussed 
above and by the ACCC in section 5.3.1, the key factor driving the reduction in net child care costs in OECD 
countries has been public policy decisions backed by substantial increases public funding. The report’s 
analysis of OECD case studies suggest that higher levels of public expenditure is a pre-requisite for a system 
that delivers both quality and affordability. We would suggest that a new draft finding 17 should reflect the 
analysis in section 5.3.1.: 

New draft finding 17: “Overseas data indicates that those countries that have succeeded in 
providing affordable early childhood education and care – most notably, the Nordic countries – have 
directed substantial public resources to this service.” 

In section 5.2.3, the report suggests that ‘supply-side subsidies reduce the cost of provision’. We would 
suggest this point is clarified, as the cost of provision is determined by structural drivers of costs (labour, 
rent etc). However, how it is subsidised and the extent to which this impacts on outlays for tax payers is a 
separate consideration. If the report is trying to make the point that supply side subsidies reduce the 
burden on taxpayers, that should be clarified and assessed against the evidence. Several countries that 
employ significant amount of ‘supply-side’ funding into their child care systems have substantially higher 
net costs than Australia in 2022 includes the United Kingdom, New Zealand, Canada, the Netherlands and 
Ireland (although all five countries have since increased public funding for child care). 

OECD data does reflect that gross fees have increased faster in Australia than in most OECD countries. The 
reasons for this have been extensively canvassed elsewhere in the ACCC report, driven primarily by 
increases in wages and other costs.   

We would suggest that draft finding 18, while a reasonable high-level summary on the face of it, would be 
substantially improved if it also reflected the OECD commentary (p 198) that if price standards or public 
subsidies are set too low and do not cover costs, regulation could lower quality or lead to market exit if 
service provision becomes unviable. 

3. Models of price regulation and supply-side funding 

Goodstart notes the ACCC finding that, while profit margins for ECEC are variable, they no do not appear to 
be excessive. We support continued work to identify the exceptional cases where providers are making 
excessive profits, particularly if it impacts on the delivery of quality care and inclusion for children, and to 
develop suitable policy parameters to address that. Given the highly variable nature of costs and 
occupancy, it will not be an easy task. There are some providers charging fees substantially higher than the 
local market average and, given the high level of public subsidies they receive, it is not unreasonable for 
Government to ask those providers to justify that level of fees. 

The ACCC has provided a valuable desk top research report on its review of case studies of ECEC systems 
and funding reform in other OECD countries. It is an exciting time around the world in ECEC policy, with 
many countries considering major or minor reforms. Goodstart reviewed a number of these case studies in 
our submission to the Productivity Commission, which may be of interest to the ACCC.23 Our submission 

 
23 Goodstart submission to the PC inquiry 2023, Appendix B. 
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summarises some insights from our review of international models (p. 66-70), which we also draw to the 
ACCC’s attention to inform the final report. Some of the key insights we found were: 

• There are a number of crucial factors that may be unique to Australia’s ECEC system that have a 
significant impact on the viability and feasibility of various financing instruments for ECEC in 
Australia, including the higher incidence of part-time rather than full-time attendance, seasonal 
or locational variation in occupancy, wide variability in property costs, fragmented nature of 
provision and the complexity of multiple tiers of government and regulation. 

• In supply-side funded systems offering ‘free’ access, 'free’ almost never means free or zero out-
of-pocket costs for families unless it is delivered by fully funded public provision and 
inadequate funding sees ‘free’ hours needing to be cross-subsidised by higher fees on other 
hours needed by families to support workforce participation (with associated undesirable 
impacts on effective marginal tax rates).  

• Supply side ‘block funding’ tends to be most efficient and effective if families have limited 
choice in which service they use, and if the overwhelming majority of children attend close to 
full time. 

• The composition of the market – in terms of NFP, private and public provision – matters in 
considering which approaches best deliver on outcomes and mitigate risks for Government – 
with mixed markets amongst the most challenging to effectively manage supply side funding 
risks.  

• Many countries employ elements of both supply and demand side funding to ensure funding 
reflects government priorities while providing a degree of flexibility for providers and parents 
to suit their needs. 

• Full supply-side funding systems take many years to fully mature as detailed cost regulation, 
frameworks, calculations and reporting need to be developed and refined to underpin the 
funding. 

At the heart of the design of a funding system is the need for a clear set of policy objectives on what the 
Government wants the ECEC system to achieve and deliver. This was rightly the first recommendation of 
the ACCC report. Secondary recommendations should include a stewardship approach consisting of the 
development of financing and regulatory levers to monitor and deliver on those policy objectives 
efficiently, equitably and effectively.  

4. Public and not for profit provision versus private provision 

The ACCC report found that NFP or public providers generally offer higher quality, have lower staff attrition 
(Sept report, pg 151), better pay (p. 153) and lower fees (p. 203) than private providers and are more likely 
to be located in low SEIFA communities (p. 102). Yet, 93% of new centres opened between 2013 and 2022 
were privately owned, and the share of CBDC centres operated by NFP or public providers fell from 32.2% 
to 24.5% of services.24 Fewer families have the choice of accessing an NFP or publicly run centre than they 
did a decade ago. This reflects a strength of demand-side subsidies in Australia, which is the delivery of 
growth of ECEC provision by private providers in areas where they assess that services would be viable. 
Higher profit margins generated by private providers and greater willingness to take on and finance debt 
means more capital to invest in growth, with NFP providers more likely to prioritise social purpose goals (p. 
139) and more capital constrained. 

 
24 Goodstart submission to the PC inquiry 2023 p. 82 
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Funding reform needs to ensure that funding is better directed to promoting services that offer higher 
quality, better pay and lower fees. The report notes that the $35 billion National Child Care Reform plan in 
Canada prioritises funding for growth in high quality NFP provision (p. 203). This should be covered by an 
extension of draft finding 12 that then links into the revised and expanded recommendation 7. 

Draft finding 12 currently says: “The ability to attract and retain staff is a key determinant of quality, which 
affects the profitability and viability of a service.” 

This finding should be expanded to include:  

“Not for profit services generally have higher pay and lower staff turnover than private services, 
which in tun support higher quality service.” 

Recommendation 7 should then include as an express consideration of design of the new funding system: 

“…better directing funding for new growth to services offering higher quality, more inclusive, more 
accessible and more affordable services.” 

5. Short-term and long-term price control mechanisms 

Goodstart acknowledges that, as the level of government investment increases and parental out of pocket 
costs reduce, there is potential for unrestrained fee growth. This may require a higher level of scrutiny and 
market stewardship than in the past, as the report discusses (Sept report, pg. 199-200). This will especially 
be the case if the Government ultimately decided to retain a demand-based subsidy system but with a 
universal 90% CCS rate. Longer term funding reform will clearly need to include consideration of how to 
constrain excessive fee growth in that context. 

In the short term, the ACCC has identified a number of mechanisms that the Government could employ to 
restrain excessive price growth. These could include: 

• Strengthening reporting of real time fees and fee increases through Starting Blocks, which could 
strengthen local markets; 

• The role of grants in promoting supply in under-served areas, which could accelerate the growth of 
low fee, high quality NFP services; 

• Price monitoring with credible threat of intervention; 
• Resetting the methodology used to index the hourly fee cap; 
• Improving the attraction and retention of educators to increase the supply of available places. 

In our submission to the Productivity Commission, Goodstart argued fees were generally competitive at a 
local level. Analysis by the ACCC has confirmed that fees tend to be close to the local average fee, 90% of 
SA2s recording a standard deviation on fees of less than $1.50 an hour. Goodstart’s submission to the PC 
presented two ideas to strengthen local markets:25 

• Improve fee transparency, so families and providers can more easily compare fees, and  
• Monitoring excessive fees and requiring providers to justify such excessive fees as a condition of 

funding and/or to be an approved provider for CCS.  

We note that variants of both of these initiatives have been identified by the ACCC. The proposal for price 
monitoring with a credible threat of intervention (p. 201) is worthy of further consideration. The key factor 
in the proposal is the suggestion that the Government could set a ‘de facto formula’ for fee increases. We 
note this is likely to be challenging to implement, in practice. For example, most providers increase their 
fees in July. The biggest factor impact on fees is the cost of labour, and the Fair Work Commission’s 

 
25 Goodstart submission to the Productivity Commission (2023) p. 75 
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decision (usually released in May or June) on award rate increases. Timing wise, any ‘guidance’ issued prior 
to the Fair Work award decision is likely to be out of date, and any ‘guidance’ issued after may be too late 
to influence July increases.  

The ’guidance’ approach could end up costing the Government more, as providers planning for a lower fee 
increase may simply default to the higher number.  

A more sensible approach may be to require providers to justify excessive fees after the event. Whether or 
not it would be an ‘excessive fee’ by reference to the local market price, or an ‘excessive fee increase’ by 
reference to the general movement in fees, or indeed an ‘excessive profit’ would need careful 
consideration. Possibly the simplest approach may be where a service is charging a fee excessively above 
the local market average, then they will be asked to justify that rate to Government with the provider’s 
response made publicly available. If they can’t justify the price, they could be directed to reduce fees or 
have a capped approach to future fee increases. The advantage of this approach is that it would focus 
attention on outliers, strengthened local markets, but also provide a credible threat of intervention if a 
service is seen to move outside accepted parameters. While local market competition is generally effective, 
there continue to be outliers burdening families with excessive fees and excessive fee increases.  

Fee growth will continue to be a concern under more generous subsidies with weaker price signals 
generated by from much lower out-of-pocket costs for families. For this reason, we believe there are other 
higher priorities for investment that should be implemented first; namely a universal child level entitlement 
(abolishing the activity test); funding a pay increase for educators; and fully funding the cost of inclusion. 
These measures are likely to deliver a better return on investment and so should be prioritised ahead of a 
flat 90% subsidy for all families.  

Request for additional findings and recommendations in final report 
1.  Request new findings and complementary recommendation in relation to the unique value of not-for-
profit providers be included in the final report  

1) We request that, in its final report, the ACCC elevate its findings that not-for-profit providers are 
delivering effectively and efficiently on government’s key objectives of affordability, access, quality and 
inclusion. The findings in the final report should explicitly note that the observed benefits of not-for-
profit providers, including: 
• Better access: NFP providers are more likely to service communities outside major cities or in 

disadvantaged communities (June report, pg. 45-46). 
• More affordable: NFP providers had lower average fees across all geographic and socioeconomic 

areas (June report, pg. 13, 97). 
• Higher quality: NFP providers make investments in above award wages and conditions and 

employing more staff full-time, which are evident in higher quality ratings, lower staff turnover and 
higher child retention (Sept report, pg. 152, 113 and 151). 

This section should also include any new findings in relation to the NFP sector as part of the ACCC’s 
further analysis explored below. 

See also: Comment 3 in response to draft Recommendation 7 (above). 

2) We request that the ACCC analyse data provided under the first mandatory s95ZK Notice in relation to 
the representation of children likely to experience vulnerability or disadvantage and the associated 
inclusion costs of providing high quality ECEC to those cohorts. We hypothesise vulnerable cohorts will 
be over-represented in not-for-profit services and not-for-profit providers will made considerably 
higher investments in inclusion, such as allied health.  
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If proven, we request the above finding in relation to not-for-profit providers also include: 

• More inclusive: NFP providers have higher representation of children experiencing or at risk of 
vulnerability or disadvantage and invest more in inclusion, including through allied health, targeted 
programs and/or outreach activities. 

3) We request that the ACCC look at provision of places for children aged birth to 2 years by ownership 
type. (See also our response to draft Recommendation 2(a).) We hypothesise that not-for-profit 
providers are more likely to offer places for younger children, noting the higher costs associated with 
higher educator-to-child ratios (Sept report, pg. 85).  

If proven, we request the above finding in relation to not-for-profit providers reflect the following: 

• Better access: NFP providers are more likely to service communities outside major cities or in 
disadvantaged communities (June report, pg. 45-46) and are more likely to provide places for babies 
and younger age groups. 

4) We request that the ACCC consider data specifically in relation to the provision of ECEC by not-for-
profit providers, including in relation to market share and growth. It is our observation that the not-for-
profit sector is shrinking, in part due to challenges accessing capital but also because surpluses are 
being reinvested in quality and inclusion at the expense of growth. 

Despite the strong quality, inclusion and affordability record of the NFP sector, fewer families have the 
choice of sending their children to a not-for-profit service because of the declining share of services that 
are not-for-profit. Between 2013 and 2023, the percentage of not-for-profit CBDC services (including 
private school and government services) fell from 40% of all centres to 31.1%. In that period, just 81 new 
NFP services and 113 services at private schools opened, compared to 2,363 new private services. This 
reflects the difficulties the NFP sector faces in raising funds for capital growth, particularly community 
centres that rely very heavily on government funding for capital. 

5) To complement this finding about the unique value of not-for-profit ECEC providers, we request the 
final report include a new recommendation as follows: 

Recommendation: The ACCC recommends that, in designing a new ECEC system, the Productivity 
Commission and Australian Government specifically include financial and regulatory incentives to 
support not-for-profit service provision, including through a market strategy and planning approach 
and through the establishment of a fund to directly invest in new, quality not-for-profit and public 
services – aligned with the statement of national priorities – to ensure all families have the choice of 
affordable, inclusive and high quality not-for-profit provider.  

The ACCC recommends the Productivity Commission specifically consider the establishment of a 
capital fund to cover costs of establishing new centres, major repairs and upgrades for not-for-profit 
services based on national priorities. 

2.  Request new findings and complementary recommendation in relation to the effectiveness of local 
markets in placing downward pressure on fees be included in the final report  

We request that the ACCC finding about the effectiveness of local markets be elevated to be a key finding 
in the final report, based on fees being closely clustered around the median. This is based on the ACCC 
statement that, ‘the standard deviation of price is less than $1.00 per hour in the majority of SA2s and less 
than $1.50 in about 90% of all SA2s’ (Sept report, pg 108). 

Elevating this finding substantiates the proposal to focus on fee outliers in a local market as part of the 
price regulation approach under draft Recommendation 2(d). Specifically, where fees are outside an 
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‘allowance’ above the median price in a local market, e.g. 5-10% above, Government may ask providers to 
show cause to justify their higher fees or have a fee imposed by Government. 

3.  Request new findings and complementary recommendation in relation to property and land costs be 
included in the final report 

Suggest new recommendation:  

The PC should give consideration to regulatory and financing approaches that better control land, 
land related costs and planning approaches as part of a broader definition of market stewardship to 
manage over and under supply in different markets. 

We note the ACCC intends to “…explore further the nature of relationships between childcare centre 
owners and childcare providers in our final report” (Sept report, pg 12). We request that the findings from 
these subsequent analyses are elevated into the findings in the final report, complemented by the above 
recommendation. 

4. Request ACCC include all available data and analyses in an appendix to the final report 

The ACCC inquiry is an invaluable contribution to the evidence base for ECEC and an important input to the 
future reform of the ECEC system. We request that ACCC include as much data and analyses as possible in a 
comprehensive appendix or technical attachment to the December final report. Ideally, this would include 
observations and learnings from the ACCC Inquiry process in relation to the complexity of collecting and 
comparing cost, price, supply and demand data and information, to inform future PC consideration about 
financing, (eg including consideration of the need for an ECEC costs authority or other body, if cost 
structure information needed to be captured in an ongoing way).  

Responses to draft findings  
1. Labour is the main driver of cost for supplying childcare, accounting for 69% at centre-based day care 
and 77% at outside school hours care. Labour costs have increased significantly for large centre-based 
day care providers over the last 5 years. 

  Agree   Do Not Agree   Unsure / No View 

2. Land and related costs are the other significant driver of cost for centre-based day care providers. 

  Agree   Do Not Agree   Unsure / No View 

See above – proposed new recommendation in relation to property. 

3. Not-for-profit providers appear to face lower land costs than for profit providers, but these savings are 
invested into labour. 

 Agree   Do Not Agree   Unsure / No View 

See above – proposed new findings in relation to NFP providers: 

• Suggested finding: NFP Providers appear to be efficient and effective in delivering in areas aligned 
with Government objectives through improved pay for staff, lower staff turnover, more provision 
for communities facing disadvantage and more likely to be high quality. 

• Suggested finding: NFP providers have not grown due to their corporate structure which creates 
challenges accessing capital to fund expansion with modest surpluses invested in objectives aligned 
with Government such as funding inclusion. 
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  Agree   Do Not Agree   Unsure / No View 

Disagree – this finding is based on analysis of data as at January 2022, so, while accurate to make 
comparisons at that time, it does not take into account the 2022 and 2023 reforms of CCS, specifically the 
introduction of the Multi-Child Subsidy in March 2022 and the Cheaper Childcare reforms in July 2023. 
These changes have had the effect of halving out of pocket costs for families with two children in care (the 
OECD benchmark) and are likely to bring Australia down to the OECD average or below. 

18. Many OECD countries are moving toward greater regulation of childcare fees such as low fees or free 
hours for parents and guardians, supported with supply-side subsidies to cover providers’ costs of 
provision. 

  Agree   Do Not Agree   Unsure / No View 

Disagree – many of these OECD countries have substantially higher out of pocket costs than Australia, 
highlighting that supply side funding is no guarantee of reducing out of pocket costs where the funding fails 
to keep up with underlying cost pressures. The final report should include a more balanced analysis of the 
OECD comparator experiences. See Appendix B of Goodstart’s submission to the Productivity Commission 
Inquiry for further reference.26 
 

 
26 Goodstart submission to the PC inquiry 2023, Appendix B. 




