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In Confidence 

Office of the Minister for Regulation 

Office of the Associate Minister of Education 

Cabinet Expenditure and Regulatory Review Committee 

Paper 1: Early Childhood Education Regulatory Sector Review 
recommendations and next steps 

Proposal 

1 Paper 1, this paper, seeks Cabinet’s endorsement of the Early Childhood Education 
Sector Regulatory Review’s (the Review) recommendations. It also covers the initial 
sector response to the Review. This paper should be read with Paper 2: Response to the 
Early Childhood Education Regulatory Sector Review that sets out the key policy 
changes being sought and the implementation plan. 

Relation to government priorities 

2 The Review was aligned with the National Party and Act Party Coalition agreement to 
carry out a regulatory review of the early childhood education and care (ECE) sector. 

Executive Summary 

3 New Zealanders deserve a thriving ECE sector that offers the best quality of care and 
education to children. We trust ECE service providers to protect and educate our 
youngest children. We rely on services being available and affordable so parents and 
whānau can participate in the labour market and contribute to the national economy. 

4 The Review1 was completed and published in December 2024. This included 30 
findings and 15 recommendations which form a basis for reforming regulatory design, 
leadership capability practices, and requirements. Implementation of these 
recommendations will achieve better outcomes for children, their parents, whānau and 
society as a whole. 

5 The Review found market failures that place undue limits on the abilities of all parties 
in the system to exercise choice, particularly parents and whānau. These ECE market 
failures, described in the report, are information asymmetry resulting from a lack of 
access to clear and comparative information on the safety and educational quality of 
ECE services, and an undersupply of ECE services. 

6 The Ministry for Regulation proposes 15 recommendations which would: 

6.1 Modernise the ECE regulatory system to better support the ECE market to 
grow and innovate and to enable regulators to better ensure compliance by 
‘Setting it up right’ and ‘Leading it the right way’ 

 
1 https://www.regulation.govt.nz/about-us/our-publications/regulatory-review-of-early-childhood-education-full- 
report/ 
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14 Government has a key role to regulate ECE service providers to protect and educate 
children and fund ECE to make it more accessible. 

Methodology of the review 

15 The Review was conducted in line with the Terms of Reference [SOU-24-MIN-0050]. 
The Review prioritised issues against the number of people affected, the size of the 
costs and/or opportunities and their effect on outcomes. It examined the roles and 
approaches of the agencies within the regulatory system for ECE and considered the 
distribution of roles and functions. 

16 The steps undertaken for the Review included: 

16.1 Review Foundations: meeting with key agencies and stakeholders to 
understand the sector and issues and establishing mechanisms for working 
with the regulatory agencies. 

16.2 Engagement: establishment of cross-agency working groups, structured 
interviews and workshops to elicit in-depth insights into the challenges and 
opportunities within the current regulatory system. The Review heard from 
more than 2300 parents, teachers, providers, peak bodies, and other agencies, 
organisations, academics and individuals through submissions and direct 
engagement. 

16.3 Analysis: utilising the data collected through engagement, the reviews team 
undertook desktop analysis to synthesise the themes and get an understanding 
of the key market failures. This analysis also included reviewing international 
standards and regulations in ECE. MoE and ERO representatives were 
consulted on analysis, findings and recommendations. 

16.4 Forming findings and recommendations: once developed by the Ministry 
for Regulation, the findings and recommendations were tested with the cross- 
agency working group and with sector participants. Agencies reserved the 
right to disagree with any aspect of the independent Review. 

Findings of the Regulatory Review 

17 The ECE Regulatory system is primarily managed by MoE, as the lead regulator and 
steward. MoE is responsible for licensing, certifying playgroups, monitoring and 
enforcing compliance with minimum standards. ERO has a regulatory role through 
conducting reviews to evaluate ECE service performance and assess whether services 
comply with regulatory standards and associated licensing criteria, and that they are 
meeting the learning, safety and wellbeing needs of children in their care. 

18 The Review identified several problems and market failures that the current ECE 
regulations do not address properly. There are two key market failures, which are: 

18.1 Information asymmetry: Parents and whānau often lack access to clear, 
comparative information about the quality and safety of ECE services. This is 
in part due to the nature of ECE, as the child has limited ability to report their 
experience, resulting in information asymmetry. This creates a reliance on 
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government oversight to ensure minimum standards, as market forces alone 
are insufficient to drive quality improvements. 

18.2 Undersupply of ECE Services; Despite strong demand, the market is not 
meeting the need for parents to be able to choose accessible and affordable 
ECE services that suit their preferences across all regions. Regulatory 
requirements are a contributing factor limiting the capacity of new providers 
to enter the market and of existing providers to expand services, particularly in 
rural and underserved areas. This can adversely affect both children’s 
educational outcomes and the ability of parents to participate in the labour 
market. 

19 Within the context of these market failures and what is contributing to these, there were 
30 findings identified. These have been attached as Appendix 1. 

Recommendations of the Review 

20 It is essential that parents and whānau can be confident their children will be safe from 
harm and well educated while in the care of ECE service providers. The 
recommendations from the Review are made with this in mind. 

21 The Review makes 15 recommendations which form a pathway for how to improve 
regulation in the ECE sector to achieve better outcomes for children, their parents, 
whānau and society. 

22 These recommendations would modernise the ECE regulatory approach and its tools, 
simplify ECE regulatory requirements to reduce burden on providers, and improve 
support for the ECE sector to communicate requirements clearly and ensure it supports 
ECE services to comply with regulatory changes. 

Setting it up right 

23 There are structural issues within the ECE regulatory system, and the Review offers 
recommendations for setting up the regulatory system more effectively. 

Recommendation 1: Define clear outcomes, objectives and principles for ECE 
regulation in legislation, aligning with government priorities for early childhood 
education. 

Recommendation 2: Clearly outline the roles and responsibilities of all regulatory 
agencies involved, ensuring efficient collaboration and accountability, and update 
legislation if required. 

Recommendation 3: Implement a more proactive, risk-based approach to compliance 
to improve safety and accountability in the ECE sector. 

Recommendation 4: Improve the pathways for providers to appeal regulatory 
decisions, ensuring fairness and encouraging trust in the regulatory process. 

Leading it the right way 
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24 These recommendations look at effective regulatory stewardship for the ECE sector and 
aligning the ECE regulation system to the government’s expectations for good 
regulatory practices. 

Recommendation 5: Strengthen regulatory oversight to foster trust, transparency, and 
effective sector stewardship. 

Recommendation 6: Establish a strategic, long-term approach to ECE regulation that 
supports innovation, quality, and growth. 

Recommendation 7: Invest in workforce training across agencies to improve 
regulatory effectiveness. 

Using the right tools 

25 These recommendations look at new compliance activities and enforcement regulatory 
tools2. 

Recommendation 8: Update regulation to allow the development of a broader set of 
graduated regulatory and compliance tools to better manage varying levels of 
compliance risk. 

Recommendation 9: Revise licensing criteria to ensure they are proportionate, 
effective, and support quality without overburdening providers. 

Recommendation 10: Allow greater flexibility in workforce qualifications to support 
access and quality across all areas and service types. 

Recommendation 11: Ensure the person responsible requirements are practical, 
appropriate to meet the needs of children and purpose of the requirements, and 
responsive to service needs, including home-based services. 

Recommendation 12: Work with stakeholders to develop a strategic plan for home- 
based services, including provisions for rural areas and whānau with diverse need. 

Doing it the right way 

26 These recommendations are related to how the regulatory practices are conducted. 
‘Regulatory practices’ has been defined as the operational activities of a regulator. 

Recommendation 13: Strengthen government communication and support for 
prospective and current ECE providers to streamline compliance processes. 

Recommendation 14: Strengthen the support to help providers implement new 
regulatory requirements effectively. 

Recommendation 15: Invest in resources and training to support sound, consistent 
regulatory decision-making. 

 
2 ‘Regulatory tools’ is a term that covers all non-financial means at the government’s disposal to influence 
parties within the regulatory system. It includes the ‘tools of the system’, such as legislation and regulation 
setting, as well as the ‘tools of the job’ of regulation, such as compliance and enforcement tools, and guidance. 
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45 Recommendations from this Review intend to reduce regulatory barriers for new 
service providers to enter the market. This will provide parents and whānau greater 
options to return to the workforce and positively impact their ability to maintain their 
standard of living. 

Financial Implications 

46 There are no immediate financial implications arising from this paper. Financial 
implications associated with policy and operational changes will be outlined in Paper 2: 
Response to the Early Childhood Education Regulatory Sector Review. 

47 Any costs associated with the implementation of these recommendations will be 
managed within baseline within Ministry of Education. Any further funding required 
will be sought through Budget Bids lead by the Ministry of Education. 

Legislative Implications 

48 Revocation of the Health (Immunisation) Regulations 1995 does not impact any 
primary legislation. Although it still requires instruction to be provided to PCO by the 
Ministry of Health, it does not need to be included in the Legislative Programme for the 
year. 

49 Amendments to the Education and Training Act in response to the Reviews 
recommendations are reflected in Paper 2: Response to the Early Childhood Education 
Regulatory Sector Review. 

Impact Analysis 
 
Regulatory Impact Statement 
 
50 A Regulatory Impact Statement has been completed and is in appendix 3. 

51 The Ministry of Health QA panel has reviewed the Impact Statement titled “Repeal of 
the Health (Immunisation) Regulations 1995” produced by the Ministry of Health and 
dated March 2025. The panel considers that the Impact Statement Meets the quality 
assurance criteria. The Impact Statement is clear, concise, complete, consulted and 
convincing. The analysis is balanced in its presentation of the information.” 

Population Implications 

52 There are no population implications associated with this policy. 

Human Rights 

53 There are no inconsistencies with International Human Rights law or the Bill of Rights 
Act 1990 from this paper. 

Use of external Resources 

54 The Review used one full time consultant to aid the completion of the Review. This 
resource was utilised from August 2024 to February 2025 and an additional consultant 
was brought on part-time for 6 weeks in October and November 2024. Three more 
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Appendices 

Appendix 1: Early Childhood Education Sector Regulatory Review Findings 

Appendix 2: Ministry for Regulation – Regulatory Review of Early Childhood Education 
Report 

Appendix 3: Regulatory Impact Assessment – Revocation of Health (Immunisation) 
Regulations 1995 



   

   

 

Appendix 1: Findings from the Early 

Childhood Education Sector Regulatory 

Review  
 

Finding 1: The ECE regulatory system is out of date and lacks defined outcomes and 

objectives and principles for decision-making  

Finding 2: The Ministry of Education does not have an effective compliance monitoring 

system  

Finding 3: The Education Review office has a responsibility to evaluate and report on the 

performance of ECE services 

Finding 4: The Education Review Office does not have enforcement powers or tools to 

intervene when the identify non-compliance in an ECE setting 

Finding 5: Compliance monitoring does not take a coordinated systems view  

Finding 6: Confusion persists between the respective roles of the Ministry of Education and 

Education Review Office  

Finding 7: The Ministry of Education’s approach to managing complaints is inconsistent 

Finding 8: The performance of the regulatory system is not well measured  

Finding 9: Limited direction and prioritisation for ECE regulatory activity  

Finding 10: Regulatory changes are not considered in sufficient depth  

Finding 11: There is no defined strategy to guide ECE compliance activity  

Finding 12: Regulatory functions are not aligned with desired outcomes in the ECE sector  

Finding 13: The ECE regulatory system is a hybrid model  

Finding 14: There is no clear regulatory approach to achieving ECE outcomes  

Finding 15: ECE regulatory practice resources are not proactively targets to areas of risk  

Finding 16: The Education Review Office does not have the enforcement training, tools or 

levers to directly address non-compliance 
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Finding 17: There is room to improve the mix of regulatory skills and capability and sector 

knowledge within the agencies with a role in ECE regulation  

Finding 18: Workloads for staff in the agencies with a role in ECE regulation are being 

increasingly high and complex  

Finding 19: Training for Ministry of Education staff is inconsistent and inadequate 

Finding 20: The ECE regulatory toolkit is limited and there is an over-reliance on changing 

licensing status to enforce compliance  

Finding 21: Compliance activities and enforcement tools are not proportionate 

Finding 22: Differences in ECE definitions of ‘qualified teacher’ are causing confusion  

Finding 23: ECE service providers can choose to offer better adult-to-child ratios  

Finding 24: There are some problems with licensing criteria  

Finding 25: The qualification requirements contribute to ECE labour supply shortages in 

some areas and for some service types  

Finding 26: Home-based educators who are qualified teachers have a pathway to maintain 

their practicing certificate when working as a home-based educator  

Finding 27: The ‘person responsible’ requirements are causing problems in the ECE sector, 

including for home-based ECE  

Finding 28: The ECE regulatory system is not fit for purpose for home-based ECE 

Finding 29: Some requirements lack clarity, leading to high compliance costs  

Finding 30: There is a disproportionate focus on documentation as evidence of compliance.  

2frt51s6o 2025-04-09 11:29:48
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