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1.  Introduction 
As the labour force participation of women increases and family roles and structures change and 
evolve, an increasing number of Australian families are relying on different types of carers and 
educators to help them participate in the social and economic life of the community, and to provide 
them with development opportunities for their children.  
 
A number of studies have examined child care use and attempted to link the types of care used with 
the characteristics of families. Use of informal care has been associated with mothers from non-
English speaking backgrounds and parents with a relative living within 30 minutes of the household 
(Greenblat & Ochiltree, 1993; Eichman & Hofferth, 1993), while other studies have found that a 
high proportion of parents prefer informal care arrangements for very young children, and this 
decision appears to be a common personal preference rather than associated with any measurable 
demographic characteristic (Harrison & Ungerer, 2000; Sonenstein & Wolf, 1991). 
 
Some authors contend that informal care can have advantages over formal care as it provides cost 
effective, flexible care options, and is often more conveniently located (see Grant, 2000). In defense 
of parents choosing informal care, Shanahan (2000) argues that informal care has an 
unacknowledged and unquantifiable advantage over kindergarten; and that is love.  
 
The disadvantages informal care can have are also well documented and some studies have found 
that often parents prefer formal care even if they have access to informal care (Eureka Strategic 
Research, 1998). The drawbacks of informal care may include: the informal carer’s approach to 
child-rearing which may differ from their own in terms of discipline and values, the potentially 
sensitive dynamics of a non-financial arrangement, and the significant strain that child care may 
place on individual carers relative to formal carers (Eureka Strategic Research, 1998; 
Goodfellow, 2000).  
 
Formal care in Australia is well recognised for its high quality and reliability when compared to 
many other Organisation for Economic Co-operation and Development (OECD) countries (Love et 
al, 2003). Australian government approved child care services are required to meet mandatory 
regulations for staff to child ratios, minimum requirements for physical space, appropriate 
equipment, health and safety procedures and early childhood learning and development programs. 
Family Day Care services are required to provide regular training and supervision of home-based 
carers by qualified staff (Harrison & Ungerer, 2000). In countries where the quality of regulated 
child care is high, child care use has been found to predict positive outcomes for children (Broberg 
et al, 1997, Harrison & Ungerer, 2000). Negative relationships have also been observed in small 
scale studies examining developmental outcomes for children using formal care 
(Goodfellow, 1999), but in their review of child care quality, Love et al (2003, p1031) found that 
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‘in a context in which standards for good quality care are enforced through government regulatory 
mechanisms, the risk for behaviour problems may be explained by factors other than time in care’. 
 
Of significant advantage to many families using government approved formal child care is their 
entitlement to the Child Care Benefit (CCB) to assist them with the cost of their child care. While 
the amount of assistance provided is linked to an income test, with high income families receiving 
relatively small amounts of assistance and low income families receiving larger amounts, parents in 
total receive more that $1.5B of assistance each year for their child care costs. As part of an election 
commitment, the Government will also introduce a 30 per cent child care tax rebate to provide 
additional assistance to parents with out-of-pocket child care costs. 
 
The purpose of this research was to determine whether data collected by the Household, Income and 
Labour Dynamics of Australia (HILDA) Survey could provide evidence of associations between 
particular family characteristics and use for informal or formal care in the Australian context. 
Although it is recognised that many other factors influence families when they weigh up the relative 
value and costs of using particular types and amounts of child care, including the child care options 
available to them, social norms and personal preferences, the purpose of this study was to determine 
whether demographic characteristics observed in related research and measured in the HILDA 
Survey were also influential.  
 
In the first part of the research, associations were described by examining bivariate relationships 
between key family characteristics of interest and child care types. In the second part of the 
research, a generalised logit model was estimated to allow for assessment of the combined effects of 
the variables. 
  

2.  Data for the study 
Data for the analysis were derived from the Household, Income and Labour Dynamics Survey of 
Australia (HILDA) Survey. The HILDA Survey is a household-based panel survey, which collects 
data in three main areas: economic and subjective well-being, labour market and family dynamics. 
Wave 2 of the Survey was conducted between August 2002 and March 2003 and comprised 7245 
responding households. Child care questions were asked of 1120 households where there was a 
resident child(ren) aged under 6 years. 
  

3.   Methodology 
The four categories of the dependent child care variable were derived from the family’s child care 
use by type of care used: informal care, formal care, a combination of informal and formal care, or 
no non-parental child care. For the purposes of the research, informal care was defined as non-
regulated care arranged by a child’s parent or guardian in the child’s home or elsewhere. It 
comprised care by a child’s (step) siblings, relatives, friends or neighbours, paid sitters or nannies, 
and may have been paid or unpaid. Formal care was defined as regulated care away from the child’s 
home and included out of school hours care, family day care and centre based long day care. Use of 
preschool was excluded from the analysis. 
 
Independent variables examined in the analysis included: financial year income and wealth, age and 
number of children, work status, family composition and the availability of an alternative carer in 
the household. The effects of a non-English speaking background were described by examining 
whether the primary carer’s first spoken language was English, while two control variables for 
geographic variance were included to account for differences in the availability and cost of care. 
Variables were tested for significance in the bivariate (Chi-square) and multivariate analysis 
(Likelihood ratio). 
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4.  General trends 
Overall, 24.8% of households used informal care, 16.5% used formal care and 17.0% used a 
combination of both informal and formal care. The remaining 41.7% households used no non-
parental child carei.  
 
The hours and cost of child care 
The highest costs and longest hours were observed for families using work related care for children 
attending formal child care services. The least costly care and lowest hours were observed for 
families using non-work related informal care (Table 1). 
 
Table 1: Average Weekly Out of Pocket Costs and Hours Used for Families Using Work Related and Non-work 
Related Child Care for Under School Aged Children, Per Child 

Source: HILDA (wave 2, 2002-03) 
 
Almost 97% of families using formal child care arrangements paid for their child care. Over 25% 
paid less than $20 per week and over 20% paid more than $100 per week (Table 2). In over 77% of 
cases where families used informal care, the care was provided for free. 
 
Table 2: Usual Weekly Cost of Child Care by Care Type, Families  
with a Below School Aged Child  

Note: Families may have also have one or more children over school age 
Source: HILDA (wave 2, 2002-03) 
 
While it is not possible to accurately determine the amount of CCB also received by these families 
to assist them with the cost of their child care, on average, in January to March 2003, customers 
receiving CCB received $50 per week per child for children attending Long Day Care, and $52 per 
week per child for children attending Family Day Care (FaCS, 2005). The CCB amounts represent, 
on average, 68% and 54% of Long Day Care and Family Day Care fees charged to families 
respectively, noting that families on lower incomes received relatively larger amounts. 
 
Where work related care was used by families with an under school aged child, families using 
combined care arrangements, on average, used 1.6 times more hours of care than those families 
using only informal care, and 1.2 times more hours of care than those families using only formal 
care (Table 3). There are various explanations for a family’s use of combined care where long hours 
are required. Families may be seeking to keep costs down by supplementing formal care with 
cheaper informal care, they may be choosing care provided by relatives in a home environment to 
balance out regulated formal environments (Bowes et al 2003), or they may be seeking to relieve 

Cost Hours Cost Hours
Informal care $23.50 16.3 $3.40 6.1
Formal care $70.40 25.1 $22.90 11.7

Work related Non-work related
Care type

Formal Care Informal Care
% %

no cost 3.3 77.7
$1 - $19 25.5 5.2

$20 - $39 21.1 4.5
$40 - $59 13.8 3.9
$60 - $79 10.5 2.1
$80 - $99 5.3 1.1

$100 - $149 10.0 20.1
$150 - $199 6.4 1.3
over $200 4.3 2.2

Usual weekly 
cost
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the burden of long hours of child care on informal carers. Alternatively, combined care 
arrangements may be providing some families with the flexibility to manage work and family 
commitments. 
 
Although data are not provided in the HILDA Survey to test all these theories, Table 3 shows that 
the type of care used is associated with family income and the cost of the care. 
 
Table 3: Average Hours, Cost of Care and Financial Year Income by Care Type Used,  
Families with a Below School Age Child Using Work Related Child Care 

Note: Families may have also have one or more children over school age 
Source: HILDA (wave 2, 2002-03) 
 
Although as income increases, government assistance decreases and out of pocket expenses 
increase, on average, families using combined care had higher incomes and used longer hours of 
care than those using formal care, but their out of pocket costs were similar because they were using 
less formal care. The lowest average hours were observed for informal care users, yet their average 
incomes were similar to combined care users, suggesting that some higher income working families 
were relying on parental care supplemented with a smaller amount of informal care to manage their 
work and family commitments. 
  
The incomes of Australian families with children 
The lowest proportion of families using no non-parental child care were observed at low incomes, 
while the highest proportions of families using combined care were observed at middle and high 
incomes (see Table 4). The lowest proportion of informal care use was observed for the lowest and 
highest income families, with informal care use at all incomes being dominated by child care 
provided by relatives. 
 
The high proportions of families using no non-parental child care observed for higher income 
families was not expected as increasing income is generally associated with increasing labour force 
participation and higher demand for child care. However, survey data revealed that where parent(s) 
worked full-time, those families using only parental care were managing their caring 
responsibilities with a range of work schedules, including one or both parents working from home 
(53.3%), working regular evening or night shifts (6.1%), or working rotating or split shifts (5.1%). 
Further, the proportion of families with a child aged under 6 years using home based work was 
found to increase as income increased.  
 
Is wealth associated with particular care types? 
Wealth was examined in the analysis to determine whether net worth provided a degree of 
economic security not necessarily measured by income, however there were no associations 
observed between average net worth and use of child care, and average net worth was found to be 
relatively similar between care types and not necessarily correlated with income. The absence of an 
expected association may be due to the distribution of wealth in Australia, with most wealth being 
held by middle-aged working households who have saved for a good many years and have not yet 
retired (HILDA Survey Annual Report, 2003), rather than younger households comprised of 
families with children aged under 6 years. Based on these findings it appeared that family’s use of 
child care is more motivated by regular household earnings and expenses, rather than the value of 
their asset base. 

Care type

Average 
hours of 
care per 

week

Average 
cost of 

care per 
week

Financial 
year 

income
Informal care 20.2 $35.64 $64,600
Formal care 27.8 $75.90 $54,500
Both informal and formal care 32.8 $74.73 $65,200
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The influence of the age and number of children 
Figure 1 shows the relationship between the age of the youngest child and type of child care used. 
When the youngest child was an infant, a high proportion of families used informal or parental care, 
however when the youngest child was aged one year, the proportion of families using formal care, 
or a combination of care types rose to similar levels observed for informal care. Overall, the 
proportion of families with young children using child care peaked when the youngest child was 
aged between 2 and 4 years (see also Table 4).  
 
 Figure 1: The Age of the Youngest Child by Type of Child Care Used, All families with Child(ren) Aged Under 
15 Years 

Source: HILDA (wave 2, 2002-03) 
 
The peak in the proportion of families using only parental child care at age five was mirrored by a 
decline in informal care use. This may reflect families moving their children from informal care to 
preschool and then back to informal care when they start full-time school. The same relationship is 
not observed for families using formal care, or combined care, as a large proportion of formal child 
care services in Australia offer in-house preschool programs, or take children to neighbouring 
government regulated preschoolsii.  
 
Family work status 
As expected, the largest proportion of families using no child care were those with at least one 
parent who was not employed (61.5%), however over 15% of families working full-time and part-
time also reported that they used no child care (see Table 4). Consistent with findings overseas 
(Connelly & Kimmel, 2003), a higher proportion of families employed part-time used informal care 
when compared to families employed full-time. 
 
What types of families are associated with particular care types? 
Differences between single mother, single father, two parent families and type of child care used 
were not significant in the bivariate analysis, however significant results were found when family 
type was examined in combination with other variables included in the study. For example, there 
were significant differences in the average hours of work for single mother and couple families with 
single mothers using almost twice the amount of formal care when compared to the hours they 
worked (see Table 5).  
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Table 4: The Demographic Characteristics of Families with Children Aged Under 6 Years by Type of Child Care 
Used 

Source: HILDA (wave 2, 2002-03) 

Informal 
care only

Formal care 
only

Both 
informal and 
formal care

No non-
parental 

care used n
% % % % %

Financial year income (p<0.0001)
under $40 000 20.4 16.3 12.6 50.8 45.5
$40 000-$49 999 28.8 22.7 18.6 29.9 9.1
$50 000-$69 999 24.8 12.9 20.8 41.5 16.8
$70 000-$89 999 31.4 17.2 25.7 25.8 13.3
$90 000-$99 999 28.0 36.4 23.0 12.5 2.4
$100 000-$119 999 27.4 20.6 17.3 34.7 4.8
over $120 000 19.5 11.5 30.9 38.1 8.3

Age of the youngest child (p<0.0001)
0 years 27.7 10.2 12.1 50.1 25.4
1 year 20.9 14.2 17.8 47.1 17.7
2 years 24.2 23.5 22.4 29.8 16.1
3 years 25.0 21.2 22.0 31.9 16.2
4 years 27.8 19.4 16.9 35.9 12.3
5 years 21.8 14.3 12.7 51.3 12.3

Number of children under six (p<0.0001)
1 child 26.6 17.5 16.4 39.6 64.9
2 or more children 21.4 14.5 18.3 45.8 35.1

Family work status (p<0.0001)
Full-time 25.2 25.1 34.6 15.1 11.4
Part-time 34.6 19.9 26.7 18.9 29.2
Unemployed 18.5 13.3 6.7 61.5 48.3
Unknown 25.8 12 18.8 43.4 11.0

Family type (not sig.)  
Couple 25.8 16.3 16.7 41.3 81.7
Single mother 20.9 18.5 19.9 40.7 17.0
Single father 8.5 21.9 12.4 57.3 1.4

Educational attainment (p<0.0001)
Bachelor degree or above 30.3 20.0 22.0 27.7 22.9
Certificate or diploma 24.5 18.0 18.2 39.3 37.1
Year 12 29.9 10.4 15.5 44.2 13.4
Year 11 or below 18.3 14.8 12.3 54.6 26.6

Non-English Speaking Background (p<0.0001)
English first spoken language 26.1 16.9 19.0 37.9 85.6
English not first spoken language 16.7 13.5 5.2 64.6 14.4
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Table 5: Average Usual Weekly Hours of Work for Single Mother and Couple Families Using Work Related 
Under School Age Care by Care Type 

Source: HILDA (wave 2, 2003-03) 
 
The effect of educational attainment 
Primary carers holding bachelor degrees and above had the highest overall child care use when 
compared to the other care type categories (see Table 4). A lower proportion of primary carers with 
highest educational attainment of year 11 and below used non-parental child care. 
 
Is non-English background associated with the type of child care used? 
Where the primary carer’s first spoken language was not English, over 64% of families used only 
parental child care compared with 38% of families where the primary carer’s first spoken language 
was English (see Table 4). Consistent with the study by Greenblat and Ochiltree (1993), a small 
proportion of families with a primary carer whose first spoken language used combined care 
arrangements. 
 
Regional variation 
There is significant variability in child care fees across regions, States and Territories, with the cost 
of care being greater in the ACT and NSW  (Report on Government Services, 2005). Despite 
evidence for variation in costs across geographic areas, differences in the type of child care used by 
families living in different geographic regions were not significant when other variables were 
controlled for in the analysis. As such, geographic differences were noted as an effect on the use of 
child care for a small number of families but were not considered to provide a major influence on 
associations observed in the study. 
 

5.  Multivariate analysis 
The results of the multivariate analysis showed that when compared to families using only parental 
care, families using informal care were more likely to have incomes of $40 000 to $49 999 or 
$70 000 to $89 999 than low income, have a child aged between 2 to 3 years than a younger child, 
were more likely to be working full-time or part-time than be not employed, and were more likely 
to have primary carers with higher educational attainment than low educational attainment. When 
compared to families using only parental child care, families using informal care were less likely to 
have two or more children than one child and were also less likely to have primary carers from non-
English speaking backgrounds (Table 6iii).  
 
When compared to families using only parental care, families using formal care were more likely to 
have incomes between $90 000 to $99 999 than low income, have a child aged between 2 to 3 years 
than a younger child, were more likely to be working full-time or part-time than be not employed, 
and were more likely to have primary carers with educational attainment of Bachelor degrees and 
above than low educational attainment. Families using formal care were also less likely to have high 
incomes and primary carers from non-English speaking backgrounds. 

Care type

Mothers 
hours of 

work

Average 
hours of 

child care

Mothers 
hours of 

work

Fathers 
hours of 

work

Average 
hours of 

child care
Informal care 17.1 14.7 21.0 42.6 19.0
Formal care 15.8 31.0 22.4 40.0 27.9
Both informal and formal care 29.0 30.8 22.3 39.1 28.7

Average number of children under 6 1.2 1.4
n 45 341

Single mothers Couples
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When compared to families using only parental child care, families using combined informal and 
formal care were more likely to be middle income than low income, have a child aged between 2 to 
3 years than a younger child, were more likely to work full-time or part-time than be not employed, 
were more likely to be single mothers than couple families, and were more likely to have primary 
carers with higher educational attainment than low educational attainment. When compared to 
families using only parental care, families using combined informal and formal care were also less 
likely have primary carers whose first spoken language was not English. 

6.  Conclusion 
Findings from the HILDA Survey both confirm the conclusions of related studies in Australia and 
overseas, and provide new insight into the relationships between family characteristics and use of 
informal, formal and combined informal and formal child care in the Australian context.  
  
Results of the study indicate that financial year income is associated with use of non-parental child 
care for children under school age. Although increasing income is generally associated with 
increasing labour force participation and higher demand for non-parental child care, large 
proportions of high income families were found to use only parental care and were managing their 
work and family commitments through the use of a range of non-standard work arrangements. 
Where longer hours of under school aged care were required, a high proportion of middle income 
families appear to be favouring combined care arrangements. 
 
Other factors examined in the analysis were also relevant to understanding the relationships 
between family characteristics and use of different types of child care. Child care use was 
associated with the age of the youngest child, with higher proportions of families with very young 
children using only parental or informal care.  
 
Work status was found to be positively associated with child care use, with a high proportion of 
families working full-time and part-time using all three non-parental child care types, in particular 
combined informal and formal care. There was also a positive relationship observed for single 
mothers and use of combined informal and formal care when compared to couple families and those 
families using only parental child care when the combined effect of the variables were considered.  
 
For couple families, mother’s hours of work, rather than father’s hours of work, were found to be 
associated with total hours of work related child care for under school aged children. Further, single 
working mothers were found to be using almost twice the amount of formal care than their hours of 
work, with extra hours of non-parental child care potentially being used for study, training or non-
work related reasons. 
 
When the combined effects of the variables were examined, high educational status of the primary 
carer was associated with higher proportions of families using non-parental child care, and non-
English speaking background was associated with lower proportions of families using non-parental 
child care.  
 
The presence of an alternative non-parental carer in the household and geographic factors were not 
found to be associated with type of child care used. However, the absence of an expected 
relationship between geographic factors and use of child care may require further examination as it 
could be a reflection of a small sample size in areas where there may be geographic influences, or 
that geographic factors are exerting similar pressure on use of different categories of child care. 
Further, wealth was not found to be associated with type of child care used and this may support the 
argument that family’s use of child care is affected more by regular income and expenditure, rather 
than the value of their asset base. 



 9

Table 6: Multinomial Logistic Regression Details: Model Parametersa, Exp (B) and Significance 
Levelsb 

(a) reference categories are italicized, pseudo R2= 0.316 
(b) * significant at the 0.05 level  
   
 Endnotes  
                                                 
i Overall, percentages of child care used by families with children under 15 observed in HILDA are consistent with the 
2002 ABS Child Care Survey. 
ii In May 2002 52.5% of Long Day Care Services offered an in-house pre-school program. Source: 2002 Australian 
Government Census of Child Care Services. 
iii The analysis did not test for the independence of irrelevant alternatives (IIA) due to inconsistent results often 
associated with tests for IIA (Long and Freese, 2003). Further when the data were examined using binomial logistic 
regression between paired categories, the results were consistent with those found using multinomial logistic regression. 
Variables for wealth, the presence of alternative carer in the household, State of residence and region were tested in the 
model and were not found to produce significant results (or change the rsquare value) in the presence of the other 
variables. 
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Reference category = Informal sig. Formal sig. Both sig.
no non-parental child care child care child care informal 

& formal
Financial year income  
   $40 000-$49 999 0.646 0.038 * 0.457 0.179 0.839 0.031 *
   $50 000-$69 999 -0.026 0.925 -0.570 0.072 0.779 0.019 *
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Family work status 
   Full-time 1.620 <.0001 * 2.140 <.0001 * 3.057 <.0001 *
   Part-time 1.665 <.0001 * 1.488 <.0001 * 2.380 <.0001 *
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Family type 
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Non-English speaking background
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