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The pollcy pursued 3 major OJectIves:

o
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A 1. To fight poverty

= -"'2 Jjerncrease mothers™ participation in the labour market
-" 00 enhance child development/equality of opportunity for children
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'-;_E 'Sfprlie the large amount of public funds dedicated to this program,
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— d_|rect public:subsidies to childcare services increased from $209 million in fiscal
year 1995-96 to $1.4 billion in year 2004-05 —

there Is not ene study that examines whether the objectives pursued by this policy have
Deen reasonably: met.
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IvIimplementation of the poelicy InQUEDEC s

Childcare Services

“;; ey 1=t 1999 the 2.vear- olds (on September 30t) were eligible
“:‘."‘ PERAEE 2000, all children agedi0-4 years

Kindergarten (in public schools)

'E'F%r chlldren aged 5 years on September 301" 1997: full-day instead of part-day

Before- and after-school childcare (in public schools)
Bl On September 1998, the Department of Education began subsidizing before- and after-school
day: care at the reduced contribution of $5 per day per child




izl childhoed care and education policies in othew,ovmces —

—

T Childcare senvices
® In uJ}-n ovmces flee=sulsidy. progiam: Amount depends on femily income and s
gezired to JoW=lncore femilids —

e Kindergarten (in public schools)
1l Orrr: ;IO Mest Seheol boards offier a part-day junior kindergarten (2hoursl/2
ger cay) Nforchildren aged4
1617 o) OVifGESHpart=day (Zhours1/2 per day) kindergarten for children aged 5
JrL/‘J OVIRces (INew-Brunswick, Nova-Scotia) kindergarten is full-day
Ing eneral theage eliginility for kmdergarten IS 5 years of age

3 —*:-\.

Before- and after-school childcare (in public schools)

== WEnere i1sino general initiative from the provincial Departments of Education (like

_T"'_" = 1 QUEbec) to insure that all schools offer before- and after-school childcare
SEIVICES.

e —




pacés Spaces I for- Jiotal spaces Number: of childrem s

W profit centre with partly [less, thapsiyear],
(without) subsidized/at_-té‘ll" VEArS il

-
agreement reduced'iee

(15,665) 64,370 [90,417] 480,098

0479 (19,842) 76,029 [85,130] 460,657
L 20,328 17,629 (4 806) 74,058 [79,724] 445,143

2 761 715 [75,674] 428,297

) 1] [73,599] 412,161

[72,070] 397,971

[73,699] 381,522

[72,200] 373,264

[73,600] 368,920

[74,370] 371,028




dgetary credits for the childcare program in million of dollars, 1996- -199 LG
. 2004-2005 i

Not-fior-profit For-profit |© Parent fee-sulsidy, Jiotal Subsidy.

GG IVERrE et s Ceely ionday care and | subsidy, | per space

] spec_ll?_l gran]:ts$ In NS
iamily=leased EnSo
160 122 3,788
150 129 3,970
334 80 6,127
505 27 6,680
= '-..-.

--_-: = =2000- 001 695 7,432
: 2(_)01 -2002 872 ; 7,695
2002-2003 1,019 : 8,282
2003-2004 1,099 ; 8,015

2004-2005 1,162 , n.a.
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2. Conceptual 1ssues .
— .."-,...-’.

EEIEIESNsttmentsibefore (and'still tneresor 1 andi 2) the: low-fee policy:
1) Qudgaets refundable tax credit for childcare expenses (Contingent on income)
/) A0 EEICHERN{CIRCHIICCATEIEXPENSE: e federalilevell

— — .

Pelranifges u3|y IESEUrONNINCONIE) 2o grants toicenced” prowders

— Wi ihe .5 perrday policy, highiincome families experienced a larger reduction ininet
Jf]JJ(IL_gL e_ praces thanilew=income families, all other things equal

—~ Jnc,emu eeffects Intreduced by childcare subsidies depend on type of subsidy (Blau, 2003)
R ': WEANNnear subsidy ofi S dollars per hour: (W-F+S, were W=wage rate and F=Fee )
&= E ) Non-linear subsidy (based on income): S1 > S2>S3..

== E ) Other non-linear subsidy: fixed amount in $ or fixed number of childcare hours
-::* e Tihe $5 fee for day care: fixed cost for a fixed number of hours

T -
—

= > [0or5%/day: 10-11 hours of day care per day, independently from labour force status, hours of
- work and family income (or $1,305 per year for 261 days of full-time day care)

> Expectations: positive effects on labour force participation, hours at work; changes in type of
childcare used and hours spent in childcare by children
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S Empirical Medel: Based on a Difference-in-Diifferences Procedure

;— -
pproach o e

DDE“:E'.‘ VA-Y0|Q=1)={E(V1|0=1) = E((Y0|0=1)} ~ {E(Y1|C=0) — E(Y1=0/C=0)} (1)

WHETEN &SI OULCOmE neforerandraftera policy; @=treatment group; C=0Other provinces

Reclress]o'f- > Yit = a + BQi + yAi + BAQi + ¢it (2)

The -'pproach (Simply presented with two periods):

(T SGrQC. — T.GrQC)2002-1998 - (T.GrQC - T.GrQC)1998-1994]
less

== ~"'*{(C Gr.Can. — C.Gr.Can.)2002-1998 - (C.Gr.Can. — C.Gr.Can.)1998-1994]
- Gr=group=0-5 years




A more general mosel: —

Qi (11 + y12Qi)T + [y21 + y22(T-5)]I(T=s) + PQil(T=s) +&it (5)

cor __ct model is (5), DD estimates: B +vy12 (k + k*) + y22 k-1;
; - and DDD estimates: B +y12 k;l_f,*) + y22_ Ii—l

variables, an anticipation effect and year effects:

) .‘L .

__“_éQi + (y11 + y12Qi)T + [y21 + y22(T-s)]I(T=s) + ZBdQid +P’ Xit + €it (6)

where d=1998, 1999, 2000, 2001, 2002

it = Labour force participation (for specific months) in the reference year
-~ = Number of hours at work in the reference year
= Number of weeks at work in the reference year
= Earned income in all jobs in the reference year




4. Data set -
- —

Stailsiles ;rr ada lfengitudinal Survey: off Cahouirandiincome Dynamics (SLEID):
A platlopliels SUIVEY. 0N lousehelds (mcomes and Iabour force part|C|pat|on)
_— Covers all orovifeas aecagi: Farrltorias, feilie (e SEYAVE Tta'ry"'—— —

PYANEINOIGN/EArS Panel survey, the first panelfwas produced In 1993, Tihe same individuals
WEreNntEnIewed evenry year from 1998 1o 1998

11l _I.f)j rersecond panel wasi introduced covering the years 1996 te 2001
INICEeRENind panel was started to replace the first cohorts of respondents

PN iEN st panEl started!in 2002

pSince 1996; the SLLID!is composed of two cohorts representative of the total population of
& individuals aged 16 0r more

e

=% All mothers (Single and in two-parent families) with at least one child aged 0-5 years;
In'Quebec and other Provinces (Rest of Canada)

e Viothers by 2 levels of education (high school or less, and more than high school
e Children aged 1-5 years and 0-5 years
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gure 4: Mothers’ labour force participation rate in April by age of
;-?‘q..a.-q-
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T T T T T T T T T
1993 1994 1995 1996 1997 1998 1999 2000 2001
Year

—®— Q O-5 years=>0 ——® —- Q 1-5 years=0
C O0-5 years=0 C 1-5 years=0




;'E_...r-.; 5: Mothers’ labour force participation rate in August by
age o ildre

1993 1994 1995 1996 1997 1998 1999 2000 2001
Year

—®— Q 0-5 years>0 ——@® —- Q 1-5 years=>0
C 0O0-5 years=0 C 1-5 years=0




" Figure 6: Mothers’ annual weeks at work by age of children

-
‘I-__ | - | | | | | | | |
1993 1994 1995 1996 1997 1998 1999 2000 2001 2002
Year

—®—— Q 0-5 years=>0 ——® —- Q6-11 years>0 & 0-5 years=0
C 0-5 years=>0 —-— - C 6-11 years>0 & 0-5 years=0




+ Figure 7: Mothers’ annual hours at work by agé of children

0~~\_.//

| | | | | | | | | |
1993 1994 1995 1996 1997 1998 1999 2000 2001 2002
Year

—@®—— Q 0-5ans>0 ——@® —- Q6-11 years>0 & 0-5 years=0
C 0-5 years=>0 —-— - C 6-11 years>0 & 0-5 years=0
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~ Figure 8. Mothers’ annual average earned income in 1992%

1993 1994 1995 1996 1997 1998 1999 2000 2001 2002
Year

—®—— Q O0-5 years=0 Q 6-11years=0 & O-5years=0
C 0O0-5 years=0 C O-11years=0 & O-5years=0
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Average number of hours per week spent in primary care

|

|

(To allow parent(s) to work or study)

Year of wave

—e—— Q 1 year-olds
_____ ®---- Q 3 year-olds
— — — Rof C 2 year-olds

——4%-—- Q 2 year-olds
— — - Rof C 1 year-olds
—— == R of C 3 year-olds
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Average number of hours per week spent in primary care
(To allow parent(s) to work or study)

hours
15
1

ge

Avera
10

Year of wave

—=e— Q4 year-olds
----------- R of C 4 year-olds

——4&—- Q5year-olds
— —-- Rof C 5 year-olds




5. Results

-~ -l

Tnree Jrc}, ffications were estimatedioreach sample:
() VASSlimEs a constant: treatment efifect for the years 1999ito 2002
(5P BOE67000=(52001=(520007)iand eNesprogram trends (VA= yi12=0);

QI ASEImES Pre-program regional specific trends but keeps constant yearly
pIO0IEIM Effects;

QIVASSIImES pre-priogram regional specific trends as well as non constant program
gffeeis
WWithrendwithoeut an anticipation effect 31998

.;_',E.Ee trollvariables used:
i “'?-Ljnother’s age, age sguared, years of education, years squared, Immigration status,
—  adummy: variable for single-mothers, number of children older than 5 years of

age, number ofi children less than 6 years, the presence of a child less than 3, and
earned income from a source other than the mother




5. Results

o—

The dusnmyvelgldleio ghddile BT StaLstcallySIgnTicant, SHOWING that the first
yedrds e pregram moestly sulbsidized motners already. workmg

.|.a

Secord, \1\ do oL eject the model with no pre-program trends and do not reject the
nuJJ 9f equal Efffiects Whenipre-program trends are present

;icatlon () shews an Increasing effect of the program that is consistent with the
= ,r_adual Icrease in subsidized places

— ‘Samples W|thout children aged less than 1 year produce slightly larger effects for the
program

Program effects are estimated to be positive and statistically significant

Tihe program effects are larger for mothers with a high school education or less.
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5. Results

o—

BEBIIREGNCE Participation
=orRelINTBIErS, theleffects, Whenlconstant; range beQ/_yeen 7.5.2N0.9.2
SE)ISRENENIEN AROESTERECIS aretioiFthenyear 2001 ana 2002 ranging
oervvé_é 14 and 13 points,
WiIcH) lelieveny large considering the participation rate was around 57%
n 0 ebec T89S (69% 1ni2002)

= 1
. =

ual Hours at \Work

e ——

= Effects range vetween 138 and 148 hours when the sample is not split by
= : education (average of 1,000 hours in 2002)
~ Ve observe a pattern of increasing policy effects from 1999 to 2002, with
coeffiicients for 2001 and 2002 being statistically significant and large
(between 182 and 321 hours for the complete samples)
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5. Results

ARNEIRVEEKS at VWork .

IMENEHIECISEn0e between 3.3 and 4.6, guiterlarge effiects as the average number of
WEERSWOIKedWas S0/ in 19931analS7:1n; 2002

—
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IMESHONUESHEIECTS are for |ess educated mothers. This Is consistent with the results
eJiRelliBINoUIS Worked

‘.'“'
.

rrea ncrease with time, reaching up to 9.2 weeks (but with a large standard
erm Ffor-uneducated mothers. For mothers with children from 1 to 5, the effect for
007156, 1 andistatistically significant. The general pattern of the results is
=3 =G0 S|stent With participation and hours worked

— A‘I‘ﬁqual Real Earnings (in 1992%)

Results depend on specification; the effects on earnings are not always statistically;
Around $2,000 per year when significant
(average earnings in 2002=%$16,000; in 1996=%$11,000)




6, Conclusiens — —
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SSElNeNel oWETee policy, families paid—(;h average $18 per day: before tax and credits. On the
WESISIGIRtMISI InTermation we: can| say. that pricesifell on average: by approximately’ 50 percent

P ——— i ——

- The estlgleidel eifgigigfigeige |16y (Iabour force part|0|pat|on annualfheurs worked weeks
erRenienuiearnings) are all guite credible:and in line with'the: price elasticities found in other
emp]r].r‘*: r'studles on childeare

l‘l.
-
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Policy 1f Ilcatlons
C_

iE lderlng the costs of the program (on an annual basis):
;‘ = 0) O average the subsidy is $8,000 per space in year 2003-2004
- _;_} & 5) Forachild aged less than 18 month in a not-for-profit centre: ~ $15,000
-_-;,-:-:-:L_-:v- - C) Feira 2-4 years child in a not-for-profit centre: $10,500
~d) Fora 2-4.years child in a for-profit centre: $7.500

e) Fora 2-4 years child in a family-based day care setting: $5,800

— The public funds dedicated to the policy appears relatively high if their only advantage is to
Increase labour supply. A large wedge has been created between what is actually paid for by
the parents (since January 2004, $7 per day) and the actual cost of day care (closer to an
average off $40 per day)
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Epricing policy: coupled with; the necessity. of UtiZAMNGNESE SeIVICES
ys PErWeek creates strongidistertions relatedtortie opiimal choice: of day,

e eLer asiimancially attractiveroptions fier families withivery young children
(2.¢). casfi=for-care, fralf-cay o freli-ywealc day ceg ) - -

SNV OSIREUICAL0NS I centre are unionized with federations representing employees in
e g catlon SECLOr

— W‘ 9Espirall Union leaders maintain that educators are underpaid and that their
e es do euYespect gender equity (since almost all educators are women).

=75 0 ‘é'r Weaknesses:

= ..ﬂ--=-u-=.~ “©ne size fiits all 1ssue™: regime serves well needs of two-parents families
__'_'__"‘*-' “working full-time with a rather standard working schedule

= e Participation in subsidized childcare is skewed towards double-earners high
1nceme families (problem of horizontal and vertical equity of the in-kind transfers)

e |_ow participation of vulnerable and at-risk children and, if in childcare, more
likely to be'in low-guality childcare services (according to two surveys on childcare

quality)




