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How Affordable is Early Childhood Outline of presentation
Education and Care?: Methods and * Why do we need a measure of ECEC affordability?
Results from a Unique Famﬂy_speciﬁc * What’s wrong with current measures?
Measure ofAffordability * Two suggested measures - Low-Earner Affordability

Measure, Family Income Affordability Measure

¢ Data and methods

Gordon Cleveland and Michael Krashinsky N L
University of Toronto Scarborough * Results - how many families in what situations have

and Barry Forer what degree of inability to afford ECEC?

University of British Columbia

* Do our affordability measures explain current
employment decisions?

imulating the effect of policy changes on affordabili

Current ways of measuring
Affordability Matters affordability of ECEC

® Three central policy issues with early childhood OECD #1 — Ratio of average gross price of full-time,
education and care (ECEC, or child care): Availability, full-year regulated child care services for a 2-year-old
Affordability and Quality. child to the average gross earnings of a full-time full-

year worker. Designed for inter-country comparisons
* Existing measures of affordability are a good start, but

they are linked to “typical families” rather than OECD #2 — Take two-earner family earning 167% of
examining the span of families across Canada — the average earnings of a full-time full-year worker
different measure needed to guide the development of and adjust for taxes and benefits. Assume two
policy or the assessment of performance. children — ages 2 and 3 — and average price of full-
time regulated child care. Find net child care cost by
* Affordability matters for fairness, but especially for adjusting for available benefits. Divide net child care
reducing the conflict between raising children well and cost by net income of family.

maintaining continuous labour force attachment.

or example, look at OECD #1:
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OECD - Gross child care fee
as 9%, of average wage

Chart PF3.4.A: Childcare fees for a two-year old attending accredited early-years care and
education services, 2008

% of average wage (AW)
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Note: The average wage reflects the eamings of an “average worker”; see OECD, 2007, pp. 186-7 for detail.
‘Source: OECD Tax-Benefit model 2010

What’s wrong with this
approach?

® Only provides one number for “typical” family —
ignores families with more children, younger children,
lower (or higher) incomes

® Thus provides no feel for the range of affordability
within the country, cities vs towns, different provinces,
etc.

® No way to assess the effect of many policies on
affordability (eg. Change in CCED, change in UCCB)

® Assumes those not now working could earn same
wages as those currently working

® Does not permit use of index to examine behavior
(decision to work)

Our proposed measures

Low Earner Affordability Measure (LEAM) -
predicted net cost of preschool child care as % of
predicted net income contribution of second earner
employed full-time

® Family Income Affordability Measure (FIAM) -
predicted net cost of preschool child care as % of
predicted net family income with all earners
employed full-time

e ECEC costs are predicted based on child age,
province and urban size.

Predicted full-time incomes based on education,
d age-squared, birth-countr i ’

Data

Average child care prices from non-subsidized full-time
ECEC users in Survey of Young Canadians (2010-11).

Predicted or actual parent earnings from regression of
full-time employed persons with children 0-5 years in
Labour Force Survey, September 2010. Household
weights. Selection-corrected.

Model of low-income child care subsidies and social
assistance incomes for sole parent families.

Canadian Tax and Credit Simulator (CTaCS) to calculate
after-tax after-benefit incomes (from Kevin Milligan)
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Predicted annual ECEC fees

City Child
Size Age |Atlantic | Quebec |Ontario | Manitoba | Sask. |Alberta | B.C.
t?"fe 1 $1820 | $13576 | $7136 $11663 | $13312
2.3 $1820 | $11012 | $5517 $9445 | $11709
45 $1820 | $9261 | $5026 - | $8660 | $8935
::"i::i“'" $8394 | $1820 | $10333° $7536| - | $9665°
23 | $7930 | $1820 | $9363 $7343 $9469°
45 | $7644 | $1820 | $7559 $6338 $8923°
Small City, | $7874 | $1820 $6424 | $6653 | $8607
Town and
Butal 2.3 | $7397 | $1820 $5442 | $6891 | $8004
45 | $6575 | $1820 $4759 | $5928 | $8379

Provincial Affordability
Results
[ lieam  fam |
Quebec 11.2% 3.5%
Rest of Canada 50.1% 14.6%
Newfoundland 30.7% 9.7%
[P, 43.2% 13.1%
Nova Scotia 42.49, 12.9%
New Brunswick 41.8% 13.1%
Ontario 53.8% 15.7%
Manitoba 38.4% 10.1%
Saskatchewan 40.3% 10.7%
Alberta 46.2% 13.5%
British Columbia 54.1% 15.8%

Low-earner affordability — Canada
outside Quebec, dual-earner
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Low-earner affordability —
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Canada outside Quebec, dual-earner

Percent of families
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Family Income affordability
— Quebec, dual earner
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Low-Earner Affordability — Canada

Percent of families

outside Quebec, lone parent
ROC Lone Parents:Low-Earner Affordability
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Affordability Patterns

® Where is the affordability problem most acute?
® |n large cities (but small towns are second)

For two-parent families

For families with multiple children

For families with 1-year-old children

For families in the second income quintile

For families with a mother < 30 years

For families with mothers without college or university
completion

Does affordability predict labour
force behavior? Employment of
lower earner by value of LEAM

Value of | 010 30-40 | 40-50 6070 [70-80 [80-90 |90+ ToTAL
LEAM (%)

Currently 81% 80% 75% 62% 62% 61% 57% 48% 44% 41% 67%
Employed

Not 19% 20% 25% 38% 38% 39% 43% 52% 56% 59% 33%
employed

Does affordability predict labour
force behavior? Employment of
lower earner by value of FIAM

Value of 5-10 |10-15 | 15-20 | 20-25 | 25-30 | 30-40 |40+ TOTAL
FIAM (%)

Currently 76% 72% 66% 61% 57% 53% 38% 35% 67%
Employed

Not 24%  28% 34% 39% 43% 47% 62% 65% 33%
employed

How Doubling of Expense Deduction
Improves ECEC Affordability (LEAM)

Province Average LEAM |Average LEAM
before after
doubling of |doubling of
CCED CCED

Newfoundland and Labrador 30.7 29.5

Prince Edward Island 43.2 41.5

Nova Scotia 42.4 40.9

New Brunswick 41.8 39.9

Quebec 11.2 11.2

Ontario 53.8 48.7

Manitoba 38.5 38.3

Saskatchewan 40.3 39.8

Alberta 46.2 42.0

British Columbia 54.1 49.7

CANADA 41.5 38.3
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How Doubling of Expense Deduction S
Improves ECEC Affordability (FIAM) Continuing work...
Province Average FIAM |Average FIAM ® Better modeling of child care subsidies and social
before after assistance eligibility
doubling of doubling of
CeED coEp e Affordability measure for mothers?
land and L 9.7 9.3
Prinoe Edward Island 32 2. * Simulations of policy changes (UCCB, CCED,
New Brunswick 5.1 2.5 Quebec-style tax credit, income-splitting in tax
Quebec 3.5 3.5 system) on affordability
Ontario 15.7 14.2
ls‘“li‘t&: ig; igz ® When and how to use these measures? Simple
Aiborta e 73 ways to summarize results.
2:;:;? Columbia 122 i;i * How these measures can be replicated in other

countries




