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Summary

The struggle to balance work responsibilities with family obligations may be most difficult for
working parents of the youngest children, those five and under. Any policy changes designed to
ease the difficulties for these families are likely to be controversial, requiring a careful effort to
weigh both the costs and benefits of possible interventions while respecting diverse and at times
conflicting American values. In this article, Christopher Ruhm looks at two potential interven-
tions—parental leave and early childhood education and care (ECEC)—comparing differences
in policies in the United States, Canada, and several European nations and assessing their
consequences for important parent and child outcomes.

By and large, Canadian and European policies are more generous than those in the United
States, with most women eligible for paid maternity leave, which in a few countries can last for
three years or more. Many of these countries also provide for paid leave that can be used by
either the mother or the father. And in many European countries ECEC programs are nearly
universal after the child reaches a certain age. In the United States, parental leave, if it is avail-
able, is usually short and unpaid, and ECEC is generally regarded as a private responsibility of
parents, although some federal programs help defray costs of care and preschool education.

Ruhm notes that research on the effects of differences in policies is not completely conclusive,
in part because of the difficulty of isolating consequences of leave and ECEC policies from
other influences on employment and children’s outcomes. But, he says, the comparative evi-
dence does suggest desirable directions for future policy in the United States. Policies establish-
ing rights to short parental leaves increase time at home with infants and slightly improve the
job continuity of mothers, with small, but positive, long-run consequences for mothers and
children. Therefore, Ruhm indicates that moderate extensions of existing U.S. leave entitle-
ments (up to several months in duration) make sense. He also suggests that some form of paid
leave would facilitate its use, particularly among less advantaged parents, and that efforts to
improve the quality of ECEC, while maintaining or enhancing affordability, are desirable.
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alancing the competing needs
of work and family life is a
challenge for most households,
but the difficulties may be
greatest for households with
young children, defined here as newborns
through age five. Parents in many of these
families struggle to find sufficient time both
to fulfill work responsibilities and provide the
intensive care that young children require.

Two trends exacerbate this struggle in the
United States. First, mothers with infants and
small children engage in market employment
at much higher rates than they once did.
Sixty percent of mothers with children under
the age of six worked in 2008 compared with
33 percent in 1975.! This near-doubling
reflects a general increase in the share of all
working women as well as particularly fast
growth in employment among mothers.
Second, more children are now raised by
single parents, mostly females: the proportion
of children under age eighteen in sole-parent
households rose from 23 percent in 1980 to
30 percent in 2008.% Clearly, single-parent
households do not have the option of one
parent working while the other cares for the
children, nor do these households have the
same flexibility as two-parent families to
coordinate work schedules with family
obligations. The growing number of single-
parent households also suggests that fewer
adults are available to share family responsi-
bilities. In combination, these trends imply
that a smaller fraction of young children
reside in families with an adult who does not
work or works only part time: the share of
children with a nonworking parent declined
from 64 to 34 percent between 1967 and
2009; the fraction with all parents in the
household employed full time and full year
rose from 14 to 33 percent.’®
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Public policies designed to ease work-family
conflicts have been implemented at both the
federal and state level. The most significant
is the 1993 Family and Medical Leave Act
(FMLA), which provides some parents the
right to twelve weeks of unpaid leave follow-
ing the birth of a child or for other reasons.
Entitlements to job-protected or paid leave
nevertheless remain extremely limited in the
United States, particularly in comparison
with other countries. In 2006 the United
States was 1 of only 4 nations, of a total of
173, that did not guarantee some measure of
paid maternity leave.* Even more significant,
all other developed countries provide new
parents rights to paid time off from work,
and these entitlements often last well into
early childhood.” Also important are poli-
cies related to the provision and financing of
early childhood education and care (ECEC).
Indeed, in many countries the distinction
between parental leave and ECEC is no
longer clear-cut. Parents often have rights

to extensive leaves that cover a substantial
portion of the early childhood period, and
policies related to time off work and care of
infants and toddlers are often fairly tightly
integrated.®

By and large, U.S. parental policies differ
dramatically from those in other industrial-
ized countries. Foreigners frequently express
surprise at the limited nature of U.S. policies,
and changes that would be considered radical
by many Americans are modest by their
standards. Given these substantial differences
in attitudes, traditions, and the institutional
environment surrounding families and work,
parental leave and ECEC policies in place
elsewhere may not produce the same results
in the United States. Still, the experiences of
other nations may offer useful lessons that
could help shape workable policy in the
United States.”



This article summarizes key characteristics
of parental leave and ECEC policies in the
United States, Canada, and countries of
Western Europe and assesses their con-
sequences for important parent and child
outcomes. Isolating the effects of these poli-
cies from other influences on the family-work
balance is challenging. Recently, however,
researchers have begun to use a variety of
sophisticated estimation procedures (such as
difference-in-difference, instrumental vari-
ables, and regression discontinuity methods)
in an effort to do so. Although considerable
uncertainty often remains, as reflected in

the somewhat ambiguous results reported in
several places in this article, these findings
from the United States and other advanced
countries nonetheless point in some interest-
ing policy directions.®

Availability of Parental Leave

As noted, the primary parental leave policy
in the the United States is the FMLA, which
was enacted in 1993 after years of debate.
This law entitles eligible workers to twelve
weeks of job-protected leave during a twelve-
month period to care for newborns or newly
adopted children; leave may also be taken for
serious medical problems experienced by the
employee or relatives. Although historic by
U.S. standards, the FMLA contains significant
limitations. First, the leaves are unpaid,
although employers must continue health
insurance coverage, and workers can be
required to use accrued sick leave or vacation
before taking FMLA leave. Second, small
companies (employing fewer than fifty
persons within seventy-five miles of the work
site) are not covered by the law, and individu-
als in covered companies must have worked
at least 1,250 hours during the previous
twelve months to be eligible. Finally, job
reinstatement (in the same or an equivalent
position) is not guaranteed for certain “key”
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employees. Because of these restrictions, only
around half of private sector workers are
eligible to take FMLA leaves.

Twenty-five states had enacted some type

of parental leave before the federal law was
put in place.” Many of the rights provided

in these state laws were less generous than
those under the FMLA and so were sub-
sumed by it. However, fifteen states and

the District of Columbia currently supply
benefits that exceed the federal law in at least
some dimension, as detailed in table 1. Most
frequently, eligibility is extended by cover-
ing smaller firms or relaxing the work history
requirements; four states and the District
of Columbia also provide for slightly longer
unpaid leave periods (between thirteen and
seventeen weeks).

Six states provide rights to paid family leave."
These entitlements take two forms. First,
after passage of the federal Pregnancy
Discrimination Act in 1978, the five states
providing temporary disability insurance were
required to treat pregnancy as a short-term
disability. As a result, new mothers in these
states receive partial payment (usually
one-half to two-thirds of earnings) for around
six weeks; job reinstatement at the end of the
leave is not guaranteed." Second, three states
currently offer or are scheduled to provide
explicit paid parental leave. California did so
first. Its program, which took effect in 2004,
offers six weeks of leave for an employee to
bond with a newborn baby or with an adopted
or foster child (or to care for a seriously ill
parent, child, spouse, or registered domestic
partner), with 55 percent of earnings
replaced (up to a ceiling).'> Coverage
includes part-time workers and those working
in relatively small firms and so is broader
than that under the FMLA, but job protec-
tion is not guaranteed (unless the employee is
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Table 1. Additional State Leave Entitlements beyond FMLA

Expanded rights to unpaid leave

Fewer
work hours

State Smaller firms Shorter tenure

Temporary
disability
insurance

Longer leaves Paid leave

California

X X

Connecticut

District of Columbia X

Hawaii X

Maine

Massachusetts

Minnesota

X | X | X | X

Montana

X | X | X | X | X | X | X | X

New Jersey

New York

Oregon X X X

Rhode Island

Tennessee X

Vermont X

Washington

Wisconsin X

Sources: Wen-Jui Han and Jane Waldfogel, “Parental Leave: The Impact of Recent Legislation on Parents’ Leave Taking,” Demography
40, no. 1 (2003): 191-200; Sarah Fass, Paid Leave in the States: Critical Support for Low-Wage Workers and Their Families (New York:

National Center for Children in Poverty, Columbia University, 2009).

Note: The table excludes parental leave laws covering state employees only.

also covered by the FMLA). New Jersey’s
paid leave law, enacted in 2008, also provides
for six weeks away from the job and sets a
higher earnings replacement rate than
California does (66 versus 55 percent) but a
lower maximum weekly benefit ($546 versus
$959 in 2009). Job protection is not guaran-
teed, nor are part-time workers covered.
Finally, Washington state enacted a law to
provide state payments during five weeks of
leave at a flat weekly rate of $250, with
prorated pay for part-time workers and job
protection for persons meeting a work history
requirement and in companies with twenty-
five or more employees. This program was
scheduled to begin in 2009, but budget issues
have delayed its implementation until 2012.
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In contrast to the United States, Europe

has a long tradition of maternity leave—the
first programs were enacted in Germany
and Sweden at the end of the nineteenth
century. These rights were initially linked to
sick leaves, ranged between four and twelve
weeks, with limited lump sum or flat rate
payment benefits and no job protection.”® By
World War I thirteen countries supplied paid
maternity leave (eight more offered unpaid
leave), and all major Western European
countries did so by the start of World War
II. These policies were typically paternalistic
in their concern for the health of the child
and mother, with mothers required to take
at least some of the leave, and often had a
pronatalist and nationalistic orientation.
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Table 2. Parental Leave Entitlements in Europe and Canada, 2008

Number of months

Country Total leave Leave exclusive Paid leave Paid 2/3 earnings
to fathers or more

Austria 24.0 0 24.0 4.0
Belgium 9.5 3.0 9.5 4.0
Canada 12.0 0 11.5 0
Denmark 12.0 0.5 11.5 12.0
Finland 38.0 1.0 38.0 11.0
France 37.5 0.5 10.0 4.0
Germany 39.5 2.0 17.5 15.0
Greece 16.0 6.5 10.0 8.0
Iceland 15.0 6.0 9.0 9.0
Ireland 16.0 3.5 6.0 6.0
Italy 14.5 4.0 10.5 4.5
Netherlands 16.0 6.0 4.0 4.0
Norway 34.5 14.0 12.5 12.5
Portugal 36.0 5.0 12.0 6.5
Spain 72.0 36.0 4.0 4.0
Sweden 36.5 18.0 16.5 13.0
Switzerland 3.5 0 3.5 3.5
United Kingdom 18.5 3.75 9.5 1.5

Sources: Peter Moss, ed., International Review of Leave Policies and Related Research, 2009 (London: Employment Relations Research
Series 102, University of London, 2009); Rebecca A. Ray, A Detailed Look at Parental Leave Policies in 21 OECD Countries (Washington:

Center for Economic Policy Research, 2008).

After World War II many European countries
began to broaden eligibility for maternity
leave, expand its durations, and provide or
enhance cash payments."* Since the 1960s
these policies have evolved from prohibi-
tions on employing women before and after
birth to job-protected time away from work
to care for young children. Many nations

that previously mandated compulsory leaves
added job protection and, starting in the
mid-1990s, extended leave durations through
the implementation of parental leave provi-
sions available to mothers or fathers.'” This
latter provision reflects a desire in many
European countries for greater gender neu-
trality in leave policies.'® Such concerns are
particularly salient; extended leave formerly
was taken almost exclusively by mothers,

raising the possibility that the policies might
have reduced rather than increased gender

equity.'”

Current European parental leave policies
exhibit substantial cross-country variation,
but most share some common elements.'®
Table 2 summarizes key characteristics of
these systems, showing total duration of
parental leave entitlements in 2008, leave
exclusively provided to fathers, and the
number of months of paid and highly paid
leave (highly paid leave is defined as time
off work with at least two-thirds of earnings
replaced)."

All European nations offer paid maternity
leave, typically fourteen to twenty weeks
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(sometimes subsumed into the broader
parental leave system), with 70-100 percent
of wages replaced. The variation in leave
entitlements is much wider following the end
of maternity leave. Three years or more of
job-protected leave are provided in Finland,
France, Germany, and Spain; the duration
ranges between eighteen months and two
years in Austria, Norway, and Sweden. These
long durations can be misleading, however,
because some countries (Austria, France, and
Spain, for example) offer high wage replace-
ment rates for only a portion of the period,
whereas others (such as Denmark and Italy)
provide shorter leaves but at higher rates

of pay.

Paternity leave is less common and of shorter
duration. All but two of the seventeen
European nations listed in table 2 provide
fathers at least some time off work, but only
five countries (Finland, Germany, Iceland,
Norway, and Portugal) replace at least
two-thirds of wages for three weeks or more;
others offer new fathers only a few days of
high-wage replacement (Greece and the
Netherlands) or none at all (Austria, Ireland,
and Italy).* Where fathers take significant
time off work, it is usually because countries
provide nontransferable leaves or offer
“bonus” arrangements extending the total
leave period if some is used by fathers.

Leave payments are generally financed
through payroll taxes or general government
revenues, rather than directly by employers,
consistent with standards set by the Interna-
tional Labour Union and the European
Union. The government payments are
motivated by a desire to spread the costs
widely to avoid burdening specific employers
and to reduce the likelihood that companies
discriminate against those workers most
likely to take leave. Employment history
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requirements are short—usually six months
or less with the firm—although some coun-
tries require slightly longer periods of work
or social insurance contributions before a
worker qualifies for full benefits.?!

Using the total number of months of highly
paid parental leave as a summary indicator
of leave rights, Germany and the five Nordic
countries (Denmark, Finland, Iceland,
Norway, and Sweden) are the most gener-
ous, providing nine to fifteen months at high
wage replacement. Less generous are Great
Britain, which offers less than two months,
at high replacement rates, and eight nations
(Austria, Belgium, France, Greece, Italy, the
Netherlands, Spain, and Switzerland) that
provide about four months.*

The use of parental (but typically not mater-
nity) leave can be quite flexible. Depending
on the country, employees may be able to
use the leave at any point until the child
reaches a specified age, take longer leaves
at lower wage replacement rates or shorter
leaves at higher replacement pay, combine
part-time work with partial leave payments,
reduce work hours, take specified breast-
feeding breaks, and refuse overtime or
scheduling changes that conflict with family
responsibilities.

Canadian leave policies are of interest given
the similarities of many Canadian and U.S.
institutions and traditions (for example, both
countries are federal systems in which some
laws and policies differ from state to state).
Although only three Canadian provinces
offered job-protected maternity leave in
1970, by 1981 all mandated rights to at least
fifteen weeks of leave; in 2008 the durations
ranged from fifty-two to fifty-four weeks,
except in Quebec, where the duration was
seventy weeks.?* Leave is currently paid at



55 percent of average earnings, up to a ceil-
ing (the rate is higher in Quebec). The first
fifteen to eighteen weeks are maternity leave,
reserved for mothers, while either parent can
use the remainder. Leave is administered

at the provincial (rather than the national)
level, and benefits are provided through the
employment insurance system and financed
by employee premiums. To qualify for leave,
individuals must have worked at least 600
hours and paid employment insurance premi-
ums for the past year.

Canada provides lower wage replacement
rates (particularly during maternity leave)
and has stricter eligibility criteria than is the
case in much of Europe; however, the leave
durations exceed those in Austria, Belgium,
Ireland, Switzerland, and the United
Kingdom. Thus, in the European context,
Canada falls in the middle in generosity,
while being unusual in administering family
leave benefits through the employment insur-
ance rather than social insurance system.

The costs of parental leave are fairly modest.
Expenses in the Nordic countries averaged
0.5 to 0.7 percent of gross domestic product
(GDP) in 1998; those in other European
nations ranged from less than 0.1 to 0.4
percent. These figures had changed only
slightly by 2002, despite increased generos-
ity of the programs in some countries, to
between 0.5 and 0.8 percent of GDP in the
Nordic countries and 0.1 to 0.2 percent of
GDP in seven other Western European
nations (Austria, Germany, Ireland, the
Netherlands, Portugal, Switzerland, and the
United Kingdom).” These estimates sug-
gest that substantial expansion of leave rights
(including paid entitlements) in the United
States would not be prohibitively expensive.
As further evidence, the California paid-leave
program is financed completely by employee
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payroll tax contributions that were capped at
$64 a worker in 2005.2° Such costs are also
small relative to other related social expen-
ditures. For example, in 2007, the latest year
for which common data are available, the
United States spent 7.6 percent of its GDP
on education, while the OECD average was
5.7 percent.”’

Consequences of Parental

Leave Policies

Governments enact parental leave entitle-
ments to help parents balance the compet-
ing demands of work and family, to improve
the labor market status of women (including
reducing the “family gap” in earnings), and to
enhance child and maternal health and devel-
opment. Some European nations also use
these policies in an effort to increase gender
equity and raise fertility.

Parental leave permits employees to take
time off work, rather than having to quit, to
care for a newborn or newly adopted child.
Leave policies may therefore increase job
continuity—the ability of parents to stay in
their prebirth job—and so help them retain
use of skills or knowledge specific to their
employer, potentially enhancing productivity
and resulting in better long-term earnings
and career advancement. Leave may also
lower stress by decreasing uncertainty about
future employment. These benefits are by no
means guaranteed, however. For example,
long leaves may cause human capital to
depreciate, reducing productivity and wages.
Extensive leave rights may make employers
less likely to employ types of workers with
high propensities to use leave or to reduce
the costs of these absences by cutting
training.

Proponents of leave entitlements believe that
these policies also enhance the health and
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long-term development of children by giving
parents more time to invest in their children
during the critical first years of life. Although
the theoretical rationale for such benefits
seems clear (notwithstanding the possibility
that the gains could be offset if leave rights
lower earnings), these issues are challeng-
ing to study, because potential benefits are
difficult to measure in most large-scale data
sets and may not strongly manifest until many
years after birth. The following describes the
current state of knowledge on the conse-
quences of parental leave policies, again with
attention paid to evidence from Western
Europe and Canada, as well as from the
United States.

Leave-Taking, Job Continuity,

and Employment

An explicit aim of leave policies is to allow
parents to spend more time at home with
young children. Such efforts appear success-
ful. Availability of highly paid leave delays the
return to work by mothers after giving birth.
Data from several countries, including

Great Britain, Canada, Germany, and the
Scandinavian nations, show that many women
return to jobs precisely when their paid leave
ends.” Results for the brief unpaid leaves
offered in the United States are more
equivocal. Studies examining periods ending
shortly after enactment of the FMLA or
earlier state mandates find either small but
statistically insignificant positive effects or no
change in leave-taking.* However, recent
research that better controls for potential
confounding factors and includes more
current periods indicates that leave entitle-
ments increase the time mothers take off
from work during the birth month and the
next two months and are associated with a
growth in paternal leave-taking during the
birth month that is small in absolute size but
large in percentage terms.* These increases
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in leave are concentrated among college-
educated and married parents, with no
apparent changes for less-educated persons
or single mothers, who less often qualify for
or can afford to take unpaid leave.

Leave entitlements that are highly paid

and of short or intermediate duration also
appear to increase long-run employment. In
a study using data from 1969 to 1993 for nine
European countries, paid leave rights were
associated with a 3—4 percent rise in female
employment.* The estimated impact was
similar whether the leave was brief or more
extended, indicating that even relatively short
leaves may yield benefits by increasing job
continuity (the ability of mothers to return to
their prebirth employers). Direct evidence
from Canada and Great Britain shows that
the enactment of fairly brief (seventeen to
eighteen weeks) paid entitlements enhances
job continuity, compared with having no
leave rights, with some effect found in the
United States for even shorter (twelve to
sixteen weeks) unpaid leaves.*

The effects of rights to extended parental
leaves are less obvious, because the benefits
of improved job continuity may be offset by
depreciation of human capital during lengthy
periods away from the job. Data from the
European study discussed in the previous
paragraph ended in 1993, when leave rights
were often much shorter than those currently
mandated, so the results may not general-
ize to the consequences of more recent

leave extensions.® An analysis of Austrian
reforms in 1990 (which increased paid leave
from twelve to twenty-four months) and
1996 (which reduced paid leave to eighteen
months) did not uncover evidence of any
long-term changes in employment, nor did

a study of multiple changes in German leave
policies.* Such findings may be less relevant



Leave policies may increase
job continuity and so help
[parents] retain use of skills
or knowledge specific to
their employer; potentially
enhancing productivity and
resulting in better long-
term earnings and career
advancement.

in the United States, where lengthy leave
entitlements such as those granted in much
of Europe seem unlikely to be adopted. U.S.
research examining shorter (largely unpaid)
leaves arrives at mixed conclusions. Two stud-
ies suggest that these leaves are associated
with small (sometimes statistically insignifi-
cant) increases in female employment, while
a third argues that enactment of the FMLA
led to reductions in the labor force participa-
tion of mothers with young children.*

Earnings

An important motivation for parental leave
policies is to reduce the “family gap” in
wages (the low earnings of mothers relative
to childless females or males). One early
investigation suggests that the family gap was
largely eliminated in the United States and
Great Britain for mothers of infants who used
parental leave and then returned to their pre-

36

birth employer.*® However, this study focused
on leaves voluntarily provided by firms and so

suffers from potential selection bias.*

Few U.S. studies examine how changes in

leave entitlements affect earnings. Those
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that do look at these changes obtain mixed
and generally inconclusive results, perhaps
because the short, mostly unpaid leave rights
in the United States are too modest to have
much impact.® European investigations usu-
ally find either no effect or wage gains follow-
ing short or moderate durations of paid leave.
The nine-nation study mentioned earlier
found that earnings were unaffected by rights
to brief leaves but that employees receiving
lengthy leave entitlements (more than five or
six months) suffered a small wage penalty.”
In contrast, Denmark’s expansion of leave in
1984 to twenty weeks, from fourteen, appears
to have slightly raised mothers” earnings for
several years after birth.*

Ambiguous evidence is also obtained from
single-country studies of rights to lengthy
leaves. Research examining policy changes
in Austria, Germany, and Sweden finds that
women’s wages are largely unaffected by the
length of the leave.*! Conversely, evidence
from one study in Denmark and another in
Germany suggests that human capital losses
during the period away from work have last-
ing (but not necessarily permanent) negative
effects on earnings and that employers may
reduce the training provided to women of
childbearing age, with potential long-term
deleterious consequences.* A related con-
cern is that parental leave policies might
increase occupational segregation and limit
the advancement of women. Research on
Sweden suggests that such concerns may

be justified in the case of lengthy leave
entitlements.*?

Health and Development

Until recently, there have been few high-
quality analyses of whether parental leave
yields health benefits, for either mothers or
children, or positively affects the longer-term
developmental outcomes of children.* One
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of the first studies using more sophisticated
methods examined data for sixteen European
nations from 1969 to 1994 and found that
paid parental leave entitlements were associ-
ated with decreased mortality for infants and
young children. The largest drops in deaths
were for babies aged two through twelve
months, where parental involvement might
be anticipated to have the strongest effect.*
The estimates suggest that paid leave of
about forty weeks has the greatest effect in
reducing mortality; longer paid entitlements
result in smaller gains, while unpaid leave
results in little benefit. A follow-up study
that expanded the sample to eighteen nations
and the time period through 2000 obtained
similar results, plus evidence of reductions in
low-weight births.*

A reasonable reading of the
existing research is that U.S.
policies establishing rights

to short unpaid leaves have
modestly raised time at home
with infants and slightly
increased the job continuity
of mothers.

Maternal leave might benefit child health
because it increases breast feeding. Such

an effect was found from a doubling of
Canadian leave rights in 2000 from around six
months to one year.”” A related investigation
showed that this leave expansion increased
the time parents spent at home and reduced
nonparental child care, but the study found

little consistent evidence of changes in
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developmental outcomes at seven through
twenty-four months of age.* One U.S.
analysis found that return to work by mothers
within twelve weeks of giving birth is associ-
ated with decreases in well-baby visits, breast
feeding, and child immunizations, and with
lower cognitive scores and more behaviorial
problems at age four.*” A second showed that
state leave mandates adopted before enact-
ment of the FMLA raised maternity leave
use by about one week and that this increase
was associated with a drop in the mother’s
postpartum depressive symptoms and physi-
cian visits to address health problems.”

The availability of comprehensive national
databases for individuals starting at birth and
sometimes continuing through adulthood has
permitted particularly innovative research on
how leave entitlements in Denmark, Germany,
Norway, and Sweden are related to child
educational and subsequent labor market
outcomes.” The lengthy time periods such
studies require imply that they do not
generally evaluate the extremely long leaves
currently provided in those countries.
However, findings about the extensions of the
somewhat shorter (albeit generally paid) time
off they do examine may be particularly
relevant in the U.S. context. This research
typically shows that parental leave has either
no or modest benefits for long-run school
performance, educational attainment, and
subsequent labor market outcomes.

Fertility

Parental leave entitlements sometimes have
been expanded in hopes of raising fertility

or slowing its decline. Evidence from the
Scandinavian countries and Austria suggests
that these efforts meet with some success.”
Increased fertility is probably less desirable in
the United States, given its higher birth rates
and relatively rapid population growth. In



any event, the relatively modest leave entitle-
ments that might be realistically considered
for this country would be unlikely to have
much effect on fertility.”

Overall Assessment

A reasonable reading of the existing research
is that U.S. policies establishing rights to short
unpaid leaves have modestly raised time at
home with infants and slightly increased the
job continuity of mothers, probably with small
but positive long-run consequences. Parental
leave expansions that do not exceed six
months or a year in length are generally asso-
ciated with either no effect or slight increases
in the relative earnings of mothers, as well

as with gains in maternal and child health

and longer-term outcomes for children. The
size of these benefits is difficult to ascertain,
however, because of formidable challenges in
estimating causal effects, potential differences
across specific policies, and the likelihood that
leave rights are only one among many types
of work-family policies potentially affecting
earnings, health, and children’s well-being.

It seems likely that moderate extensions of
existing U.S. leave entitlements (up to several
months in duration), with or without pay,
would yield further benefits for both mothers
and children. Lengthy paid leaves are much
less likely to be implemented in the United
States, and the benefits of doing so would be
less certain in any event. In particular, the
right to take a year or more off work may well
be associated with reductions in maternal
earnings and possibly with increased occupa-
tional segregation, as employers try to limit
the adjustment difficulties associated with

supplying lengthy leaves.

Early Childhood Education

and Care

The supply and financing of ECEC services
in the United States are primarily private
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responsibilities and present formidable chal-
lenges to many families. In 2005, 63 percent
of U.S. children under age five received care
from someone other than the “designated
parent” (usually the mother), most com-
monly in day-care centers or preschools (35
percent), from grandparents (23 percent),

or in informal settings such as in the care
provider’s or child’s home (13 percent).
About 17 percent of children used more than
one of these arrangements, a situation that
itself suggests the balancing act engaged in
by many parents.> Use of nonparental care
is closely linked to maternal employment.
Almost 90 percent of children with employed
mothers received care from someone else
(fathers were the primary caregivers about
one-sixth of the time), with multiple arrange-
ments used for 25 percent of these children.
Preschool-aged children averaged about
nineteen hours a week in care if their mother
did not work compared with thirty-five hours
if she did.

In 1999 families with children under age

six spent an average of 4.9 percent of their
after-tax (and transfer) income paying for
their young children’s care.” One reason

this amount was not larger is that 63 percent
of these households incurred no child care
expenses because they did not use nonparen-
tal care, used only free care (like relatives)
or, less commonly, received subsidies for
formal care. On the other hand, 10 percent
of such families devoted at least one-sixth of
their income to child care, and 5 percent of
families spent one-quarter or more of their
income caring for young children. Sole-
parent households spent twice as much of
their income on care as two-parent house-
holds did (7.9 versus 3.9 percent). The share
of income spent on care fell as income rose,
but not by as much as might be expected
(from 6.2 for the bottom income decile to 4.4
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percent for the top) for three reasons. First,
families with a nonemployed parent have
lower incomes on average but also use less
paid care. (However, high child-care costs
may be one reason why the parent does not
work.) Second, poorer families more often
use free or inexpensive modes of nonparen-
tal care and pay lower rates within modes.
Finally, low-income parents are more likely
to receive subsidized care.

The federal government has played a limited
but gradually increasing role in supporting
ECEC. Probably the best-known federal
ECEC program is Head Start, which has
operated since 1965 to provide compensa-
tory education and other services to children
from low-income families (primarily those
below the poverty line or receiving welfare
assistance) and to disabled preschool chil-
dren.® In fiscal year 2009, $7.1 billion was
appropriated to the program, which served
904,000 children. Most of those served (87
percent) were three- and four-year-olds, but
10 percent were younger than three and
were enrolled in Early Head Start, which
began in 1994. Four-fifths of program costs
are paid directly to local public and private
service providers, with the remainder taking
the form of local match or in-kind contribu-
tions. Head Start services are offered on a
part-time basis (approximately three and a
half hours a day) in some localities and full
time (at least six hours daily) in others. The
program serves only a small fraction of those
economically eligible, however, suggesting
that its reach is limited, even among the low-
income population.”

The Child Care Development Fund (CCDF)
is the largest federal source of child-care
subsidies. Formally implemented in 1996,
the CCDF consolidated several previously
existing child-care programs. It grew rapidly
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through 2003 but has had relatively stable
nominal funding since then, meaning that
funding is declining in real terms. In fis-

cal year 2006 program expenditures totaled
about $9.1 billion, of which $5 billion came
from direct federal appropriations, around
$2.2 billion from required state matching
funds, and $1.9 billion from state transfers
from the Temporary Assistance for Needy
Families (TANF) block grant.*® CCDF funds
can be used for children up to age thirteen,
but about two-thirds goes to those aged six
or under. Subsidies cannot be provided to
children in families whose income exceeds
85 percent of the state median income; in
practice the actual thresholds are usually
considerably lower (for example, in half the
states, the ceiling for receiving subsidies is 55
percent or less of median income). The pro-
gram serves 1.7 million children a month, or
about 20 percent of income-eligible children.
Parents have substantial choice regarding
the setting in which subsidized care occurs:
57 percent used center-based care in fiscal
2006, while 29 percent used family day care;
most of the rest of the subsidized children
were cared for in their own home or that of
another family. Eighty-nine percent of subsi-
dies take the form of vouchers or cash. States
are allowed to establish payment rates (within
federal guidelines), and most families pay for
a portion of the care on a sliding basis.

A second much smaller source of federal
subsidies is the Social Services Block Grant
(SSBG). Forty-one states provided child-care
subsidies in 2006 under this program, pri-
marily to low-income families; but appropria-
tions have been falling, with only about $180
million allocated to day care in that year.”

A substantial share of children aged five and
under in low-income families have access to
subsidized child care through one of these



programs: 51 percent of young poor children
and 28 percent of young nonpoor children
eligible for CCDF subsidies received care
through the CCDF, TANF, or SSBG programs
in 2005.% These estimates do not include
enrollments in Head Start or state prekinder-
garten (pre-K) programs. However, eligibility
for and enrollment in the subsidized pro-
grams fall rapidly for families with incomes
above the poverty level, and the required
co-payments imply that even subsidized
families often devote a substantial portion of
their incomes to child care.®' Also, with the
exception of Head Start, the care need not
have an explicit educational orientation, even
for children approaching the age of formal
school entry.

States have attempted to fill some of these
gaps through pre-K programs. Thirty-eight
states provided such services, in the 2008-09
school year, to 150,000 three-year-olds and
more than 1 million four-year-olds (3.7 and
25.4 percent of these age groups).” The
programs mostly serve low- and moderate-
income children. Average spending levels are
modest (34,100 a student annually in 2009
compared with $8,400 for Head Start) and
have declined somewhat, adjusting for infla-
tion, during the past decade. The percent-
age of three- and four-year-olds served has
trended upward (from 3.0 and 14.0 percent
of these age groups, respectively in 2002), but
this growth has recently slowed or reversed
in many states. Services can be received in a
variety of venues, with about one-third of chil-
dren in state-funded private programs. Pre-K
is typically provided five days a week during
the academic year but with substantial local
variation—facilities operate fewer than five
days a week in about one-third of states. Most
children attend pre-K for two to four hours

a day, although “full-day” programs (six to

seven hours) are an option in some states and
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standard in others. Even in these cases, how-
ever, most employed parents need to make
additional care arrangements to fill any gap
between the school day and the workday.®*

Tax policies assist some families in paying
for child care. Employed parents could use
the Child and Dependent Care Tax Credit
to receive a tax credit for between 20 and 35
percent of their expenses, up to $6,000 in
2010, to care for two or more children age
twelve and under ($3,000 for one child).%
The tax credit is nonrefundable, however,
limiting its benefit for low-income families
whose tax bills are low, and the percentage
of expenses credited begins to phase out

at incomes of $15,000; the minimum (20
percent) credit rate applies to families with
adjusted gross incomes of $43,000 or more.

Alternatively, up to $5,000 can be tax-
sheltered for persons in companies with
flexible spending accounts (where employees
are allowed to set aside a portion of pay to
cover specified expenses on a pre-tax basis).
These provisions tend to offer the greatest
benefits to high-income families, who have
the largest marginal tax rates and highest
probabilities of being offered flexible spend-
ing plans. Families must generally choose
between the child care tax credit or flexible
spending plans, because income sheltered
through the latter must be excluded when the
tax credit is calculated.

The average quality of child care in the
United States is not high. An evaluation of
the “process” quality of care (based on direct
observation of the interactions between
caregivers and children) in nine states
revealed that just 9 percent of children aged
fifteen months to three years (observed
between 1996 and 1999) generally received
positive caregiving, while 61 percent rarely or
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Table 3. Early Care and Education Arrangements

0- to-2-year-olds

In formal care by age (%)

Country In formal care (%) Average hours (no.)  No nonparental care (%) 3 4 5
Austria 11 23 72 48 83 93
Belgium 42 30 42 100 100 100
Canada 24 32 — 16 42 100
Denmark 63 34 27 94 93 85
Finland 26 35 75 66 70 74
France 43 30 50 99 100 100
Germany 14 22 63 82 93 93
Greece 18 31 37 — 56 86
Iceland 56 36 39 94 95 97
Ireland 25 25 59 — 47 100
Italy 29 30 51 97 100 100
Netherlands 23 17 25 — 74 98
Norway 42 31 51 87 92 93
Portugal 44 40 34 63 81 93
Spain 34 28 49 96 97 100
Sweden 45 29 48 82 87 88
Switzerland <10 — — 9 38 97
United Kingdom 40 18 46 79 91 100
United States 31 31 51 39 58 78

Sources: OECD Family Database (www.oecd.org/els/social/family/database); OECD, Starting Strong II: Early Childhood Education and
Care (Paris: Organization for Economic Cooperation and Development, 2006).

Notes: “Formal care” refers to care in licensed centers and accredited family day care; it is measured in 2006 (2005 in the Netherlands
and United States). “Average hours” indicate the weekly time in formal care and is conditional on some use. No nonparental child care
is measured in 2008 (except 2007 in France and 2005 in the United States) and refers to families without a usual child-care arrange-

ment during a typical week.
— Not available.

never did.® A 1993-94 study of 749 class-
rooms in 401 child-care centers indicated
that the quality of care was so low in 12
percent of the centers that basic health and
safety needs were unmet. Quality was rated
mediocre in nearly three-fourths of the
centers, with only 14 percent supplying
high-quality care; just 8 percent of infants
and toddlers were in classrooms where the
care was rated as high quality.®® This low
process quality is accompanied by, and almost
certainly related to, the deficiencies found
when “structural” indicators of care such as
group size, child-staff ratios, and caregiver

training and pay are examined.®
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A Cross-National Perspective

ECEC arrangements in the comparison
nations, while heterogeneous, can often be
usefully separated into the periods before
and after the third birthday.®® In the earliest
years, emphasis is typically on care, health,
and safety. Depending on the country, this
early care might occur in formal modes
(child-care centers or créches) or informal
settings (family day care, relative care, or play
groups). Starting at age three, educational
skills receive more emphasis, often in
preschools, and institutional responsibility for
care usually shifts from the social insurance

to educational system. Public provision and
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Table 4. Early Care and Education Financing and Costs

Public spending per child ($) Net child-care costs as a % of family income

Public ECEC spend-

Country ing as a % of GDP 0- to 2-year-olds  3- to 5-year-olds Dual earners Sole parents
Austria — — — 15 17
Belgium 0.79 2,333 4,698 4 4
Canada — — 4,052 22 30
Denmark 1.17 6,376 3,743 8 9
Finland 0.94 7,118 2,420

France 1.00 2,858 4,679 11 10
Germany 0.38 860 3,538 8

Greece — — —

Iceland 1.18 5,733 4,589 15 11
Ireland — — — 29 45
Italy 0.61 1,558 4,626 — —
Netherlands 0.47 1,092 5,881 12 9
Norway 0.77 6,425 4,127 8 -2
Portugal 0.40 — 3,293

Sweden 0.98 5,928 3,627

Switzerland 0.23 1,129 2,515 30 18
United Kingdom 0.58 3,563 4,255 33 23
United States 0.35 794 4,660 19 37

Sources: OECD Family Database (www.oecd.org/els/social/family/database); Benefits and Wages 2007: OECD Indicators (Paris:
Organization for Economic Cooperation and Development, 2007).

Notes: The first column shows public ECEC spending on children aged five and younger. Public spending per child is in U.S. dollars for
2005, adjusted for purchasing power parity. Net child-care costs are for 2004 for full-time formal care of children aged two or three,
and are defined as total fees minus cash benefits, rebates, and tax concessions measured as a percentage of family income. Net
child-care costs are calculated for dual-earner families whose incomes are equal to 167 percent of the national average wage and for
sole-parent families with incomes equal to 100 percent of the average wage.

— Not available.

payment generally become nearly universal expenditures are especially large during the

at some point during this later period, first three years of life. One reason is that
although families are still often required to care facilities are open about eleven hours a
make a financial contribution. day year-round. Another is that the child-care

workers in these nations typically have a

At one end of the continuum, the Nordic
countries use an integrated and nearly
universal ECEC system, where care starts
when parental leave ends (generally around
age one or two) and continues with an
increasingly education-oriented component
until the child enters primary school at the
relatively late age of seven. ECEC spending
is high in these countries—around 1 percent
of GDP for children five and under in
Denmark, Iceland, and Sweden—and the

university degree and are highly trained in
early child care. In other countries training
levels are typically lower for infant and
toddler caregivers than for those caring for
older children in preschool settings. Belgium,
France, and Italy provide fewer services
during the first three years of life, but formal
care becomes nearly universal and extensive
by age three. Tables 3 and 4 provide descrip-
tive information on care arrangements, costs,
and financing.
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Gender roles in Austria, Germany, and the
Netherlands are fairly traditional in that
mothers provide most of the care to young
children. As a result, relatively few infants or
toddlers are regularly placed in nonparental
settings, particularly in formal modes, and
then for relatively few hours. Public ECEC
spending is therefore limited during the first
three years but becomes more generous
thereafter. Universal entitlements to pre-
school begin at age three or four but the
programs often run for only part of a day or
involve long (two-hour) lunch breaks or
closures on some weekday afternoons,
making it difficult for parents to work full
time without alternative sources of care.

Care arrangements during the first three
years of life are often integrated with parental
leave rights, with lengthier leaves implying
less extensive use of nonparental care. For
example, Finland combines long durations

of highly paid parental leave with minimal
support for publicly financed early child care,
whereas Denmark provides shorter leave but
higher rates of child-care coverage. Figure 1
illustrates how lengthy paid leaves are typi-
cally associated with reductions in the use of
formal care and increased (exclusive) reliance
on parents for regular child care.”

The U.S. system is most similar to other
Anglo-Saxon nations (Canada, Great Britain,
and Ireland) and Switzerland, which all rely
on private, market-driven decentralized
child care for much of the preschool period.
Universal rights to early education begin at
relatively late ages, with one result being that
three- and four-year-olds are placed in early
education programs or other types of for-
mal care comparatively infrequently. Public
ECEC spending is limited in these countries,
particularly during the first three years, and
most of it comes as (narrowly focused) tax
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deductions or credits.™

One consequence is
that the net cost to parents of placing two-
and three-year-olds in formal care is high (see
the last two columns of table 4). However,
Great Britain is moving toward the more
typical European system, where education-
oriented preschool is common and inexpen-

sive beginning around age three.

ECEC in the United States remains distinc-
tive in at least two ways. First, public invest-
ment in care during the first three years of
life is smaller, both in absolute terms and

as a percentage of GDP, than in any of the
comparison countries (the most similar are
Germany and the Netherlands). Second,
the United States has the lowest enrollment
in formal care (which includes preschool)
by five-year-olds and among the smallest
for four-year-olds, suggesting continuing
challenges for many working families dur-
ing these years, as well as possible negative
consequences for children not receiving
education-oriented care at these ages.

Employment Consequences

A large body of U.S. research has examined
how child-care prices influence the employ-
ment rates of mothers (less often these
studies also look at work hours). Virtually all
analyses indicate that higher prices reduce
labor supply, although the predicted mag-
nitudes differ substantially. Two reviews of
research conducted before 2000 suggest

that child-care cost elasticities of maternal
employment range from 0 to slightly over
-1.0, with the most credible estimates vary-
ing between -0.1 and -0.5 (an elasticity of -0.5
indicates that a 10 percent increase in child-
care prices reduces maternal employment by
around 5 percent).” This uncomfortably wide
range of predicted effects reflects the difficul-
ties researchers face in adequately accounting
for the choice of preferred child-care modes



Policies to Assist Parents with Young Children

Figure 1. Use of Care during First Three Years of Life As a Function of Paid Parental Leave
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Source: See tables 2 and 3.

Note: The dashed line indicates the linear regression estimate of the predicted relationship. Country abbreviations: Austria (AT),
Belgium (BE), Denmark (DK), Finland (Fl), France (FR), Germany (DE), Greece (EL), Iceland (IS), Ireland (IE), Italy (IT), the Netherlands
(NL), Norway (NO), Portugal (PT), Spain (ES), Sweden (SE), United Kingdom (UK).

(which may include inexpensive or free
sources of informal care) and for nonrandom

selection into child-care use and employment.

Research that examines the period since the
1996 reform of the welfare system continues
to provide disparate estimates of child-care

cost elasticities, within the range of those
obtained using data from before the mid-
1990s. Nevertheless, almost all studies
indicate that lower child-care costs promote
maternal work, particularly full-time employ-
ment, especially for single mothers and those

with young children or relatively high
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child-care expenses.™ Research for other
countries also typically finds a negative
relationship between child-care prices and
maternal employment, although with small
effects where nonparental day care at young
ages is common.™

These investigations may not fully indicate
the effects of direct government subsidies,
because families may treat these subsidies
differently from other sources of child-care
cost reductions.™ Analyses of child-care
subsidies focused on low-income families
during the era before welfare reform indicate
positive but, again, often widely varying and
small employment effects.™ Subsidies
provided after welfare reform appear to have
large effects, however, especially for the
low-income (usually single-parent) families
they target. In particular, the probability that
single mothers work and use formal, center-
based care increases while rates of nonem-
ployment or employment combined with the
use of informal child care falls.”™ Public
ECEC funding also increases maternal
employment in other countries. An analysis
of nineteen OECD countries predicts that
raising public child-care expenditures from
the sample average to the level spent in
Denmark—the highest of the nations ana-
lyzed—would increase the labor force
participation rates of women aged twenty-five
to fifty-four by 4.4 percentage points, from a
base of 76.4 percent.”

Universal ECEC entitlements also appear to
raise the number of women in the workforce.
Two innovative U.S. studies find that the
availability of public kindergarten strongly
increased the employment of single mothers
whose youngest child was five years old (and
so eligible for kindergarten) but had a weaker
or nonexistent influence on married women
or unmarried females who also had younger
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children.™ A program in Quebec that
charged just $5 a day for child care for one-
to four-year-olds, between 1997 and 2000, led
to a 13-14 percent rise in the employment of
mothers with children of this age.™

ECEC service expansions, particularly those
aimed at younger children, did not always
increase maternal employment, however. The
provision of free prekindergarten services to
four-year-olds in Georgia and Oklahoma had
little impact on maternal employment, nor
did a Norwegian reform, during the mid-
1970s, that dramatically increased the avail-
ability of heavily subsidized child-care slots
for three- to six-year-olds.*" In both cases,
public subsidies may have “crowded out” the
use of informal care. Whether that is a desir-
able outcome depends on relative costs and
benefits of different modes of ECEC.

Child Health and Development

The consequences of ECEC policies for child
health and cognitive or social development
cannot be completely separated from those of
parental leave policies or of parental employ-
ment during the child’s first years of life. This
discussion thus largely abstracts from studies
of work and infancy, most of which suggest
that maternal job-holding or long work hours
have negative consequences for their infants.*
Although the related literature is too vast to
be fully described, an overall conclusion is
that the quality of care matters. Put simply,
high-quality care mitigates any negative
consequences of ECEC and enhances its
benefits.5? At one extreme, favorable short-
and long-term benefits (such as gains in
cognitive development and eduational
attainment) have been obtained from
expensive, high-quality, and comprehensive
“model” interventions aimed at disadvantaged
children, such as the Carolina Abecedarian
Project or Perry Preschool Project. But these



projects are unlikely to be replicated in broad
nationwide or state-level interventions, so I
do not elaborate upon them.

Formal (center- or school-based) ECEC
received immediately before kindergarten
appears to promote school readiness.
Children, particularly those who are disad-
vantaged, who attend prekindergarten in the
year before formal schooling begin that
formal schooling with better math and
reading skills, although some of these gains
may be transitory or offset by later compen-
satory education that targets less-prepared
children.® Early center-based care also
predicts somewhat higher rates of behavior
problems in the late toddler years and at
school entry, however.** More generally,
formal day care earlier in life may have fewer
beneficial effects, particularly for children
who receive long hours of such care at very
young ages.”

ECEC has mixed and generally modest
effects on child health and safety. Use of
nonparental care in the first two years of life
increases the risk of infectious diseases, par-
ticularly respiratory ailments, but this expo-
sure may confer some subsequent protection
from allergies and asthma (because exposure
to microorganisms stimulates immune system
responses).*® On average, children are safer
in child-care settings than at home. Head
Start participation is also associated with bet-
ter dental care and overall health as well as
with reductions in obesity.*”

Research on other countries indicates diverse
consequences of establishing or expanding
formal child-care programs. The provision

of almost free universal care to preschool-
age children in Quebec was associated with
increased behaviorial problems among two-
and three-year-olds.*® No similar behavioral
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effects were found for most Danish three-
year-olds enrolled in preschools (although the
study found some deleterious consequences
for those in family day care).*” Finally,
expansion of highly subsidized formal child
care in Norway during the 1970s may have
increased completed education and earnings
at thirty to thirty-three years of age.” The
very different findings in these studies might
reflect heterogeneous quality and age effects.
Expensive and presumably high-quality

care was provided in the two Scandinavian
countries, whereas the Quebec expansion
consisted largely of (generally lower-quality)
home-based care, often supplied to very
young children.

Overall Assessment

Taken together, the studies are more ambigu-
ous about the overall consequences of ECEC
policies than of parental and maternity leave
policies. One reason for this uncertainty

is the diverse nature of the policies them-
selves, which vary substantially in the types
of services provided or subsidized, the ages
of the children covered, and the modes in
which the care occurs. A second reason is the
difficulty of determining which outcomes are
of key interest (for example, cognitive test
scores at school entry versus long-term edu-
cational and developmental outcomes) and
how to accurately measure them. That said,
it seems clear that new U.S. efforts to cut

the cost or increase the availability of ECEC
services would make it easier for mothers to
work, although the size of the employment
response is uncertain and probably depen-
dent on the specific changes implemented.
From the perspective of children, the argu-
ments for expanding ECEC policies are
strongest for those focused on disadvantaged
toddlers or children approaching school
entry. Many other countries have imple-
mented or moved toward providing public
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prekindergarten to all children. The case for
doing so in the United States would be con-
siderably strengthened if such efforts were
combined with improvements in the quality
of the (often poor) care currently provided.

Where Do We Go from Here?
The United States provides relatively limited

public support for the efforts of households
with preschool-age children to balance the
competing responsibilities of work and family
life. Rights to parental leave are short and
unpaid in all but a few states, in contrast to
the paid and often lengthy work absences
available in many other industrialized
countries. The contrasts between the United
States and the comparison nations are not
quite as stark for the provision of ECEC.
Nonetheless, in the United States ECEC is
primarily a private responsibility, whereas
most of the comparison nations have moved
toward universal entitlements to public pre-
kindergarten, beginning at age three or four,
and many have much greater public involve-
ment in child care at younger ages.

A first issue, therefore, is to determine the
extent of any desire among Americans to
raise the support for families with young
children. The answer is not entirely obvi-
ous. The United States has long followed a
path of “exceptionalism,” where citizens have
viewed differences between U.S. policies and
practices and those of other countries with
pride. This perspective complements a long
tradition of limited government involvement,
reliance on the free market, and suspicion of
public efforts to solve social problems. There
is nevertheless reason to believe that most
Americans would like to see more compre-
hensive efforts to address issues of work-
family balance. For instance, a poll conducted
in 2009 by the Rockefeller Foundation and
TIME revealed that 77 percent of adults
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think that “businesses should be required

to provide paid family and medical leave for
every family that needs it,” with 73 percent
stating that “business should provide their
employers with more child care benefits,” and
59 percent agreeing that “the government
should provide more funding for child care to
support parents who work.”" The remaining
discussion therefore assumes that increased
assistance is desirable and considers how such

help could be provided.

Probably the first question to address is
whether parental leave and ECEC policies
should be universal or targeted. Observed
practices vary across both countries and poli-
cies. All of the comparison nations provide
universal entitlements to paid parental leave,
although often with more extended rights

for selected groups (such as those with birth
complications or larger families). ECEC
policies exhibit more variation. Expansions of
prekindergarten programs and the integra-
tion of early day care into broader education
systems suggest a movement toward univer-
sality. Yet several countries remain closer to
the U.S. model of fragmented and mostly pri-
vately financed care, providing public support
only to specific groups such as low-income or
sole-parent families. Nor does the empirical
evidence unambiguously indicate the desired
direction for policy. Most studies suggest

that children gain from high-quality ECEC
immediately before school entry, but the
results are less clear for care at younger ages
(particularly if its quality is questionable).
ECEC generally has the most positive conse-
quences for disadvantaged children, a finding
that suggests potential support for targeted
interventions. However, universality may
offer additional benefits, including increasing
the political support for high-quality (usually

more expensive) programs.



Any policy change designed

to ease the difficulties in
balancing the needs of

work and family will be
controversial, requiring a
careful effort to weigh both
the costs and benefits of
possible interventions while
respecting diverse and at times
conflicting American values.

If greater assistance is to be provided to
families with young children, it must be paid
for. International evidence suggests that

the costs are not overwhelming, particularly
when compared with those of other programs
targeting children (such as formal educa-
tion) or seniors (such as public pensions and
medical care). But these financing issues are
nontrivial in the current era of large bud-

get deficits and rising costs of other public
programs. Once again there are two main
alternatives: public versus private funding. In
nations with strong traditions of social insur-
ance, parental leave policies and ECEC pro-
grams are viewed as a national responsibility,
and the costs are largely borne by the general
public. At the other extreme, the expenses
can be directly covered by individuals or their
employers or through taxes whose incidence

falls largely upon the affected groups.

“Employer mandates™ have often been imple-
mented in the United States and are attractive
because they do not impose costs directly

on the government. However, they are likely
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to result in wage decreases for groups most
likely to use the benefits (such as women of
childbearing age) as employers attempt to
pass the costs through to their employees.”
Moreover, if institutional barriers are enacted
to prevent reductions in earnings for these
workers, companies may become reluctant to
hire persons likely to use the benefits, leading
to an overall decline in their employment.

From an economic perspective, broad pay-
ment systems have the substantial advantage
of reducing the incentives employers might
otherwise have to avoid employing (or invest-
ing in) groups with high levels of expected
program use. Such systems also provide
insurance, in the most fundamental sense, for
the costs of expensive and not fully predict-
able outcomes. Moreover, to the extent that
children represent a “public good,” it is
appropriate to spread these costs throughout
the economy.

Public financing can be provided through
either broadly distributed payroll taxes or
general revenues. Payroll taxes reduce incen-
tives to work because they decrease the net
(after-tax) wage, although when program
expenses are spread across all workers, the
effect on incentives may be fairly small. In
addition, payroll taxes can be quite regressive
(that is, the tax rate is greater for low earners
than for high earners) if the taxes are paid
only up to an earnings threshold, as currently
occurs for Social Security but not Medicare.”

The use of general tax revenues has several
advantages. First, it is the broadest-based
source of funding and so provides the
fewest incentives to discriminate against
high-use groups. Second, financing comes
from unearned as well as earned sources of
income, implying that work disincentives
are minimized. Finally, such financing is
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consistent with the perspective that parental
leave and ECEC represent social investments
in children and families. Conversely, the use
of general revenues may engender particu-
larly strong political opposition, particularly
in an era of tight budgets and limited political
support for federally funded social programs.
It may also encourage some individuals to
“game the system” (by working just long
enough to qualify for public benefits, for
example), and may sometimes crowd out
efficiently operating private arrangements.

The United States faces many challenges in
supporting the efforts of households with
young children to balance the competing
needs of work and family life. Any policy
change designed to ease the difficulties in
balancing these needs will be controversial,
requiring a careful effort to weigh both the
costs and benefits of possible interventions
while respecting diverse and at times conflict-
ing American values. That said, previous
research suggests that policies establishing
rights to short parental leaves increase time
at home with infants and slightly improve the
job continuity of mothers, with small, but
positive long-run consequences for mothers
and children. Therefore, it probably makes
sense to provide moderate extensions of
existing U.S. leave entitlements (up to several
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months in duration), with some form of
payment during the leave period being
necessary to facilitate its use among less-
advantaged parents. The consequences of
lengthy paid leaves are much less certain, but
there is little realistic possibility that these
will be considered in the United States in the
foreseeable future.

Reaching consensus on desired changes

in policies related to early care and educa-
tion may be still more complicated, given

the often ambiguous results of previous
research. However, efforts to improve the
quality of care provided, while maintaining
or enhancing affordability, are almost cer-
tainly desirable. The most obvious method of
achieving these twin objectives is to provide
increased government support through sub-
sidy arrangements or the direct provision of
services. In an ideal world, such efforts would
probably be most efficiently targeted toward
low-income and disadvantaged parents, for
whom the need and benefits are probably
the greatest. However, the history of social
programs in the United States and Europe
suggests that there may be greater benefits
from universal programs that build a stronger
base of political support both for financing
and the maintenance of quality.
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