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The Effect of Childcare Cost on the Labor Supply oMothers with Young Children

Ella Shachar

Abstract

This study examines the effect of the cost of daté for children aged 0-4 on the labor
supply of mothers. This paper analyzes childcas# oo Israel, compares it to the OECD
countries, and surveys the current policy of sufwpgmworking families with children. The
findings emphasize the high cost of childcare nadsin comparison with other countries,
given the low take-up rate of existing programse Btudy estimates the elasticity of female
labor force participation with respect to the costcare for young children. As usual in
studies of this type, the estimations are basetherstructural probit model of labor force
participation, with a correction for sample selecti The results show that the cost of
childcare has a significant negative effect on #mployment of mothers with young
children —the elasticity of the cost of childcargharespect to labor force participation is -
0.14. In addition, it was found that the shortagglaces in subsidized childcare facilities
(based on a special index developed in this stady)ificantly increases family childcare
expenditures.



1. Introduction

The rate of participation by mothers in the labmncé, which has generally always been low,
has risen significantly over the past 20 years—agrather things due to the development of
childcare educational institutions. Neverthelesg tate of participation by mothers with
young children is lower than for women without dnén of these ages—a gap that exists in
all population groups and that is also maintaimedroups segmented by educational level.
Spending on childcare at these ages (up to agetsgh is particularly high, declines when
eligibility for free educational services becomée@ive.

Many studies around the world indicate that the ocbshildcare reduces the labor supply of
mothers, and that partially subsidizing the costsfoecific population groups would increase
the likelihood of those mothers going to work. Ather’'s non-participation in the labor
market, among other things because of high chi&aarsts, detracts from a woman'’s
earning power and limits her acquisition of profesal experience during the period when
she is at home caring for her children — a periwat tan last for years, until the youngest
child in the family reaches the age of eligibilfr free education. A long absence from the
labor market significantly reduces the probabilibat a mother will return to the labor
market and find work corresponding to her professidraining. It also has a negative
impact on her salary—a long-term effect—since dgm@ed period out of the labor market
places her from the outset at the bottom of theewsagle, compared with her colleagues of
the same age, and worsens the existing gender-tssady differences. Furthermore,
families with children having a single wage-earaez very likely to encounter economic
distress: the incidence of poverty and poverty gap®ng these families is substantially
greater than among families with two wage-earners.

Israel has a support system for working mothers ¢nants eligible mothers a subsidy
amounting to about half of the cost of childcareyfloung children (the average for a mother
receiving a subsidy). However, only half of mothemnseting the criteria for the benefit
actually receive it. The primary reason, perhaps, shortage of slots in subsidized childcare
centers. The number of slots in these facilitieerisugh for only about one-quarter of all
working mothers’ children. Some of these mothers iaeligible for a subsidized price
because of the means test, but they are also edféxt the shortage of slots, because even
the full price in public childcare supervised by tstate is lower than the price of similar
childcare in the private sector, which is very tost

In addition to this state subsidy, the tax systansrael grants every working mother a tax
credit for children up to age 18. Most mothers, Beer, do not reach the tax threshold; only
one-fifth of mothers earn enough to take full adage of this benefit, and even when the
benefit is fully utilized, it constitutes only 12ment of the price of supervised childcare.
The number of tax credit points for a mother ofidii@n up to age 5 was doubled in 2012,
but only 13 percent of all working mothers tookl fadlvantage of the benefit — those in the
upper fifth of the salary distribution for mothess children at this age. Studies show that
employment of low-paid and poorly educated motierore elastic with respect to the cost
of childcare, and diverting budget spending to &libsd care for young children would
therefore cause a rise in employment and reducerpoamong disadvantaged people.



An international comparison highlights the burdennrking parents in Israel, compared to
the developed countries. The share of spendinghddcare (in terms of the average wage)
for a representative family in Israel, which is amgdhe highest in OECD countries, exceeds
the average in these countries by a full third (vhiee calculation is controlled for the
difference in birthrates).

The purpose of this study is to estimate the @i#gtof the labor supply of mothers with
young children with respect to the cost of chilégand to identify the groups that are most
sensitive to this spending. The estimate will mékmossible to evaluate the various policies
proposed for expanding support for working familidee cost of these policies, and their
expected effect on the employment of women.

The analysis is based on the accepted model imestwth the subject, with a correction for
Israeli conditions. The challenge in applying thed®l lies in data selection problems,
because of the choice of the relevant group fotyaisa— working women who pay for
childcare.

The study is structured as follows: Section 2 dbssrthe background of spending on
childcare and the prevailing support policy in &ré&ection 3 reviews the literature on the
subject, Sections 4 and 5 describe the theoradindleconometric models, respectively, of
the study, Section 6 presents the database andple®cstatistics, Section 7 presents the
estimation, and Section 8 concludes.

2. Cost of Care for Young Children and State Supportdér Working Mothers
2.1 The Cost of Care for Young Children

The number of mothers with young childtén Israel is estimated at 500,000. Most of them
have other children under 18, and half of them havee or more children. Two-thirds of

these families pay for care for young children. Wsethis care is correlated with the

mother’s employment status. Since she is usuadyntiain caregiver for the children, her

return to work after giving birth necessitates dddare arrangement when she is at work.
Seventy-nine percent of working mothers pay foedar young children, compared with 45

percent of those who do not work (Table 1).

Table 1 — Payment for Care for Children Aged 0-4,  Mother’s Employment Status
(Household Expenditure Survey, average 2007-2009)

Payment fo Average Number of
Childcare Monthly Women
(percentages) | Spending (NIS) (thousands)
All mothers with children aged 0-4 65 1,458 506.0
Working mothers 79 1,748 292.5
Non-working mothers 45 768 213.5

* In 2009 prices.

! Mothers with at least one child in the 0-4 ageckea




Family spending on care for children aged 0-4, Wwtaccounts for a substantial proportion
of the monthly budget, is estimated at NIS 1,458 faenily.> Non-working mothers are
available to care for their children, and theseiliastherefore spend less. Families with two
wage earners, in contrast, need childcare duriagvirking day, and care costs are therefore
more significant for them. In families in which theother works, average spending is more
than double that of families in which the mothereslcot work: NIS 1,748 per month,
compared with NIS 768 per month. An examinatiorspénding according to population
groups shows a high variance in both the use af paie and the amount spent on it (Table
2). Eighty percent of Jewish families who are Idagn residents of Israel pay for care for
young children. Their spending on this item, wharmounts to a quarter of the average
wage® is 26 percent higher than the average such paymeming ultra-Orthodox families,
spending was less than half of the general avemslgde the proportion of ultra-Orthodox
families paying for care was about the same asofoer long-term resident families (79
percent). In contrast, only one third of Arab faesl with children aged 0-4 pay for
childcare, and the cost of their care is one-quaitéhe average general cost for all families.
The differences between groups in the proportiotho$e using paid care and in the amount
paid reflect differences in the level of the wonseparticipation in the labor market and the
difference in receiving the designated supportforking families with young children.

Table 2: Monthly Spending on Care for Children up b Age 4, by Population Group
(Household Expenditure Survey, average 2007-2002009 prices)

Payment for

Payment as a
Proportion of the

Proportion of
Families in the

Population Group Care (NIS) é\;;rrggr?t Grogﬁ”l:;?élrr;g for
(percentages) (percentages)

Long-term resident Jews 1,837 126 80
Immigrated to Israel in the
16008 or later 1,365 94 65
Ultra-Orthodox 667 46 79
Arabs 338 23 34
Average 1,458 100 67

The low proportion of Arab families using paid casflects the low employment rate of
Arab women. For ultra-Orthodox women, whose empleytrate is approximately the
same as the general population in the study, lendipg was due to the high proportion of
ultra-Orthodox families benefiting from the subgiti price in supervised care (for further
discussion of the subsidy policy, see below). THece of the differences in women’s
employment patterns can be tested through an asalfyspending using a geographic cross-
section (Figure 1).

2 Hereafter, all sums are in 2009 prices.
% In 2009, the average monthly wage was NIS 7,974.



Figure 1 — Average Family Expenditure on Care for Ybung Children, by District
(Household Expenditure Survey, average 2007-2002009 prices)
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In districts with a higher employment rate, the gmdion of families paying for care is
higher, and the amount spent is also greater. kample, in the Central and Tel Aviv
districts, 77 percent of families with young chédrpaid for care, and their spending on this
care averaged NIS 2,000 per month in the Tel Avstridt (NIS 1,400 per child of the
relevant age) and NIS 1,800 per month in the Cedistrict (NIS 1,280 per child of the
relevant age). In districts where the proportioriashilies receiving assistance in paying for
childcare was lower, spending was also lower. Taes not apply to Judea and Samaria,
where 80 percent of families with children aged pa4 for care, and the price per child is
particularly low — NIS 500 per month. In additianthe mother's employment, the gaps also
reflect differences in the regional markets foldteare services.

There are also large differences within distriesaeen different communities in the amount
of family childcare expenditure (Figure 2). For eyade, the prices paid in Bnei Brak and
Lod are much lower than the prices in most of themmunities in the Tel Aviv and Central

districts. The monthly expenditure of a family withildren aged 0-4 is highest in Tel Aviv,

Ra’anana, and Herzliya (NIS 2,500-2,800 per mordinyg lowest in Beit Shemesh, Bnei
Brak, and Lod (NIS 600-700 per family). The gaps aven wider when the number of
children up to age 4 in a family is taken into aouo



Figure 2 — Average Family Expenditure on Care for Yboung Children, by Selected
Communities

(Household Expenditure Survey, average 2007-2002009 prices)
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Among the reasons for the great variation in exgarelon childcare is the support granted
through the various care facilities, including ddles for daycare centers and pre-
compulsory play groups supervised by the Ministfylmdustry, Trade, and Labor and
subsidies for pre-compulsory schooling care budbéte the Ministry of Education. (The
subsidy can be up to 100 percent of the pricewndocioeconomic areas where the law for
compulsory education from age 3 is implemented.)

In families in which the mothers work and also pay care for young children, monthly
spending on care for children aged 0-4 account®ier quarter of the mother’'s net wage.
This situation significantly reduces the motheffeetive wage (the wage net of the cost of
childcare). The proportion of the mother’'s net wageounted for by this spending is an
important consideration in her decision of whetkerreturn to work after giving birth.
Among other things, this is reflected in the empheyt rate among mothers with children
aged 0-4, which is lower than that for other worn(iEable 3) in all population groups. The
gap is smaller among educated women, and wider gm@men with little education and



women heading single-parent families. Employmenpsgare wide among immigrant
women, a finding partly explained by the large mmbjen among them of women heading
single-parent families—2.5 times the proportion amthose who have resided in Israel for
a long time.

According to a personnel survey by the Central Buref Statistics, the majority of non-
working women with young children cited childcaseaareason for not working. The survey
guestions did not address the question of whetteerdason was the women’s desire to stay
at home and care for their children or the low @ffee wage that they would receive, due to
the need to spend large amounts on childcare. Aséime time, 12 percent of non-working
mothers answered that they would like to work.

Table 3 — Employment Rates among Women Aged 25-45Percentages
(2009 personnel survey)

QJrothers XV;Q | other Al
0-4 Women Women

All women/mothers 63 71 68
Heads of single-parent families 61 72 71
Immigrants 70 84 79
Ultra-Orthodox women 56 59 57
Arabs 29 40 35
Non-academic Jews 66 77 72
Academics 82 86 84
Academic Arabs 75 83 79

2.2 A Review of State Support for Working Mothers with Young Children

An effective policy in the labor market includegpport for working families with children
aimed at reducing the burden of childcare experslturhere are two main types of support:
direct support paid to the caregivers (the opesatdrchildcare facilities, such as daycare
centers and pre-compulsory play groups), which tewtke price paid by the parents, and
indirect support paid to working parents through tidix system, i.e., tax benefits

2.2.1 Direct Support

Subsidizing the cost of public childcare is staddaolicy in developed countries. In Israel,
there is an array of facilities designed for cheldraged 0-3, comprised of daycare centers
and pre-compulsory play groups, for which thosgilele pay a subsidized price. This care is
budgeted and supervised by the Ministry of Indysiinade, and Labor. In order to obtain a
subsidy, a family must meet an employment testrfibéher must work at least 24 hours per



weekf and a means test. The proportion of the subsidgetermined according to the
equivalised per capita income in the nuclear famifyto 65 percent of the monthly price for
low-income families (Table 4).

Table 4 — Level of the Subsidy in Subsidized Care
(Price List for the 2011/2012 School Year, NIS) *

. Equivalise Average_ Incc_)me “| Perchild Proportion of
Subsidy | Average a Family with 3 Pavment b Amount of the Subsid
Grade** | Per Capita Children up to Y Y1 the Subsidy y

the Parents (percentages
Income Age 18
3 1,839 8,549 754 1,406 65
4 2,275 10,579 953 1,207 56
5 2,695 12,532 1,176 984 46
6 3,116 14,487 1,237 923 43
7 3,536 16,440 1,417 743 34
8 3,956 18,393 1,599 561 26
9 4,376 20,346 1,719 441 20
10 4,793 22,287 1,820 340 16
11 5,251 24,415 2,187 0 0

* The Ministry of Industry, Trade, and Labor priést for infants and analysis by the author.
** The table includes the principal subsidy grades;luding the grades for children handled by teal
welfare agencies (hereinafter — “welfare children”)

For example, a family with three children whose thonincome totals NIS 10,000 is
entitled to a subsidy equal to half the monthlyerof childcare. Families who are not low-
income also benefit from a subsidy: A family witirde children and two wage-earners, each
of whom earns the average wage, is entitled tabaidy amounting to one-third of the cost
of childcare. Nevertheless, the subsidy level nadkis still lower than the other developed
countries, in which the employment rate of womehigh. In these countries, the state and
the local authorities pay for an average of 68 @ar®f the monthly price, leaving the
parents to pay the restin Israel, in contrast, the average subsidy fdrcaildren in
subsidized care was 44 percent of the monthly price

* The subsidy is also granted in other cases: itaicecases to those working 20 hours per week, the
unemployed, immigrants, students, etc. The fatineust be either working or studying (this also inids
formal religious studies for adults). Subsidies éhildcare by state welfare agencies to thoseleatio it
according to criteria not related to the parentspyment are not discussed in this paper.

® In certain cases, the proportion of the subsidyreach as high as 73 percent.

® The average for Italy, Sweden, Finland, BelgiurenMark, Germany, the Netherlands, Canada, and $he U
See “Daycare Subsidy Policies: Another Step Toviardouraging Integration into the Job Market,” Baoik
Israel, Recent Economic Developments, 119 http://www.bankisrael.gov.il/develheb/develheblEelheb.pdf
and O. Fichtelberg-Barmatz (2006), “Governmentasigtance in Financing Education Services for Young
Children: What Do Other Countries Do?”, PlanningsBarch, and Economics Administration, Ministry of
Industry, Trade, and Labor - http://www.moital.gBNR/exeres/EF4C970C2797-4031-B373-
DC38378A65FE.htm.




Furthermore, only a small proportion of working fdes with children at the relevant age
benefit from the subsidy, due to a shortage ofsslotsubsidized care. Children from about
70,000 working families(about 85,000 childrefiwere cared for in these establishments in
2011—approximately one-quarter of all families ihigh the mother met the employment
test entitling her to register for subsidized c&eme of these families are also eligible for
the subsidized price. The number of families elggifor a subsidy is estimated at 110,000,
while only 55,000 benefit from it in practiCeramilies meeting the employment test whose
income exceeds the limit for a subsidy entitlemwmemefit from the fact that (full) payment
for state-supervised care is less than paymersifiaitar care in the private secttr.

A detailed analysis of the population benefitingnfr the subsidy is possible using the
available data file of children in supervised cdtging the 2006/2007 school year. These
records were combined with data on the childreai®pts in the salary file of the Israel Tax
Authority, a file that also contains demographitadeom the Israel Population Registry (for

further discussion of the databases, see Sectionin62007, 75 percent of children in

subsidized care benefited from the subsidized gifogure 3). A large proportion of these

children received a particularly high subsidy: abone-third of the children in these care
establishments received a subsidy amounting to @ ercent of the monthly price.

Figure 3 — Distribution of Subsidy Rates for all Chidren in Subsidized Care, 2007
(Excluding welfare children)

I 0% I uUp to 30%
I 30%-40% [ 419%-60%
I 61%+

’ From this point on, the analysis does not inclweéare children in subsidized care.

& About 20 percent of the families whose childremawegistered in subsidized care had at least hildren in
these facilities.

° The estimated number of families entitled to as@lipis based on a file of wage-earners that iredutie data
needed to calculate eligibility for registrationr Bupervised care and to calculate eligibility &osubsidy, such
as income data, the parents’ employment, compasitighe family, and the ages of the children.

12 One of the explanations for this lies in the aufstent, a significant component of the cost of/até care,
while supervised care establishments usually operatbuildings constructed with state funding (dagc
centers) or the private homes of the people operdtiem (pre-compulsory play groups).



The proportion of children from families with relatly high income, who are not entitled to
a subsidized price, has remained constant overy#aes—about one-fourth of all the
children in subsidized care. This facilitates sbaiegration by avoiding the isolation of
relatively disadvantaged population groups. In pride increase the number of families
benefiting from the subsidized price at a time whiere is a shortage of slots in subsidized
care, however, the priority conditions for accegtahildren for care have been changed in
recent year$! Preference has been given to low-income familisshange that has meant a
substantial rise in the proportion of subsidizeddcan in these care facilities—from 75
percent before the change to 83-85 percent this'§&%hile this change is consistent with
studies that found that subsidizing care for yoehgdren has a positive impact on the
development of children from deprived familigsit detracts from social integration by
isolating the children from these families, becaashortage of slots means that subsidized
care is reserved almost exclusively for childremfrdisadvantaged backgrounds.

The subsidy level for population groups with a tigkdy low socioeconomic background is
significantly higher than for others (Figure 4).l&ge majority of the children in the care
facilities aimed at the ultra-Orthodox or Arab ptations benefit from the subsidized price
(93 percent among the ultra-Orthodox and 82 pereembing the Arabs), compared with
two-thirds among Jews who have resided in Israehfong time*

Figure 4 — Average Subsidy per Child in Supervise@are, by Population Groups
(Families with children in subsidized care, 2007)

Pct NIS per month
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—&— Proportion Receiving a Subsidy in Supervised Childcare (left scale)

1 Due to the shortage of subsidized care, acceptaomenittees were set up for daycare centers by the
Ministry of Industry, Trade, and Labor; these coittegs decide whether to accept children accordinipe
criteria of governing priority. Preference is grhto single mothers and according to the numbépaofs that

the mother works, income level, etc.

12 For figures on the distribution of children acdogito subsidy grades during the 2011 school ysee,
Almagor-Lotan (2011).

13 OECD (2007).

14 Arabs in the subsidized childcare file were idiésdi according to a community defined as an Arab
community by the Central Bureau of Statistics. ThHe-Orthodox group was identified by the charaotfethe
organization that provided the care.
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The highest average subsidy amount is granted beidized childcare aimed at the ultra-
Orthodox population—50 percent more than the aweragbsidy for all children in
subsidized care. This analysis focuses solely aldrein in subsidized care. In order to
present the full picture, all children of the redaet age in working families should be taken
into account. Figure 5 compares the proportionhiideen aged 0-3 with working mothers
from all the population groups in the allocation sibts in subsidized care, and their
proportion of the budget for subsidizing the co$tcare (Budget Section 14-22-13,
“Participation in Maintaining Children in Daycaree@ers”). It was found that the ultra-
Orthodox population's share of slots in subsidizace was significantly higher than the
proportion of ultra-Orthodox children among all Idnén with working mothers. The
proportion of resources allocated for them was atntbree times their proportion in the
study populatioft: 29 percent of the budget for subsidizing theené supervised care was
granted to the ultra-Orthodox population, while gieportion of ultra-Orthodox children of
the relevant age among all children with workingtineos was estimated at 11 percent.

Figure 5 — Distribution of the Budget for Subsidizng Childcare*, by Groups of the
Working Population, 2007**
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* Budget Section 14-22-13 “Participation in Maimtizig Children in Daycare Centers.”

** Proportion of all children aged 0-3 with mothewsrking at least 24 hours per week (determinedmicg
to the Household Expenditure Survey).

The opposite picture is obtained for the Arab papah: its socioeconomic level is low, but
it receives only 5 percent of the total budget ssléhan a third of the proportion of Arab
children among all children with working motherdi€Be trends are similar to the trends in
the budget distribution for elementary school etiocain which extra funds are allocated to
state religious education, compared with a lowkacation to non-Jewish education (Blass,
Zussman, and Tsur, 2010). Among other things, #ps gn budget distribution result from

15 Children aged 0-3 with mothers working over 241squer week.
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the non-uniform availability of slots in establisbnts designed for the various population
groups. In general, the number of slots in subsdtizare covers one-quarter of the potential
demand (the number of children in working familireeeting the employment test). Ultra-
Orthodox families benefit from the greatest avaligbof places in subsidized childcare: 44
percent of the relevant population (children ageiif families in which the mother meets
the employment test) have slots in subsidized €Bable 5). For non-ultra-Orthodox Jews,
on the other hand, subsidized care covers onlygolagter of the children of working
mothers. The proportion of availability is lowest the Arab population: only 13 percent of
children of working mothers have slots in subsidizare.

The analysis is based on figures for the 2006/26€hool year (available data), but it

appears that as of the current year, no significiiainges have occurred. The number of
places in subsidized childcare rose by an averagepercent per year—close to the growth
rate in the number of employed women with childoéthe relevant age.

Table 5 — Availability of Slots in Subsidized Child¢are, by Population Groups, 2007*

Population Group Percentages**
24
Non-ultra-Orthodox Jews (2.6)
Ultra-Orthodox Jews a4
(3.5)
13
Arabs (1.4)
25
Total (2.6)

* Calculated as the ratio of the number of placesubsidized care aimed at a given population gtoupe
total number of children aged 0-3 in families inig¢khthe mother works more than 24 hours per week.

** The standard deviation is in parentheses.

2.2.2 Indirect Support

Indirect support consists of the benefits grantedugh the tax system: a working mother is
granted one tax credit point for each child (thizsswirue up until 2012). The value of the
benefit is uniform for all children up to age 1&¢ocredit point per child, with a monthly

value of NIS 209 in 2011 prices), with no differi@tibn according to the cost of care or the
child’s age. In 2012, the number of credit poirdsd mother was increased to two for each
child up to age 5, and the benefit now totals N38 ger month (in 2012 prices) — more than
20 percent of the price of supervised car@his addition does not change the situation,
because most of the women are not in the positiotake the benefit, or even partial

advantage of it—because they are low-paid, andllysda not reach the tax threshold, or

because they do not have the appropriate levedoliability. Only one-third of working

16 According to Government Decision No. 602 from JRG09, “Decision Concerning the Encouragement of
the Employment of Mothers of Children Aged 0-5 (fldhCaregivers Law,” made following a claim by Adv.
Peri).

12



mothers of children up to age 18 take full advaatafthe benefit, and utilization of the
benefit is particularly low among uneducated womemong women with children aged O-
3, utilization of the benefit is even lower, becatlsey work fewer hours: only one-quarter
of wage-earning mothers of children aged 0-3 @ik least one tax credit point. In effect,
the benefit is skewed towards families with relatyvhigh income from work and relatively
few children. Low-income families with a heavierrden of childcare (in terms of the
mother’s wage) are unable to take advantage of ctleelit points. This situation is
particularly difficult for single mothers: Most dwt enjoy the benefit, and only 12 percent
of them fully utilize at least one credit point feach child. Utilization of tax credit points is
especially low among low-paid population groupse trast majority of Arab and ultra-
Orthodox women do not benefit from indirect suppesven though they are entitled to a
larger benefit because they have many childrenléTaéb

Table 6 — The Utilization Rate of at Least One Creitl Point for Each Child,
by Population Groups
(Wage-earning women with children aged 0-3, wageera’ file)

Proportion of Women Taking Advantage |of
at Least One Credit Point for Each Chil
Among all Working Women in this

Population Group, Percentages

j

Population Group

Non-ultra-Orthodox Jews 27
Ultra-Orthodox Jews 7
Arabs 9

The lowest rate of utilization, only 7 percent, wasiong wage-earning ultra-Orthodox
mothers, but they benefit from greater accessrectsupport through childcare subsidized
by the Ministry of Industry, Trade, and Labor: 4drgent of them take advantage of the
direct benefit. On the other hand, the inabilityAsb women to take advantage of the tax
benefit is not compensated for by childcare subsidiue to a severe lack of facilities: only
13 percent of the children of Arab working womenénalots in subsidized care (Table 5).

Support for the families of working women is at tbenter of public debate. Starting in
2012, the tax benefit for mothers was extended,obl women earning particularly high
wages can take advantage of the additional crealitt for children up to age 5. For
example, a mother with three children, one of whemypounger than 5 years old, is entitled
to 6.75 credit points per month (NIS 1,400 in 2@tites)'’ In order to take full advantage
of this benefit, however, she must earn over NIZQ0, meaning that she must be in the top
quintile of the salary distribution of women withildren.

172.75 personal credit points, plus 1 credit paimtgach child, and an additional credit point facte child up
to age 5.
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An improvement in the situation of working familiesth children will take place following
approval of the recommendations of the Trajtenlf@ogimittee (Committee for Economic
and Social Change) under the Economic and Sociah@hLaw. The Law grants a man two
credit points for each child up to age®3For the first time in Israel, tax benefits areoals
granted to men with childréh these benefits are aimed at improving the sitmadif most
working families. Half of non-ultra-Orthodox Jewigamilies will benefit from at least two
credit points (of the mother or of the father) &ach child up to age 3. About one-third of
the families of Arab working women with children tp age 3 will receive the tax benefit
for the work of one of the parents. Only 17 peradrthe families of working ultra-Orthodox
women will benefit from utilization of credit pomfor children up to age 3 due to one of the
parents.

A comprehensive examination of the granting of supfor working mothers with children
up to age 3 in Israel, up to 2012, shows that rfeostlies of working mothers were unable
to take advantage of the benefits. Based on 2@fifefs, (these data are available only for
that year), including both the receiving of the sdlp and utilization of the credit points, a
comprehensive analysis of the utilization of suppmesigned for working mothers with
children up to age 3 was conducted (Figuré’6pnly 11 percent of all wage-earning
mothers of children up to age 3 benefited from ghbsidized price of daycare centers or
pre-compulsory play groups. In addition to the sijgssome of these also took full
advantage of the tax credit points for childrenp@&cent of these women). Twenty-two
percent of the working mothers of children up te@ &took full advantage of the credit
points (one credit point for each child)—motherghwigh wages belonging to the top
quintile of mothers’ salary distribution.

Figure 6 — Support for Working Mothers of Children up to Age 3*
(Wage-earners only, 2007)

Receive a

. Receive a
Subsid .
9% Y Subsidy and

Take
Advantage of
the Credit
Points...

Take
Advantage of
the Credit
Points
20%

Receive no
Support
69%

* Calculated on the basis of the Israel Tax Auttyoriage-earners file and the supervised careZ08y.

8 The committee recommended a list of policy measdesigned for working families. For details, see t
Report of the Committee for Economic and Socialrgjeg 2011.

19'Up until now, Israel was unusual in granting chilehefits according to the taxpayer's gender. Seadier
(2009) for further discussion.

%0 Starting at age 3, a child can be registered fercompulsory nursery school, in which the priceafe is
partially or fully subsidized. The database for shedy does not include detailed figures for thgisteation of
children in this system; the analysis thereforaif@ms on mothers with children up to age 3.
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Two-thirds of all working mothers of children up &me 3 received no support for their
children—women earning close to the minimum wagkictv is below the tax threshold,
therefore were not enable to take advantage ofriwdit points. One-fifth of them meets the
eligibility criteria for subsidized childcare, boannot take advantage of this because the
number of slots in subsidized care is limited. Tamaining women are not entitled to the
subsidy because they do not work the required nurabéours, or because their family
income is too high for eligibility (because of thepouse’s high salary).

2.2.3 An International Comparison

Public spending in Israel on subsidized care foldodn up to age 3 totals 0.09 percent of
GDP, compared with an average of 0.23 percent i@D@Eountries (Figure 7). If the figures
are szt{andardized for the difference in the feytiliate, the gap becomes almost twice as
wide:

Figure 7 — Public Spending on Care for Children ugo Age 3 as a Percentage of GDP

.Germany — 0.06
United States i 0.07
Slovak Republic 4 0.08
Isracl v 0.09
New Zealand . 0.09
Mexico ' 0.09
Switzerland . 0.09
Hunggry — 0.10
Czech Republic 4 0.12
T€€CE 3 0.12
Italy —_— 2 0.15
Iceland 4 0.18
Australia 4 0.19
OECD e 0.23
Belgium 1 0.24
orea 2 0.24
Japan 1 0.24
Ireland 1 0.26
Austria s 0.30
Netherlands 2 0.34
Luxembourg 1 0.36
) France 2 0.37
United Kingdom 1 0.44
pain 2 0.45
Sweden 1 0.64
Nprway s 0.67
Finland 1 0.70
Denmark 1 0.85

Source: OECD Family Database.

In addition to the direct childcare subsidy, exitemstax benefits are granted in the
developed countries. In order to show all this supp-direct and indirect—for families of
working women with children, spending on childcavas compared after deducting all

2 \Were the general fertility rate in Israel the saasén OECD countries, the proportion of GDP sperisrael
would be 0.06 percent, not 0.09 percent, compaitddG23 percent in the OECD.
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support? The comparison is based on a representative famidy an average family) in
order to eliminate the effect of the differencesha number of children per family, which is
greater in Israel than in OECD countries. A repnésteve family is a family with two wage-
earners jointly earning 167 percent of the natiol@average wage (assuming that the main
wage-earner earns the average wage and the segavalge-earner earns two-thirds of the
average wage) and two children aged 2 and 3 indayl educational facilities for children.
Figure 8 ranks OECD countries according to a fasiigt expenditure on childcare in terms
of the average wage (after deducting the tax beneind subsidies). The full cost of
childcare in the graph is the monthly price paidHmy parents, net of the subsidy granted.

Figure 8 — Payment for Childcare Net of Tax Benefg and Other Support, OECD*
(Percentage of average wage, 2004)
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* The comparison refers to a representative famiith two wage-earners whose combined salary is 167
percent of the nationwide average salary (assuthiaigthe main wage-earner earns the average wabthan
secondary wage-earner earns two-thirds of the geermage) and two children aged 2 and 3 in fully
operational educational facilities for children.

Source: Data for OECD countries — OECD (2007)Jdomel — calculated by the author.

%2 The comparison is based on the study of Immearmdl Barber (2006). For a list of the benefits, see
Appendix A.



The comparison shows that in two-thirds of OECDntoas, net expenditure (after all the
benefits) for two children in care does not excéédercent of the average wage. In some
countries, the low cost is due to extensive disgiport (especially in the Scandinavian
countries): Some of the cost is subsidized by tate ©r local authorities through the service
provider (daycare centers), which makes the payrbeme by the parent very low. For
example, this is the prevailing policy in Sweded &mland where the parents are supported
solely through a direct subsidy, and receive no harefits or other support. In other
countries, the parents pay full price for care, ara supported through tax benefits, which
significantly offset the cost. For example, in Betg, Portugal, and Australia, the parents
pay a particularly high price for care — one-thafdthe average wage or even more, but a
large proportion of the payment is refunded throbghefits and other support, which makes
their net expenditure relatively low. Estimatescofts in Israel are based on the prices of
subsidized care after the subsidy for supervised sadeducted (this is correct for only
about one-quarter of the relevant families) andhaut any subsidy (the relevant situation for
most of the population). Calculation of the otheport includes child allowances paid by
the National Insurance Institute. Tax benefits weoe taken into consideration for Israel,
because the wage level assumed for the mothehéinternational comparison does not
reach the level enabling her to take advantaghenttedit points to which she is entitled for
her children. The Earned Income Tax Credit, whieswnplemented nationwide in Israel in
2011, also fails to change the picture, becausedgpeesentative family’s income is higher
than the upper limit for receiving this grant.

Spending by mothers on childcare in Israel is highan in most OECD countries, even for
those benefiting from the subsidy. When the subsidyailability (meaning the possibility
of taking advantage of it) is taken into accouhg subsidy is very small, and childcare
expenditure amounts to a third of the average wé&garting in 2012, tax benefits for
working families were expanded, and two credit owere awarded to a father for each
child up to age 3. Including the benefit in thisdabdoes improve the current situation, but
for most families (those who did not take advantaeheir eligibility for the subsidy)
spending in terms of the average wage was stilhdrighan in most OECD countries (22
percent of the average wage). In families bengfitrom the subsidy, the expenditure was
close to the OECD average (15 percent of the aearage).

3. A Review of the Literature

The effect of the cost of childcare on the femaleol supply has been examined in many
studies. Most of them found that the elasticityradthers’ employment with respect to the
cost of care was negative. At the same time, thevee of the estimated elasticity was
high—the estimates vary between 0 and 1. AnderadriLavine (1999) reviewed the studies
on the subject in detail. They note that despiehtigh variance in the power of the elasticity
obtained, its frequency varies between -0.3 and. -The reason for the differences in
elasticity lies in the differences within the pogidn studied, in the data sources, and in the

% The Earned Income Tax Credit (the income gran paid starting in 2008 (for labor in 2007) in stbel
areas, and nationwide from 2011. The amount ofithet depends on the wage of the entitled persdrttan
number of his children up to age 18, and is limtgdhe family’s income.
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models used and their specifications. The accepiadkls in studies on this subject are the
structural model of the mother’s labor supply, grebability model, and studies that use a
natural experiment approath.

The studies based on the structural model arectassnon. They include many assumptions
about the mothers’ behavior, and report mostly kelasticity close to zero. Using this
method, Ribar (1995) estimated the elasticity @ ldbor supply of married women with
children up to age 15 at between -0.09 and -0.0Y.tl@ basis of the structural model,
Michalopoulos, et al. (1992) concluded that thestatéty of mothers with children up to age
18, whether married or single-parent, was neglgiBitudies based on a natural experiment,
in contrast, report higher elasticities. For exaan@elbach (1997) found elasticity in a -0.13
to -0.36 range.

Using a natural experiment for Israel, Schlosseestigated the effect of the law granting
free education for children aged 3-4 (pre-compyiswhooling) on the labor supply of Arab

women. She found that increasing the supply ofdchile and fully subsidizing its cost

caused an 8 percent rise in the mothers’ employmnag¢at Most of the increased employment
is among educated mothers, while the law had malbtino effect on employment among

uneducated mothers.

Implementation of a broad reform in the Canadiaovioice of Quebec provided data for a
natural experiment comparing the changes in ppdion rates of mothers with children

aged 0-5 to those of other provinces (LefebvreMadigan, 2008). As part of the reform, a

subsidized price was granted for each child, theretducing the cost to a nominal one. The
total subsidy under this program rose 3.5 times+rffb16 percent of GDP to 0.57 percent.
This study found that the reform contributed ta8ah percent rise in the employment rate of
mothers with children at the eligible ages.

Use of the natural experiment approach is preferdicause it makes it possible to deal
with the selection problem in the comparison gredafisose benefiting from the subsidized
price and those paying the full price. At the saimee, given the limited quantity of data
suitable for a study using this approach, and tle@tgdemand for a study for purposes of
setting policy in this matter, the most common modestudies testing the elasticity of the
labor supply of mothers with respect to childcaspenditure is the probability model
developed by Connelly (1992) and Ribar (1992). Thixdel estimates the likelihood of a
mother being employed as a function of her wagektha potential cost of care for her
children. As part of the model, statistical cori@es are made for selection problems
resulting from the partial nature of the data. Tag¢a are only for working mothers (from
salary data), and only for those paying for chitdcéirom data for the cost of childcare).
Following these corrections, the potential wage potkntial cost of care are calculated for
each observed mother, and these are included asrdgrgssors in the labor market
participation equation.

2 Use of the controlled natural experiment appraagblves difficulties, because all the programsainich
support is granted for childcare also include otfypes of support (such as help in finding workhsdized
professional courses, etc.). This makes it diffitlisolate the effect of subsidies on motherspyment.
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The majority of studies using this method foundt ttee cost of childcare had a negative
effect on women’s employment, but the power of #ffect—the elasticity of women’s
employment with respect to childcare expenditurefferthd between the studies. The
reasons for this include differences in the studpybation characteristics (single mothers,
married mothers, young mothers, etc.), the childrage (up to age 6, up to age 13, up to
age 18, etc.) and the women’s economic situati@or(pnothers). Another reason for the
high variance in elasticity is the different sp&gfions in defining the variables. For
example, differences result from how the childceost variable is defined (the monthly
cost, cost per work-hour of the mother, cost in parison with the mother's number of
weekly work-hours). Nevertheless, the elasticitddgained for all the different ways of
calculating the variable were negative.

On the other hand, Anderson and Levine (1999), vested the sensitivity of results to
different ways of dealing the selection problenr @xample, different techniques), found
that these had no great effect on the magnituddetelasticity obtained. Kimmel (1998)
reported a similar finding.

The findings of studies indicate differences irsttaty between different population groups,
depending on their demographic features, level cdafcation, incidence of poverty, and
number of hours worked. It is very important tontfy the groups most sensitive to
childcare costs, because this can contribute tect¥e allocation of resources, thereby
maximizing the resulting increase in employmentr EBaample, Anderson and Levine
(1999) found that the employment elasticity for hews of children up to age 6 with little
education was triple (-0.89) the employment elésgtior educated mothers (-0.3). A study
conducted by the Government Accounting Office ()98dsed on the probability model
found that the effect on poor women’s employmens waonger, and their employment’s
elasticity (-0.5) was greater than that of wealtlomen’s employment (-0.19).

Another important finding was that elasticity vari@according to the number of hours
worked: childcare expenditures reduce the chantadldime work more than the chances
of part-time work (Connelly and Kimmel, 2010). Audy of Canadian data (Powell, 1998)
reported a similar finding for married mothers é#iity of full-time employment was -0.7,

compared with -0.2 elasticity of part-time employit)e Connelly and Kimmel (2010) also

found that the elasticity of full-time work by siegmothers (-1.29), who are usually in the
bottom income deciles and have lower employmemtsravas significantly higher than the
elasticity of married mothers (-0.75).

Matters concerning the encouragement of employmeliminating labor market entry
barriers, and a transition from welfare to work atethe center of public discussion in
various countries. Enhancing a support policy #ratourages, or at least does not have a
negative impact on, the incentive to work requitesting the policy’s effect on the labor
supply of women. Studies were conducted over ths¢ gacade testing the elasticity of
women’s employment with respect to the cost ofddate in a number of countries. An
international survey of these studies conducte@bng et al. (2010) found that the elasticity
of employment (with respect to childcare cost) agh@ountries averaged -0.27, with a
minimum of -0.92 and a maximum near zero (calcdl&e married mothers only in the US,
Canada, Germany, Sweden, Norway, and AustraliableTd.
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Table 7 — Elasticity of Mothers’ Employment with Respect to Cost of Childcare

(Married mothers, based on a review of the intéonat literature)

Country Minimum Value Average Maximum Valu
us* -0.92 -0.47 -0.09
Australia* -0.21 -0.12 0
Canada* -0.38 -0.25 -0.12
Sweden 0.00
Norway -0.12
Germany -0.04

* Calculated as a simple average of the studieducted.

4. The Theoretical Model

The theoretical framework of the study is basedhenindividual’'s preferences, represented
by a mother’s utility function (Heckman 1974, Colyd 992, Ribar 1992). This function
maximizes the utility by selecting an optimal qugnof consumption of goods, leisure, and
childcare quality. The selection is simultaneou$jact to budget limitations (defined by the
mother’'s wages, other family income, the price bildcare, etc.) and limitations on the
mother’s time and that of the child.

The utility function is in the following form:
(1) MaxU =U(XnQ,t)

(2) Q=Q(toted; N, A)

with the following constraints:

(3)  tWHV=X+Pectec

(4) tmttott=1

(5) totte=1

where:

U is the utility function;X is consumer good§) is the quality of childcare;j is leisuretq is
the time devoted by the mother to childcadggy is the time spent caring for the children by
another party (quality); N is the number of children in the familg is the ages of the
children in the family;t,, is the mother's work hour3yV is the hourly wagey is the
household income, excluding the mother’s laborl@iding the spouse’s income); aRgtc.

is the family expenditure on childcare (cost peurvohours of care).

The quality of childcare (2) is affected by the ¢ithe mother spends caring for the chitg) (
and the time spent caring by another party for(pay It also depends on the number of
children in the family and the composition of thages.

Constraint 1—The budget constraint (3): Consumption of the go@ithe price of the
consumer product was assumed to be 1), and thdcahdl services (not by the mother — the
hourly cost of care, multiplied by the number ofecaours) equals the mother’'s wage and
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the family’s other income (including the spouse’age), where the hourly price of care is
affected by the quality of careg)( and by other factors:P, =P(q",N",A”).The

composition of the children’s age#)(can contribute to reducing the cost of caring for
young children: the presence of adult childrerhim home reduces the number of care hours
that must be paid for, because the adult childeatigipate in caring for the small children.
On the other hand, the number of young childiniicreases the cost of care.

Constraint 2—The time constraint: the mother’s time (4) is cosgm of work hours,
childcare time, and leisure time. The time of theldc being cared for (5) reflects the
division of time between time under the mother'secand time under another party’s care.

In order to simplify the model, several assumptibage been made: all the family’s income
is consumed (no savings) and there is an absencenstraints on the transition from non-
employment to employment (no difference betweenleympent and participation).

From the first order conditions, we obtain thedualing equation:

U U .
(7) U_: =W :U_T(Ql _qu*) + Poc
According to this condition, the substitution beémeleisure and consumption of goods
equals wage and is identical to the mother’s ytflibom childcare, compared with the utility
of consuming goods and payment of the optimal pifég;) for childcare by another party.
According to the standard labor supply model, trethar will decide to go to work when
the wages offered in the labor market equal heervesion wage. In this model, the
reservation wage of a mother with small childresoakflects the cost of childcare while she
is at work. Each additional child raises the mdtheeservation wage and lowers her
probability of employment. On the other hand, redgahe cost of childcare by granting
support for it should lower the reservation wageréby increasing the probability that the
mother will go to work.

5. Econometric Model

The model is a probability model of labor supptywhich the decision of whether or not to
participate in the labor market is measured asration of characteristics affecting the
propensity to work: wage, childcare expenditure thother’'s demographic and economic
characteristics, and the unobserved factors (8).

8) F=fW,P,,Au)
The function can be written as an equation:
LFP =g, + S, InW + S,P_ + B, X + 4, +U

where LFP is participation in the labor markeif,is a constantX is a vector of the

individual's economic and demographic charactesstinV is the potential wage; arRl. is
the potential cost of childcare.
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The equation receives the value 1 when a womansaagositive number of hours:
1ifF > 0

LFP = _
{O otherwise

In the initial stage, two equations must be esttathe wage equation (9), on the basis of
which the potential wage of each mother must benastd, and the childcare cost equation
(10), on the basis of which the potential costhofdcare for each mother must be estimated.

(9 INW=y'M+v,
(10) P.=a'D+v,

The wage regression is estimated on the basiseoMimcer model, with human capital
characteristics and other characteristics of thekiwg mothers 1) and the unobserved
characteristics\(,). Including data only for working mothers (for whahe wage is known)

causes selection of observations and requires eeatimmn, which was done using the
Heckman method.

Another equation to be estimated in the initiagstes the childcare cost regression (10),
which includes the variables affecting the costhsass the number of small children, the
presence of adult children, the mother’s familyisgathe presence of other adults in the
household, etc[Y), and unobserved factors ().

This equation will include only observations of imexts paying for childcare. In this model,
the cost variable is estimated as the mother’'slhaast of care, and requires information
about her work hours. The calculation method retstrine childcare cost data to working
mothers paying for childcare. In this case, there #wo selection problems: only
observations of working mothers are selected, aryg those working mothers paying for
childcare are selected. This requires a correctBame of the studies made corrections for
only one type of selection — payment for childc&idies in which the selection problem
was addressed according to both approaches (actorrdor selection of payment for
childcare services only and a correction for seectf both the employment situation and
payment for childcare services) indicate that tlestesity of employment with respect to
childcare expenditures is almost unaffected bydheice of approach (see Anderson and
Levine (1999) and Kimmel (1998), for example). Tgrebable explanation is that the two
decisions are significantly correlated. Accordinghese findings, a statistical correction of
selection was done in the framework of this studly or the use of paid childcare services.

In the final stage, the principal equation of paptation in the labor force was estimated.
The equation includes as regressors the potendigévand the potential cost of childcare
calculated for each mother in the sample.

The estimation stages are as follows:

1. Estimation of the labor market participation eqomtiOn the basis of this estimate, a
correction is calculated using the Heckman method.

2. Estimation of the salary equation, including a Hweek correction. Based on the
coefficients obtained, the potential wage is caltad for every mother in the sample.
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3. Estimation of the equation for the probability afyping for care for young children. A
Heckman correction is calculated on the basisisfdktimate.

4. Estimation of a regression for the cost of chilégancluding a Heckman correction.
Based on the coefficients obtained, the potentat of childcare is estimated for every
mother in the entire sample.

5. Estimation of the final equation — the participateguation. The equation includes both
the potential wage and the potential cost of childcas well as additional explanatory
variables. Based on the coefficients obtained ethsticity of the women’s employment
with respect to the cost of childcare is calculated

5.1 Methodology Problems
5.1.1 Exogeneity of the Cost of Childcare and Wages

Estimation of the two regressions (childcare cost mother’'s wage) in the model assumes
exogeneity between the two variables. Accordingthis model, the variables in these
equations should not be correlated with the reetilthe other equation: the vector of
variables in the salary regression in Equation 9) will not include variables corredtwith

the cost of childcare (such as the number of yathiglren), and the vector of variables in
the childcare cost equatiol (in Equation 10) will not include variables corteld with
wage (such as the mother’s level of education)aAsle, it is necessary for each one of the
four equations preceding the final regression ttuihe at least one variable distinguishing it
from the other equations.

5.1.2 Calculation of Statistical Corrections for Data Sedction

Estimation of the two equations preceding the fipatticipation equation requires two
selection corrections. The first is needed for sh&ary regression, because it is estimated
only for employed mothers. In this case, the cdiwacuses the Heckman method (1979), in
which a regression representing the labor suppésisnated (probit), and is used to predict
the probability of each mother in the sample t@ebwloyed. Based on this figure, an Inverse
Mills Ratio (IMR) is constructed for each obsereati and inserted into the salary equation
as an additional regressor.

In this model, a correction is also calculateddelection in the childcare cost equation. In
this case, there are also two selection probleeisdson of working women, and selection
of only working women who pay for childcare). Estition using both methods—a)
selection according to payment for childcare, ahdsddection according to payment for
childcare and for employment status—gives very lsimiesults® In order to simplify the
estimation process, the Heckman method was theraised to deal with the selection
problems in both preliminary equations (the wagea¢ign and the care cost equation).

% For example, see Anderson and Levine (1999) anthi&l (1998).
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6. Data and Theoretical Statistics

This study is based on figures from the HousehalgeEditure Survey of the Central Bureau
of Statistics. The survey includes detailed infaiora about the cost of childcare and
various characteristics of individuals and housésioéducation, employment status, family
status, age, number and ages of children, yeanmigration to Israel, religion, salary, work
hours, etc. The study includes mothers with attleas child aged 0-4. Due to the limited
number of observations in the annual survey tha ohefuded the survey figures for the last
three years published at the time of the study720009. The survey figures represent the
overall cost of childcare for the family, withoytesifying the cost for each child. The costs
related to care of children aged 0-4 may be cliassdccording to the definition of the cost:
daycare/nursery (not including compulsory kindetgyay, a childcare worker residing or not
residing on the premises (assuming that spendinthidbdcare focuses on children aged 0-4,
not older children), and afternoon childcare (& fiamily has more children up to age 9, the
relative proportion of total family expenditure wiagen into account). The cost of childcare
per work hour of the mother was calculated as #ti® 1of the monthly cost of care to the
mother’s monthly work hours.

The survey figures include total childcare expaméit with no distinction between the
subsidized price and the full price. Furthermoegdrstinction was made between subsidized
daycare and public pre-compulsory play groups apndé belonging to the private sector. In
order to reflect the effect of subsidized carelmndost of childcare, an index was compiled
reflecting the availability of subsidized care. Tdrmalysis is based on a file that includes all
children in care subsidized by the Ministry of Isthy, Trade, and Labor during the 2006-
2007 school yed® The database includes information about the lefedligibility for a
subsidy for each individual, the geographic logatid care, the mother’'s employment status,
etc. The data were added to a random sample ofingprikothers that includes information
about the parents’ wagé5sand demographic data from the Population Registye also
added. An availability index was compiled on thesibeof these data as the ratio of the
number of slots in supervised care in a communwitthe number of children of the relevant
age with mothers working over 24 hours per week.

Based on the administrative sources of informattbe file of wage-earners in 2007), the
number of working mothers with children eligible &upervised care in 2007 was estimated
at 300,000—250,000 of whom work over 24 hours peek§® Since the administrative file

does not include data for work hours, the extergraployment was estimated on the basis
of the monthly salary. In 2007, the number of alidaged 0-3 with mothers who met the
employment test was estimated at 325,000, whilentmaber of children with places in

subsidized care totaled 74,000 (excluding welfdriéden) — less than one-quarter of the

% The file did not include welfare children in daye@enters.

2" The files for individuals were prepared on theiba$ Form 126 (computerized) submitted by the eyt
to the Israel Tax Authority. The form includes st bf all payments and deductions, credit pointistaf work
months, type of position, etc. for each employearatinnual level. The file includes data for 10cpat of all
employed persons, who were selected randomly.

% Hereinafter, the figures were calculated on theisbaf the wage earners file. These are 24-30 petigher
than those calculated according to the Househoftbdtiture Survey. The results are consistent vhighfact
that a fixed 30 percent gap exists between the surmbwage earners estimated according to adntiiaer
data and the estimate according to the Central&Buoé Statistics surveys (Forman, 2005).
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relevant population. This ratio reflects the lewél availability of places in subsidized
childcare for working mothers of children aged (t3s important to note that care in this
system is also worthwhile for families not eligifte the subsidy, both because its monthly
price is lower than that of care in the privatetseat a similar levé?, and because
supervision by the Ministry of Industry, Trade, drabor requires that high pedagogic and
safety standards be met. The level of availabdftgupervised care should affect the amount
spent on care for children aged 0-3, and perhausthé mother’s decision whether or not to
work (questions examined in this study). Thesdifaas are operated by social organizations
(WIZO, NA’AMAT, and Emunah women’s organizationsycaothers), each aimed at a
specific population group. Calculating the avalli&piindex for the three main population
groups (non-ultra-Orthodox Jews, ultra-Orthodox sleand Arabs) shows the wide gaps
between them in the availability of supervised ¢adble 8).

Table 8 — The Availability Index According to Popuktion Group, 2007*

Jerusalem** 0.22 0.34 0.10
North 0.81 0.47 0.17
Haifa 0.41 0.22 0.12
Central 0.69 0.22 0.15
Tel Aviv 0.47 0.28 N/A
South 0.68 0.36 0.14

Judea and Samaria 0.54 0.38 -
General Average*** 0.44 0.24 0.13
(0.035) (0.026) (0.014)

* Calculated as the ratio of the number of placesubsidized care operated by organizations airheddn
population group to the number of children with hests working over 24 hours per week.

** The estimate of the care facilities aimed at titea-Orthodox population in Jerusalem is an uasimate,

because there is a large group of pre-compulsay groups that cannot be classified as ultra-Oxdkod
organizations.

*** The standard deviation is in parentheses.

The availability index calculated according to gegdnic areas highlights the distressing
situation in subsidized care in various communitiésr example, among the non-ultra-
Orthodox Jewish population, the shortage of shotsubsidized care is particularly acute in
the Petah Tikva, Holon, and Hadera areas, where @re enough slots in subsidized care
for only one-fifth of the children of working motree(Table 9). The worst shortage of slots
is in the Central and Haifa districts; in the Nodibtrict, on the other hand, there are places

% One of the significant items in spending on carehie private market is rent for the building, vehthe
subsidized facilities are usually located in pultligldings or the apartments of the parties opegathe pre-
compulsory play groups.
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for about half of the children. These figures hight the need for planning for specific areas
in the construction of new care facilities, whishnieeded above all in communities in which
the number of slots is sufficient for only onefifof the potential demartd.

Table 9 — Availability Index for Places in Child Cae Designated for Non-Ultra-
Orthodox Jews, 2007

District Sub-District
Availability Availability
Name Index* Name Index*
Jerusalem 0.34

Tzfat 0.65

Kinneret 0.51

North 0.47 Jezreel-Afula 0.52
Acre 0.36

Jezreel-Nazareth 0.21

Golan 0.74

Haifa 0.22 Haifa 0.23
Hadera 0.18
Sharon 0.24
Central 0.22 Petah Tikva 0.18
Ramle 0.25

Rehovot 0.25

Tel Aviv 0.30

. Tel Aviv-Ramat

Tel Aviv 0.28 Gan 0.35
Tel Aviv-Holon 0.19

South 0.36 Ashkelon 0.35

Beer Sheva 0.37
Judea and
Samaria 0.38
Total 0.24

* Calculated as the ratio of the number of placesubsidized care operated by organizations airhedra
ultra-Orthodox Jews to the number of children withrking mothers (non-ultra-Orthodox Jews).

30 Another possible index of the shortage of carthésnumber of registration requests by parents wieae
refused because of a lack of slots. This index,évar, is an underestimate, because many parentsagmhy
in the first place, knowing that the lack of sloigans that they have little chance of getting aepla
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The calculation of the availability index was basmd administrative data available for
individual communities, and even smaller subdivisioOn the other hand, in the Household
Expenditure Survey, used for estimation in thigigfwonly large communities with 100,000
or more residents are identified. For the smallemmunities, the index was therefore
calculated at the lowest level at which identifieatin the Household Expenditure Survey
was possible — the subdivision. In 2007-2009, &gldo-complete subsidy for parents with
children aged 3-4 in pre-compulsory kindergartepsrated by the local authorities was
instituted. A free education law was applied intaier areas during those years; these areas
cannot be identified at the individual geographewel of the Household Expenditure
Survey® In order to reflect this effect, a dummy variables defined for the presence of
children aged 4—the main population in pre-compylsindergartens.

The sample of the annual Household Expenditure eguincludes 1,100 observations

relevant to this study. After combining the filex the past three years of the survey, the
number of observations reached 3,300. The finartag were translated into fixed 2009

prices on the basis of the Consumer Price Index.

The descriptive statistics are displayed in Talfle The table contains the figures for the
entire survey segmented according to the motharipl@yment status, and the monthly
spending on care for children aged 0-4 was caledldor the working mothers. The

employment rate calculated on the basis of HouskeBrpenditure Survey data (58 percent)
is lower than the figure obtained from the Laboordeé Survey of the CBS (63 percent).
Similar gaps were maintained in the employment oht@omen with children up to age 18,

and for women in general.

Different patterns of payment for childcare accogdio the mother’'s employment status are
distinguishable in the statistical data. Workingth@os are more frequently aided in paying
for childcare, and 81 percent pay for childcaranpared with 47 percent of mothers who
were not employed.

Well-educated mothers are more involved in the damarket, and among the working
mothers, the educated ones are more inclined tdguashildcare: the percentage of women
with an academic degree among working women iseddgmt, and is higher among working
mothers and mothers paying for childcare (46 pejcen

Spending on childcare is highest among working e@t{NIS 1,700), and accounts for a

quarter of their monthly wages. Working mothersipgyfor care earn 7 percent more per
month, and their spouses’ wages are slightly higfem the wages of non-working women'’s

spouses. A positive correlation between family fabhoome (the mother’s salary and that of

her spouse) and spending on childcare highliglggptienomenon of selection—the fact that
women with higher wages can afford to pay morecfoldcare—and emphasizes the need to
deal with the problem discussed in Section 5.

31 The law was applied in certain communities andijpeareas within those communities.
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Table 10 — Economic and Demographic Data for Mother with Young Children

(Averages)
Working
. All Nor?- Working Mothers
Variable Working .
Mothers Mothers | Paying for
Mothers :
Childcare
Children aged 0-1 0.58 0.66 0.52 0.49
Children aged 2-3 0.58 0.59 0.56 0.62
Children aged 4 0.29 0.31 0.27 0.30
Mothers with a one or more children 20 24 17 16
aged 12-18, percentages
Not employed in the family 1.21 1.31 1.13 1.09
Not employed in the family — a womgn 0.14 0.18 0.10 0.08
Immigrant women, percentages 15 13 17 15
Arab women, percentages 24 46 9 5
Ultra-Orthodox women, percentages 10 11 9 10
Employed women, percentages 58 - - -
Single-parent, percentages 7 5 8 7
Age 32.2 31.4 32.8 32.9
Years of education 13.7 12.3 14.7 14.8
Women with academic degree, 33 16 44 46
percentages
Average monthly payment for 944 360 1370 1.700
childcare, NIS* ’ ’
Mothers paying for childcare, 67 47 81 100
percentages’
Weekly work hours 34.8 - 34.8 35.1
Average monthly wage, NIS 3,621 - 6,264 6,733
Hourly wage, NIS 49.5 - 49.5 51.2
Spouse’s wage, NIS 7,334 5,600 8,599 9,052
Cost of childcare per mother’s work 16 ) 16 16
hour, NIS

* The amounts are different than those displayetiable 2, because here they focus on all mothets wi

children aged 0-4, while Table 2 relates only tahmaos paying for childcare.

** The figures are slightly different than thosespliayed in Table 1, because they are based oimdlesdmple,
from which some observations were removed duectod@values for certain variables (for example, an

unknown number of work hours).
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7. Results

As described above, the estimation consists okthtages. First, the variables to be inserted
into the final equation are estimated — the pos¢miage and the potential cost of care. In the
first stage, the Mincer wage equation is estimaveth a correction for the selection of
participation in the labor market (Table 11). Dwe the lack of sufficient amount of
observations of working Arab mothers paying forlatare, this group was removed from
the sample. The estimation focuses solely on Jewishen®* The explanatory variables in
the two equations are standard — personal chaisatsr(age, family status, number of
children), belonging to a population group (immigravomen, ultra-Orthodox women), and
control variables for geographic differences (ageravage in the area, taken at a lag;
dummy variables for districts) and for the surveans. A high and significand justifies

the use of the Heckman model, and reflects the Ipgs$itive correlation between the
unobserved factors in the two equations — the @patiion equation and the wage equation.
As expected, the tendency to work increases wahnbther’s level of education. Immigrant
and ultra-Orthodox mothers are less likely to wakd those who do work are paid lower
wages than long-term residents and non-ultra-Odkodewish women. Each additional
child lowers the probability that the mother wilbvk. This effect is particularly strong when
the children are younger than 3, weakens as tHd'slige rises, and is not significant for
children over 12. The number of children also reduthe mother's wage: each additional
child reduces it by 2 percent. The highest prolitgtof employment is for mothers residing
in the Central and Tel Aviv districts. At the satimae, residence in these districts does not
contribute to a higher wage. Among the factors igna positive impact on the wage of
mothers with young children are age and educatidontrolling for the survey years
generates a strong negative effect on wage in 2098ar of economic slowdown, compared
with 2007, a year of economic growth. In additiamumber of other factors were tested and
found to be non-significant, such as the utilizatiof credit points for children and the
availability of subsidized care in the mother’'saaoé residence.

32 Combining all three survey years increases thebrmurof observations of working Arab women.
Nevertheless, the number of observations of workirah women paying for childcare remains very small
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Table 11 — The Salary Equation with a Statistical Grrection for the Probability of
Working (Heckman Correction)

Natural Logarithm of Hourly Wage

Participation

Adjy§ted Regr_ession Equation
Coefficients* Coefficientt
Years of eduction 0.07t 0.09: 0.07¢
***(118.0]) ***(119.00 ***(17.90)
Age 0.06¢ 0.06 0.00¢
***(3.79 **+(3.84) L.03
Age square 0.00% -0.001
***( 263 ***( 265)
Marriec 0.05: 0.05:
(1.27) (1.279)
Women who immigrated to Israel in the 1990 -0.159 -0.186 -0.111
or later **x(5.21) **x(5.47) *(1.73
Ultra-Orthodoy womer 0.19¢- 0.267- -0.257
**x( 4,55 **x( 5.42) ***(2.82)
Number of children up to age 0.021- 0.021 -0.08¢
**(11.99 **(11.99 ***(3.15
Average wage in the ar 0.000: 0.00(
*(1.87) *(1.87
District of residence (control: Jerusalem -0.137 -0.099 0.161
district) Northern district *(2.53 *(1.63 L.49
Haifa distric 0.10¢& 0.06¢- 0.18(
.09 (.15) (L.59)
Central distric 0.06:- 0.001- 0.27i
.33 0.01) **x(3.24)
Tel Aviv district 0.05%- 0.00¢ 0.26(
.97 0.15) **x(2.84)
Southern distric 0.13(- 0.08¢- 0.18:
*rx(2.63 (.60 **(11.90)
2008 survey yei 0.05% 0.054 0.011
**(1.99 *(1.67 ©0.19
200¢ survey yee 0.121 0.131 -0.041
**x( 3.4 **x( 3.46) 0.59
Other incame -0.02¢
(.47
Number of children agec-3 -0.21¢
***(4.29)
Number of children agec-5 -0.14¢
***(12.94)
Number of children aged -15 -0.04:
0.77)
Additional adult in the househc 0.39:
***(5.7€)
Employment rate irhe are 0.01z
(0.70
Constar 0.381 -0.53¢
(0.99 *(1.89)
P 0.82
22 116.03
Number of observations 2,085 3,045

* The salary regression coefficients corrected feelaction equation.

*** 1 percent level of significance; ** 5 percergel of significance; * 10 percent level of signénce; the t

value is displayed in parentheses.
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Specific variables for the number of young childvegre not included in the wage equation

in order to avoid a correlation between the eswahapotential wage and the cost of

childcare. The potential wage is estimated fottlal women in the sample, and inserted as
an explanatory variable into the final equationttleatimates the factors affecting the

mother’s employment.

In the second stage, the equation for the coshitdaare per work hour of the mother was
estimated for the purpose of estimating the paaéspending for all of the mothers. In order
to eliminate the selection problem in estimatiosdzthon samples of working mothers who
pay for childcare, the equation takes into accdhatlikelihood of the mother paying for

childcare (according to the Heckman method). Thienasion results are displayed in Table
12. A significantly negativep indicates a negative correlation between the naneors of

the two equations: women whose potential spendmnghddcare is high have less chance of
receiving assistance in childcare services. Traslltas similar to the findings in previous
studies, and reflects the fact that a low effectiage makes going to work less worthwhile
for mothers whose potential childcare spendingighdr, and such mothers will therefore
prefer to remain at home and care for their chiidfer example, Powell, 1997). The results
indicate that immigrant and ultra-Orthodox womea kass inclined to pay for care, and if
they do pay for care, they pay less. This is paldity true for ultra-Orthodox mothers, who
spend 60 percent less than the rest of the popalatn childcare. Among other things, low
spending by both ultra-Orthodox women and immiggargflects the low prices in the
childcare service market segments aimed at thepelggmns. Educated women are more
inclined to pay for childcare. Spending is posiyveorrelated with family income
(including the spouse’s salary). Babies up to age the family reduce the likelihood of
paying for care services, compared with familieogénchildren are older. The presence of
older children in the household reduces the likegth of paying for care of young children,
because the older ones contribute to care withoytpayment. Furthermore, in families
paying for care, the presence of adult childrendi®aspending by 27 percent. On the other
hand, the presence of unemployed adults in thedhmld does not prevent the use of paid
childcare; it merely lowers spending, and onhhi available adult is a woman.

The low availability of subsidized care does natrade the decision to pay for care, but it
affects the amount spent. Extending availabilitystfts in subsidized care contributes to
lowering childcare spending. Moving from a commuynitith coverage for one-fifth of the
potential demand (children from working familiesaumeet the requirements to be accepted
for subsidized care) to a community in which coger&xtends to a third of the potential
demand would reduce the cost of care by 2.8 percent
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Table 12 — The Childcare Cost Equation with a Stastical Correction for the
Probability of Paying for Childcare (Heckman corredion)

Natural Logarithm of the Cost of Care Use of Paid
Calculated Regression Childcare
Coefficients Coefficients
Age 0.004 0.003 0.002
0.78 0.59) 0.31)
Married 0.144- 0.191- 0.098
@12 @.39) 0-90)
Ultra-Orthodox women 0.603- 0.479- -0.258
***( 573 ***( 404) ***( 282)
Women who immigrated to Israel in the -0.279 -0.122 -0.322
1990s or later ***(4.07) .59 ***(4.93
Educated 0.440
***( 906)
Other income 0.087 0.087
***( 39@ ***( 395)
Children up to age 1 0.669 0.913 -0.518
***( 94n ***( 1108 ***( 804)
Children aged 1-4 0.458 0.356 0.217
***( looe ***( 658) ***( 471)
Children aged 5-9 0.134- 0.109- -0.052
***( 40@ ***( 31@ a_64)
Presence of children aged 12-18 in the -0.272 -0.177 -0.199
household *%(3.62 **(2.1]) (2,72
Unemployed adult 0.139 0.193 -0.114
.49 **(1.92) .43
Unemployed adult woman 0.308- 0.391- 0.175
**(2.08 (2.3 .28
Availability index 0.214- 0.221- 0.014
“(1.89 *(1.63 0.19
District of residence (control: Jerusalen -0.498 -0.560 0.133
district) Northern district ***(4.5)) ***(4.52 .19
Haifa district 0.217- 0.267- 0.110
*(2.04 (223 0.93
Central district 0.101- 0.260- 0.347
.20 wk( 2.62) *x( 3.74)
Tel Aviv district 0.043 0.057- 0.219
0479 0.54) **(2.28)
Southern district 0.501- 0.616- 0.252
***( 48@ ***( 526) **( 237)
Judea and Samaria district 0.524- 0.597- 0.160
**%( 4.85) k(4 84) .39
Constant 1.793 -0.349
**(6.37) @.56)
Number of observations 1,763 3,235
P 0.71
72 ** 45,11

* The salary regression coefficients are correlatital the selection equation.

*** 1 percent level of significance; ** 5 percergel of significance; * 10 percent level of signdnce; the

value of t is displayed in parentheses.
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This limited effect reflects the relatively smalimber of families who benefit from the

subsidy — only one half of all those potentiallig#lle. The others do not take advantage of
their eligibility, among other things because oflaack of subsidized care facilities.

Controlling for geographic areas (in comparisonhwiihe Jerusalem district) shows that
living in the North and Haifa districts reduces tbest of care in comparison with the

Jerusalem district. No difference in this effecsvilaund between the survey years.

Neither the mother’'s wage nor other variables dated with the mother’s earning power
(such as education), were included in the childcemst equation, according to the
assumption of exogeneity between the two factors.

Based on the coefficients obtained, the potental of childcare was estimated for every
mother in the sample, according to her characiesisThis figure and the potential wage
were included in the final equation for the labaply of mothers. The estimation results
are displayed in Table 13, including the regressioefficients and the elasticities (marginal
effect).

The coefficients obtained are consistent with btheconomic theory of labor supply and
the findings of previous studies (for example, €amnelly, 1992; Powell, 1998; Connelly

and Kimmel, 2003; and Anderson and Levine, 199%e Tesults of the main equation,

which estimates the effect of the various factanstlee tendency to work among mothers
with young children, indicate that the cost of dbdre has a negative effect on women'’s
labor supply. The coefficient of the natural logfam of childcare cost per work hour of the
mother is negative and significant. The estimatiedtieity for a representative woman is
0.14, meaning that a 1 percent rise in spendingloldcare reduces the likelihood of a

mother going to work by 0.14, with a standard dieemaof 0.0025. The elasticity was higher
for ultra-Orthodox women (-0.17) and uneducated eor(+0.16), and lower for educated

women (-0.12). The potential hourly wage and age adcrease the likelihood that a woman
will work. Among mothers of small children, mothew$ children up to age 1 are more

inclined to stay at home than mothers of olderdrkih. Ultra-Orthodox and immigrant

mothers are less inclined to work than other women.
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Table 13 — Labor Supply of Mothers with Children Aged 0-4 (employed = 1)

@) @
Coefficients Elasticity
Natural logarithm of the potential cost of childean -0.417 -0.142
©+( 56.67) “+( 56.67)
Natural logarithm of the potential wage 0.705 0.240
**%(137.59 *x%(137.59
Age 0.027 0.009
*+x( 14,54 k(14,54
Age squared -0.001 -0.000
**%(18.83 **%(18.83
Number of children up to age 18 -0.131 -0.045
**%(1100.99 *=*%(1100.99
Married 0.140- -0.046
**%( 25.07) % 25.07)
Women who immigrated to Israel in the 1990s of 0.062 -0.021
later ***(16.79 ***(16.78
Ultra-Orthodox women 0.203- -0.072
**%( 3540 **%( 35.40)
Presence of children up to age 1 0.099- -0.034
(12,04 w5 12.04)
Children aged 1 0.165 0.056
*%( 34,73 % 34.73
Children aged 2-3 0.266 0.091
w5 62,29 (62,29
Children aged 4 0.266 0.090
**%( 59.28 **%( 59.28)
Other income 0.064 0.022
w51 83 (51 83
District of residence (control: Jerusalem district) 0.080 0.027
Northern district **(13.40 *%(13.40
Haifa district 0.086 0.029
**(16.07) % 16.07
Central district 0.151 0.050
**(36.69 “x( 36.68
Tel Aviv district 0.169 0.056
**(38.25 % (38.25
Southern district 0.094 0.031
**( 16.90 Hokk (1690
2008 survey year 0.053 0.018
*(16.94 wx( 16.93
2009 survey year 0.046 0.016
**(14.34) **%( 14,34
Constant -1.473
**(47.29
Number of observations 3,263 3,263
R 0.085

*** 1 percent level of significance; ** 5 percerg\el of significance; * 10 percent level of signdnce; the
value of t is displayed in parentheses.
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The probability of female immigrants working is 2rpent less than for other women, and
the probability of ultra-Orthodox women working 7s percent less. Controlling for the

mothers’ area of residence shows that women livinipe Central and Tel Aviv areas have
the highest probability of being employed (15 patcand 17 percent higher than the
probability in the Jerusalem district, respectiyely

These results are low, compared with the most #etjresults in studies (-0.3 to -0.4), but
are close to the results in some of them. For el@ngonnelly (1992) found an employment
elasticity of -0.2, Ribar (1995) estimated the etaty at -0.09, Powell (2002) obtained an
elasticity of -0.12 for Canadian data, and Kornstadl. (2007) estimated elasticity at -0.12
for Norwegian data. The elasticity of employmenthwiespect to the cost of childcare can
serve as an index for the selection of types atjgs for encouraging entering or remaining
in the labor market, such as the earned incomectedit (EITC) program implemented
nationwide in Israel starting in 2011, a progranattigives a subsidy to low-income
employees. In a study testing the desirable paemdor implementing the program in
Israel, it was found that the elasticity of empl@mhwith respect to changes in wage was
estimated at 0.07 (Brender and Strawczynski, 20063alculating the elasticity per shekel
spent, a larger gap was obtained between sengitivitchanges in childcare cost and
sensitivity (lower) to wagé®

The relatively high elasticity of employment of rets with young children can be
explained by the higher level of the subsidy in pamson with their salary than in
comparison with the salary of other wage-earnezsabise the mothers’ salaries are loter.

Testing the dependence of the magnitude of théi@tgon the explanatory variables shows
that its power is stable. In regression includintydasic explanatory variables, an elasticity
of -0.115 was obtained (the first column in Tabk).1Adding demographic variables
increases the elasticity to -0.14, and includirg éducation variable causes little change in
the coefficient (the last column in Table 14).

Based on the elasticity that was estimated (04 4)bsidy amounting to the complete cost
of spending on childcare would increase female eymént from 63 percent to 71 percent.
Granting support amounting to half of family spemgdion childcare would increase the
employment rate of mothers with children aged @e#nf63 percent to 67 percent, at a total
cost of NIS 2.9 billion. 21,700 women would joiretlabor force as a result — at an annual
cost of NIS 135,000 per “new” employee. This csssignificant, but lower than the cost of
boosting employment through other support progranf@cusing the subsidy on families
with low earning power and low employment rates Maunake this policy more effective.
In addition to increasing the employment rate, supwill have another positive effect — for

% The calculation is necessary due to the diffetewtls of wages and childcare spending. Accordinthe
calculation, one shekel of childcare spending reduhbe likelihood of employment by 0.009, and a-simekel
drop in salary reduces the likelihood of working®§02.

34 Another possible explanation of the differencehia estimates of the program’s effect is differenicethe
population for which these estimates were calcdlaiothers with children aged 0-4 are a subgroughén
Brender and Strawczynski study’s population, whietludes parents with children up to age 18 (thevent
population for the EITC program).

% Brender and Strawczynski (see footnote 19) eséithtite cost of adding a new employee to the latzoken
through a direct salary subsidy at NIS 214,00@(i02 prices).
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example, increasing the number of work holirseducing poverty, and narrowing social
gaps in education.

8. Conclusion

This study tests the effect of the cost of careymung children on the labor supply of
mothers. Testing was based on the probability madéh statistical corrections for the data
selection problem. The study is based on data fiteenHousehold Expenditure Surveys
published for the three years prior to when thewtuas conducted: 2007-2009. It examines
the amount of family spending on childcare in Isrpeesents an international comparison,
and describes the system of support for workingherst and the extent to which it has been
implemented. In order to reflect the direct effetthe childcare subsidy paid through
supervised childcare facilities, an index was depedl for the availability of these facilities
to the families eligible for them. The index wadcoéated from the administrative data
which includes the extent to which the support whkzed and the parents’ employment
particulars. It was found that the number of sliotsubsidized care was enough for the
children of one-quarter of all mothers working gngiicant number of hours. This shortage
does not directly affect the mother’s decision torky but it significantly affects family
spending on childcare. The study indicates thataerage cost of care paid for by a
working mother is very high — about a quarter of met wages. An international
comparison, taking into account differences intbrdtes between the countries, shows that
the cost of childcare in terms of the average gatatsrael is much higher than the average
in OECD countries, given the low proportion of mathtaking advantage of support — both
direct support (due to the shortage of slots insglibed care) and indirect support (due to
the mother’s low salary, which prevents her fromhaimg the tax benefits for which she is
eligible).

It was found that the cost of childcare had a $icgmt negative effect on the labor supply of
mothers. The elasticity of female employment wiglspect to the cost was estimated at -
0.14, meaning that a 1 percent decrease in the aoshildcare would increase the
probability of the mothers’ employment by 0.14. Hignificant negative elasticity obtained
confirms the effectiveness of subsidizing childcavlich would reduce the negative effect
of this cost on mothers’ employment.

% Brender and Gallo found that the elasticity of kvbours with respect to mothers’ wages was highan t
that of women with no children: A. Brender and lali@ (2007), “The Effect of Changes in Wages, GBRJ
Workers' Demographic Characteristics on Working tdguBank of Israel Research Department, Discussion
Paper Series No. 2007.10.
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Table 14 — Elasticity of the Employment of Motherawith Young Children
(Employment Regression, employed = 1)

@ @ ©)
Natural logarithm of the potential -0.115 0.142- -0.153
cost of childcare **(125.66 **(137.59 **(64.85
Natural logarithm of the potential 0.291 0.240 0.141
wage **(224.67) **(56.62 **(60.73
District of residence (control: 0.101 0.027 0.011
Jerusalem district) North district **(63.89 **(113.40 **(5.44)
Haifa district 0.094 0.029 0.024
**(59.09 **(116.07) **(13.43
Central district 0.114 0.050 0.055
**(93.1] **(136.69 **(139.80)
Tel Aviv district 0.099 0.056 0.064
**(74.07) **(138.25 **(44.29
South district 0.090 0.031 0.017
**(62.92 **(116.90 **(8.78
2008 survey 0.018 0.018 0.016
**(16.79 **(116.94 **(14.49
2009 survey 0.016 0.016 0.006
**(15.19 **(14.34) **(5.62)
Women who immigrated to Israel in 0.021- -0.048
the 1990s or later **(116.78 **(136.60
Ultra-Orthodox women 0.072- -0.092
**(.35.40 **(44.54)
Age 0.009 0.013
**(14.54) **(119.93
Age squared 0.000 0.000
**(118.83 **(22.10
Married 0.046- -0.039
**(25.07) **(21.20
Children up to age 18 0.045- -0.045
**(100.99 **(102.57)
Presence of child up to age 1 -0.034 -0.029
**(12.04) **(110.34)
Children aged 1 0.056 0.057
**(34.73 **(:35.07)
Children aged 2-3 0.091 0.092
**(62.29 **(63.32
Children aged 4 0.090 0.094
**(59.28 **(61.34)
Other income 0.022 0.020
**(51.83 **(47.57)
Educated 0.092
**(74.67)
Number of observations 3,263 3,263 3,263

*** 1 percent level of significance; ** 5 percelavel of significance; * 10 percent level of sigo#nce; the
value of t is displayed in parentheses.
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